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TUESDAY,  TUJjY  20,  1920. 

United  States  Senate, 
Seljxt  C<»mmittee  on  Reconstruction  and  Production, 

New  York  City,  N.  T. 
riic  I  ommittoe  met,  pursuant  to  call,  at  3  o'clock  p.  m.,  in  Eoonj 
"'».  the    Eng:ineerinnr  Societies   Building,  29   West   Thirty-ninth 
>tnct.  Senator  William  M.  Calder  presiding. 

1  he  Chairman.  The  committee  has  met  pursuant  to  Senate  resolu- 
tiMii  350,  as  follows: 

v»  M-n-.iH  iho  p»iuthI  e<uistnirilou  of  houses,  mniuifacturin^  esliilili.slnnriits, 
:m  •!  I»iiil«llii;;^  Ji*HrsMir.v  l\»r  the  dovt^lopinent  of  tlie  Natii)n's  ivsnuivi's,  the 
•■I'-hu  tImii  tif  r*isoiiti:il  ni.itorinls,  and  the  amelioraiioii  of  prcst'iit  h(»iisinj: 
••"•  <'hlon>.  %vns  ciirtjiiliHl  by  FtHloral  net  ton  during  the  war  and  is  now 
-  ri.»iisly  hafiii)ere<l  hy  an  unprecedented  demand  for  consumahlos  and 
jv.  Mi's,  whit  li  n;is  diM»rttM!  capital,  labor,  aiid  nialeriais  into  nonprodiu'tivo 

•  ir  !-.  ii*'<^riiri:il  liolds  :  Therefore  he  it 

f\*"U*tI,  That  a  oon;ndtti»e  of  five  Senators,  consisting?  of  throe  nuinbers  of 
•^  i..ti..rify  party  and  two  nieni])ei*s  of  the  minority  party,  ar)pointod  by  the 

}  f^  .iriit  of  the  Senate,  is  hereby  authorized  to  inquire  into  and  report  to  the 

>•    iir  «iri  or  before  DtH'ember  1,  1920 — 
••  •  Th»'  exi*<cli.;:  situation  in  relation  to  the  jreneral  construction  of  houses. 
'  ifieiurin;;  establishments,  and  buildings,  and  the  elTect  therenf  upon  other 

•  ^TJ*^  and  ui>on  the  public  welfare;  and 

•  Stj«  h   measures  as  it  nuiy  deem  necessary  to  stimulate  and   encourage 

<  ••n'»irTK-tl«»n  work,  to  encourage  p<^pular  Investment  rather  than  spemlin^, 

•^•»r  pri\:ite  initiative  In  building,  and  to  Insure  cooperation  l>etwti»n  lal)or 

{••r-M-hv  «<r  o>riM»ratlnii8  engaged  In  transjxirtation,  bankinj;.  or  other  busi- 

.   .    ♦•. .-*^:iry  to  tliH  ilevelojnnent  of  such  c<uistructl<»n. 

.  iiiiau'tTtv  Is  lien-by  authorized  during  the  Sixty-sixth  Onigress  to  sit 

.   J  M:.-  M-^^ioiiK  or  r<H*esses  of  the  Congress,  at  Washington  or  at  any  <nher 

'   li    rti  •  I'nitiMl  Stales,  to  send  tor  persons,  bo<»ks,  and  papers,  to  adii'iulsier 

.•  id    !o   employ   pxi>erts   deemed   iie<'e-<sary   by   such   (•()nnnitt<M».   a   e'.erlx 

1  *'»'ri"::n»pl»."r  to  re|>ort  such  liearings  as  may  be  had  in  coimeei'  **  "  itii 

♦•»»*iM   uhieh  may  be  before  such  comndtt<M'.  such  stenograplier's  service 

••  r»  rul'-n**!  at  a  <'i»st  not  exceeding  $1   per  printed  i>age,   tlie  expenses  i;j. 

'«*    It  iTirrylnir  'Uit   the  provisions  of  tliis  res»»hitit»n  to  b<*  paid  lait  nf  ilie 

.   ^    ■!  fund  of  the  Senate. 

I  •r.>  i>  the  first  hearing  of  the  Select  Committee  on  Reconstruc- 
•     I  .11. d  Production,  api)ointed  by  the  Senate  to  inquire  into  meas- 

•  !•■  UKUiY  the  cooperation  of  persons  engaged  in  banking,  trans- 
■t  ii.»»ti.  and  other  businesses  necessary  to  stimulate  and  encourage 

■tr  I.  ii(»n  work  of  all  kinds. 
i'  irinc  its  preliminarv  investigations  the  committee  has  been  ad- 

*  '  tliat  the  ffn»at  dimculty  in  the  way  of  active  resumption  of 
"•  ''Ldiling  inuustry  is  the  inability  of  tlie  manufacturers  of  build- 

.:  materials  to  deliver  their  finished  product  to  the  consumer  on 
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account  of  the  present  transportation  shortage.  The  committee  is 
inclined  to  believe  that  the  recent  car-service  orders  giving  preference 
to  the  shipment  of  coal  have  operated  to  the  detriment  of  the  build- 
ing industry  and  that  the  coal  situation  might  have  been  solved  by 
action  of  another  character  without  involving  social  and  industrial 
consequences. 

The  committee  has  begun  its  inquiry  with  this  phase  of  the  sub- 
ject and  has  noted  the  recent  comprehensive  report  on  the  New  Eng- 
land coal  situation  submitted  to  the  New  England  governors  by  a 
committee  of  which  Mr.  Storrow  was  a  member.  We  have  sub- 
poenaed Mr.  Storrow  to  appear  before  the  committee,  believing  that 
his  intimate  knowledge  of  the  situation  would  be  of  value  to  the 
committee.  We  understand,  Mr.  Storrow,  that  you  were  fuel  admin- 
istrator of  New  England  during  the  war,  and  that  on  account  of  your 
active  interest  in  the  coal  situation  you  were  recently  appointed  by 
Gov.  Coolidge,  of  Massachusetts,  as  State  fuel  administrator;  and 
also  that  you,  together  with  other  representatives  of  New  England, 
appeared  before  the  Interstate  Commerce  Commission  at  the  request 
of  the  New  England  governors. 

Mr.  Storrow,  we  would  like  you  to  take  the  stand. 

STATEMENT  OF  HB.  JAMES  J.  STOEEOW,  OF  BOSTON,  MASS. 

The  Chairman.  Mr.  Storrow,  I  have  arranged  some  questions  here 
that  I  am  going  to  ask  you,  if  you  have  no  objection  to  proceeding  in 
that  manner,  and  as  we  go  along,  if  you  prefer  to  digress  from  any 
of  my  questions,  vou  are  at  liberty  to  do  so. 

Are  tnere  ample  coal  deposits  m  this  country  to-day  ? 

Mr.  Storkow.  Yes,  sir ;  this  country  is  enormously  rich  in  coal. 

The  Chairman.  Is  there  an  ample  productive  capacity  in  existing 
mines  ? 

Mr.  Storrow.  Yes,  sir;  a  productive  capacity  very  materially 
greater  than  the  consuming  requirements.  In  other  words,  the  mines 
of  this  country  have  the  capacity  for  producing  much  more  coal  than 
the  country  can  burn. 

The  Chairman.  Does  the  coal  production  of  the  country  this  year 
bid  fair  to  exceed  that  of  previous  years  ? 

Mr.  Storrow.  The  production  this  year  is  considerably  ahead  of 
last  year.  It  is  44,000,000  tons  ahead  of  last  year,  but  running  behind 
the  two  preceding  years.  If  the  consumption  requirements  are  to  be 
considered  for  the  average  of  those  three  years,  the  production  this 
year  would  be  a  little  below  the  average,  but  not  much.  I  can  give 
you  the  Geological  Survey's  figures  for  the  production  this  year. 

In  the  first  158  days  of  this  year,  the  country  has  produced  262,- 
000,000  tons  of  coal. 

In  the  first  158  days  of  last  year  the  country  produced  218,000,000 
tons  of  coal. 

In  the  first  158  days  of  1918,  288,000,000  tons,  nnd  in  1917,  278,- 
000,000. 

In  other  words,  we  are  something  like  44,000,000  tons  ahead  of 
last  year,  and  we  are  something  like  20.000,000  tons  behind  the  year 
1918  and  about  16,000,000  tons  behind  the  year  1917.  We  have 
been  producing  this  year  at  the  rate  of  10  per  cent  below  the  record 
year  in  the  production  in  this  country. 
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The  Chairman.  Would  that  mean  that  there  will  be  a  coal  short- 
age this  year  in  this  country? 

)fr.  Storrow.  The  coal  miners^  strike  of  last  autumn  I  think 
:;ri«|tie:stionabIy  reduced  the  reserves  below  normal  so  that  to  be 
s;ife  we  need  an  increased  production  for  this  year.  It  is  to  me  per- 
U^'ilj  plain  that  our  production  has  not  been  sufficient  up  to  the 
present  time  or  running  at  a  sufficient  rate.  I  do  not  profess  to  be 
particularly  competent  to  pass  on  that,  but  from  all  I  hear  and  all  I 
an  learn  I  have  the  feeling  that  it  would  not  take  much  increase 
n\er  the  production  as  it  is  now  running  this  month  and  last  month 
uii'l  the  month  before  to  restore  the  balance. 

Production  this  year  has  been  seriously  affected  by  this  unau- 
tiiorized  switchmen  s  strike.  The  weekly  report  of  the  Geological 
>nrvey^  which  gives  the  production  this  year  geographically,  shows 
a  very  sharp  drop  in  this  heavy  black  line  at  the  time  of  that  strike. 
Kxhibiting  report.]  That  has  been  pretty  well  recovered  from,  and 
ti-e  general  tendency  is  still  upward,  so  that  I  do  feel  that  there  was 
t  >erious  shortage  at  that  time,  and  there  is  a  shortage  now,  but  it 
?»vrns  to  me  that  it  is  not  very  large. 

I  here  is  this  special  circumstance,  however,  which  bears  upon  the 
i:*^  rubral  condition,  and  that  is  up  to  the  present  time  coal  has  not 
f^vn  moving  to  the  Northwest  via  the  Lake  route,  which  is  the  way  it 
r.'ist  move^m  anything  like  normal  volume. 

In  the  Northeast  we  have  also  rather  a  special  problem,  and  we 
'  t»  e  not  been  getting  in  the  Northeast  our  normal  coal  requirements. 
I  io  not  think  the  Northeast  has  dropped  as  far  behind  as  the  North- 
''  •  -tern  States,  but  it  is  very  seriously  behind. 

I  he  Chairman.  What  are  the  natural  sources  of  coal  supply  for 
*'»•  Northeast  and  what  are  the  natural  channels  for  coal  distribu- 

\Ir.  Storrow.  Defining  the  Northeast  as  New  England,  all  of  that 
"ii€»rv  4*ast  of  the  Hudson  Kiver,  the  sources  of  supply  are  the 
:  • :  risylvania  fields  and  the  fields  of  West  Virginia.     I  am  only 
•  -ilcine  of  soft  coal  now. 

I-  rom  the  Pennsylvania  field  the  larger  part  of  the  coal  moves 

•*'  :  i  the  mines  directly  to  the  consumer  in  New  England. 

1  ^e  West  Virginia  coal  fields  move  something  like  9,000,000  tons 

r.  to  the  2sc*ul>oard  at  Hampton  Koads  or  Baltimore,  and  it  is  then 

.♦  r  .«m1  hv  barge  or  steamer  up  the  coast  to  one  of  the  New  England 

■  'T*  arni  is  then  either  consumed  at  tidewater  or  again  put  on  cars 

.  '  .irrieii  inland. 

I  -h<Mild  say  that  from  the  Pennsylvania  fields  a  certain  volume 

.1  rnuu's  to  New  York,  a  fairly  imix)rtant  volume,  which  is 

•.I'arly  distributed  to  the  Ix)ng  Island  Sound  ports.     Connec- 

-t  iH  the  most  important.    Rhode  Island  is  quite  important,  and 

•  to  New  Bedford  and  Fall  River,  and  a  little  as  far  as  Boston. 

♦•  movement  through  New  York  to  the  Sound  ports  is  a  very 

:  'rtant  movement.    It  is  about  12  per  cent  normally  of  the  total. 

-  railxxMiils  all  rail  pull  normally  about  40  j^er  cent;  40  per  cent 

•  11  they  can  pulL    The  railroads  working  at  their  maxinuun  ca- 

ty  can  hardly  pull  40  per  cent. 

I  '»••  r«-«ord  year  for  all  rail  routes  to  New  England  were  ll,lO(),n(H) 

That  was  the  biggest  year  they  ever  have  had,  they  can  lu^t 
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average  that,  and  it  is  very  doubtful,  in  fact  I  do  not  believe  tliey 
will  do  that  this  year.  I  am  inclined  to  think  that  what  they  will 
carry  this  year  will  be  not  over  10,000,000  tons.  They  have  not 
been  running  at  a  higher  rate  than  that.  That  would  be  just  40  per 
cent,  as  I  estimate  the  requirements  of  New  England. 

The  Chairman.  Is  there  sufficient  water  transportation  facilities 
available  to  carry  New  England's  needs  ? 

Mr.  Storik)W\  During  the  w^ar  the  (jovernment  was  obliged  to  take 
one  after  the  other,  especially  during  the  first  year,  of  the  vessels 
that  carried  water-borne  coal  to  New  England.  At  the  present  time, 
how^ever,  I  am  very  happy  to  say  that  there  are  vessels  offering  com- 
paratively in  great  plenty.  I  know  we  can  go  right  out  and  charter 
a  large  number  of  vessels.  So  that  our  difficulties  this  year  are  not 
at  all  due  to  lack  of  ability  to  transport  it  if  the  coal  once  gets  to 
tidewater. 

The  Chairman.  Mr.  Storrow,  the  information  regarding  the  fact 
that  more  coal  might  be  carried  to  New  England  by  water  caused 
the  committee  to  wire  the  Shipping  Board  on  July  10,  asking  if 
there  were  ships  available  for  the  carrying  of  coal,  and  if  not,  wdiy 
not.  The  director  of  operations  of  the  board,  Capt.  Murphy,  wired 
on  July  13  as  follows : 

W  U.LI  AM   M.  C.\LDER, 

New  York,  N,  Y.  ; 

Your  wire  12th,  Interstate  Commerce  Commission  requiring  shippers  serure 
from  that  body  permit  on  aU  exixirt  coal.  Reference  New  Enfrlnnd  .^itimtinii 
Sliippinj;  Board  now  employing  25  vessels  this  trade;  these  in  addition  to 
privately  owned  American  vessels  engaj^ed  in  same  business.  This  llert  takinj; 
care  present  movement  coal  to  New  England.  Shipping  Hoard  some  time  airo 
ndvistHl  representatives  New  England  district  willingness  i)lace  vessels  Nfw 
England  c(»al  trade  in  sufficient  numbers  to  handle  additional  demand  for  tliat 
district.  We  have  not  been  called  upon  by  New  England  to  supply  these  extra 
vessels.     U.  F.  2847. 

Mtjkphy,  Shipping  Hoard. 

So  that  your  statement  a  moment  ago  that  there  was  ample  ship- 
ping for  that  purpose  is  borne  out  by  this  telegram  and  a  statement 
of  the  willingness  of  the  Shipping  Board  to  assist  if  called  upon. 

Mr.  Storrow\  Yes ;  and  I  can  add  to  that  that  during  the  last  30 
days  I  have  been  repeatedly  informed  of  vessels  owned  by  private 
o Winers  who  are  looking  for  iobs.  There  are  steamers  idle  up  and 
down  this  coast  now  looking  lor  up-and-down-the-coast  business. 

The  CiiAiiorAN.  There  are  lots  of  vessels  available  for  coastwise 
movement  of  coal? 

Mr.  STORiwnv.  There  is  no  question  about  it. 

The  C'liAiuMAN,  What  is  the  condition  of  the  New  England  rail- 
roads with  respect  to  coal,  Mr.  Storrow? 

Mr.  Storrow.  Well,  I  am  sorry  to  say  that  I  think  that  the  reserves 
of  the  New  England  railroads  are  lower  than  they  have  ever  been  in 
the  history  of  New  England — since  I  was  born  at  least,  and  that  is  a 
good  while  ago. 

The  Chairman.  Never  has  been  such  a  severe  shortage? 

Mr.  Storrow.  No,  sir.  The  New  England  railroads  must  store  re- 
serves in  summer.  Very  few  people  realize  the  difficulty  of  getting 
coal  to  New  England  in  the  winter,  as  fast  as  we  burn  it.  Our  trans- 
portation facilities  are  less  efficient,  and  in  a  somewhat  cold  climate, 
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and  our  consumption  goes  up,  and  we  can  not  get  coal  in  winter  as 
f:jst  as  we  burn  it. 

The  Xew  England  railroads,  I  should  say,  have  been  accustomed 
for  years  to  go  into  the  winter  with  an  average  of  probably  70  da^s 
of  coal.  They  do  not  do  that  because  they  like  to,  they  do  not  do  it 
Uiause  of  any  theoretical  reason.  They  do  it  because  in  practice  they 
hive  found  they  had  to.  Practically  all  the  New  England  railroads 
lo  day  have  just  an  operating  balance,  from  day  to  day.  They  should 
U'  well  along  on  their  storage  for  next  winter.  If  they  wait  until 
w  inter  they  will  never  get  it.  They  can  not  get  it.  It  is  these  warm 
•lays  beginning;  the  first  of  April  when  coal  should  be  moving  in  by 
land  and  sea  for  storage  purposes  to  carry  us  through  the  next  win- 
ter.  The  railroads  are  in  a  bad  shape. 

I  can  elaborate  on  that  a  little  more,  Senator.  I  am  thinking  of 
<'iie  railroad  that  would  not  be  running  at  all  now  except  that  it  has 
irone  from  one  manufacturer  to  another  on  its  line  and  borrowed  500 
tnii>  from  this  man  and  500  tons  from  another,  and  so  on,  and  that  is 
all  it  has  to  go  on. 

f  )ne  of  the  other  roads  I  think  has  confiscated  coal.  My  last  infor- 
ruiition  is  up  to  the  27th  day  of  June,  but  I  think  not  a  day  had  gone 
I  V  from  the  1st  of  June  to  the  27th,  that  they  had  not  taken  coal 
iiovinjr  to  manufactories,  public  utilities,  or  something  else  that 
r»^  Km!  the  coal. 

1  he  third  railroad  that  I  had  in  mind  told  me  last  week  that  they 

r  li  not  yet  had  to  take  coal,  but  instead  of  storing  up  for  next  winter 

li.'  ir  iv^rves  had  been  going  down  at  the  rate  of  3,000  tons  a  day, 

•liii  they  were  pretty  nearly  down  to  where  they  would  have  to  take 

'  .1. 

That  is  the  general  situation  of  our  railroads. 

Ihe  C'nAiKM.\x.  What  do  you  believe  is  the  cause  of  the  coal  short- 
«ir'  in  Xew  England? 

Mr.  Stouikiw.  Well,  I  know  what  the  trouble  is  that  is  causing  the 
-."rt.i;re  in  New  England:  it  is  this:  During  the  war  the  amount 
••T  '«»al  that  moved  to  export  was  limited  in  two  ways;  first,  hecause 
't  •.  rin-i>  wen*  not  available  to  carry  it  around  the  world;  and,  st'cond, 
'•'  i\i^*  the  V\u*l  Administration  had  a  permit  system,  and  even  if 
-  M-.^l  <lid  turn  up  they  did  not  let  it  or  allow  it  to  move  the  oonl 
•—  it  was  a  rase  where  thev  considered  it  absolutely  nece^sfirv. 
If.  'or  instance,  it  was  necessary  to  send  coal  to  Cnl)a  to  tri'iu<l  tlie 
•  .:  .r.  an«l  get  it  up  here,  they  would  send  it,  but  they  would  not  send 
*'  \  more  than  enough,  and  sf)  on.     Each  case  was  taken  up  in  that 

'. .     r»ut,  a>  a  matter  of  fact,  vessels  were  so  sliort  that  that  alone, 

•  i  i>ractii*al  matter,  during  the  war  operated  to  keep  exports  d(>\vn. 
U  :i»-n  we  ran  into  that  strike  last  autumn,  the  Fetleral  Fu(d  Ad- 

'    '   -trjtor.  Dr.  (larfield,  who  was  busy  at  >\'il]ianis  C'ollei:e,  dele- 

►  •••  1  his  iH)wers  as  Fuel  Administrator  to  the  Kailroad  .Vdininis- 

"  *  '.!•.  1   think  to  Mr.   llines  personally,  and  Mr.  lliiies  put  into 

t   ifi  I  contintu»d  a  licensing  system  As'liicli  controlled  the  volume 

•  •  \!«»rt-      I  think,  as  nearly  as  I  could  un<lerstand  it,  the  princij>Ie 

-  !.'«li  thev  did  it  was  to  see  that  our  necessities  were  taken  care 

•  ir.'l  iio  ni'>re.  and  then  the  coal  was  allowed  to  go  al>!*oad.     To- 
'd  tlw  rfiil  of  last  winter  or  early  spring  the  system  perhn|)s  be^ran 

'  '  ■*•  «  Ijtilf  U^>  vigorous,  and  on  the  1st  of  April.  I  think.  th(»M» 
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powers  were  surrendered.  At  any  rate,  they  were  absolutely  abro- 
gated and  not  used. 

Since  the  1st  of  April  there  has  been  no  check  whatever  in  regard 
to  the  amount  of  exports  going  out  from  this  country. 

New  England  gets  and  must  get  a  very  large  and  very  material  part 
of  its  supply,  about  9,000,000  tons,  from  Hampton  Roads.  That  is 
750,000  tons  a  month.  I  will  take  the  month  of  April :  The  export- 
licensing  system  expired  on  the  31st  day  of  March.  In  March,  if  I  re- 
member correctly,  there  were  about  860,000  tons  of  export  from 
Hampton  Boads. 

I  will  give  you  the  total  figures  for  all  tide- water  coal  exports  which 
are  given  bv  the  Geological  Survey.  In  January,  1920,  there  were  ex- 
ported 897,000  tons;  in  February,  718,000  tons;  in  March,  1,033,000 
.ons ;  in  April,  1,903,000  tons ;  and  in  May,  1,942,000  tons.  I  think  the 
June  figures  are  not  yet  available. 

The  Chairman.  That  is  the  total  export  of  coal  in  the  month  of 
May  this  year  ? 

Mr.  Storrow.  Yes,  sir;  1,942,000  tons,  and  April  was  1,903,000  tons. 
I  should  say  that  that  is  exports  of  tidewater  coal ;  that  does  not  in- 
clude Canadian  coal. 

The  permit  system  expired  on  the  31st  day  of  March.  Exports  im- 
mediately began  to  jump.  To  go  back  over  a  series  of  years,  the  largest 
amount  exported  from  tidewater  in  any  year  in  the  history  of  this 
country,  I  believe,  was  9,000,000  tons.  Tthat  was  in  the  calendar  year 
1915.    That  was  the  record  vear — 9,000,000  tons. 

The  Chairman.  That  is  tor  the  year  1915? 

Mr.  Storrow.  Yes,  sir ;  that  is  the  record  year.  Now,  you  will  see 
that  since  the  permit  system  went  off  exports  are  running  in  April 
and  May  at  the  rate  of  nearly  24,000,000  tons,  1,900,000  for  each  of 
those  two  months,  and  so  far  as  I  am  advised  I  think  that  there  is 
everj^  reason  to  suppose  that  June  is  a  replica  of  those  other  two 
months,  and  July  the  same,  so  that  we  are  now  jumping  from  a  record 
year  of  9,000,000  tons  to  a  rate  of  nearly  24,000,000  tons.  If  we  takte 
the  average  tidewater  exports  in  previous  years  it  would  be  less  than 
500,000  per  month,  but  the  record  year  was  9,000,000. 

The  Chairman.  How  does  this  influence  New  England's  supply? 

Mr.  Storrow.  It  influences  us  very  directly,  because  we  have  to  get 
8,000,000  or  9,000,000  tons  from  Hampton  Koads.  That  is  the  place 
where  the  exports  are  chiefly  from. 

The  figures,  at  least  roughly,  are  these:  In  April,  1,900,000  tons 
of  coal  were  brought  down  to  tidewater  at  Hampton  Roads.  Of  that 
1,900,000  tons,  1,800,000,  or  a  little  more,  went  across  the  ocean,  all 
over  the  world,  '"^hat  left  600,000  tons  at  Hampton  Roads  for  New 
England's  needs  c  i  800,000  or  900,000,  for  any  that  came  up  to  New 
York — which  is  net  much — for  any  that  went  anywhere  along  the 
coast,  and  for  the  Government  needs — which  are  quite  substantial — I 
should  say,  60,000  or  70,000  tons,  and  when  we  got  all  through  there 
was  about  450,(X)0  tons  left  for  New  England,  which  needs  from 
Hampton  Roads  ports  800,000  tons  a  month ;  so  that  we  were  getting, 
and  have  been  since  this  flood  of  expoil  business  came  in  on  the  1st 
of  April,  only  a  little  bit  more  than  half  our  needs  from  Hampton 
Roads. 

The  Chairman.  Mr.  Storrow,  is  there  no  control  now  over  exports 
of  coal  at  all  by  any  Government  department? 
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Mr.  Storrow.  No,  sir;  there  is  none,  whatever.    It  is  entirely  with- 
out control,  so  far  as  I  am  aware,  in  any  regard. 
I  should  say  this  in  further  explanation :  It  might  be  asked,  if 


buy  any  more  of  it  by  any  practical 
/ijeans.  Xo  more  can  come  down  because  that  is  all  the  railroads 
<an  pull.  The  limit  is  not  the  mines.  The  limit  is  the  railroads  and 
piers.  So  that  we  can  not  bring  any  more  coal  down  to  Hampton 
iioads  by  bidding  for  it.  We  have  to  take  away  from  some  of  tnese 
fnn^i^  nations  some  of  that  1,300,000  tons.  In  fact,  we  have  got  to 
take  awav  some  400,000  tons.  We  can't  do  it.  We  have  bid  for 
rodl  untif  it  is  selling  in  Boston  Harbor  at  $20  a  ton,  and  it  used 
to  selK  before  the  war,  for  something  like  $4.  In  other  words,  we 
lijive  bid  five  prices  for  coal  now,  and  still  we  do  not  get  it,  and  I 
havt^n't  any  doubt  that  we  could  bid  $50  and  we  would  not  get  it, 
i-^'^ause  a  great  deal  of  that  coal,  I  understand,  is  being  bought  by 
foreign  governments  and  price  is  not  a  point;  they  are  going  to  get 
tL«Mr  coal,  and  it  does  not  seem  possible  for  us  to  get  it.  Tiiey  are 
liiMing,  as  it  seems  to  me,  in  a  certain  way  for  coai,  but,  in  reality, 
what  they  are  biddin«:  for  is  for  a  place  in  those  limited  facilities 
at  Hampton  Koads.  Now,  Hampton  Roads  grew  up  under  the  fact 
i)iat  Xew  Kngland  was  the  best  customer  for  Hampton  Boads.  We 
i'M»k  more  coal  from  there,  and  have  ever  since  it  was  created,  than 
aiiV  other  section  of  the  country,  but  now  our  facilities  there  are 
<'ut  in  half. 

The  Chairman.  Have  these  increased  exports  of  coal  affected  the 
Miai  supply  in  other  sections,  do  vou  know;  and  if  so,  how  i 

Mr.  Sturrow.  Yes:  I  think  they  have  very  materially.  In  the 
*ir>t  place,  taking  the  present  exports  for  all  tidewater  ports  which 
.'^«'  running  close  to  2,0(K),0<)0  tons,  when  the  average  export  has  been 
i«-N-  in  i)revious  years  than  500,000  tons,  there  is  an  increased  amount 

•  f  <oaI  going  abroad  equal  to  a  million  and  a  half  tons  a  month.     If 
y*\i  compare  it  with  the  maximum  year  of  1915,  it  will  be  10,000,000 

•  r  ll,(N«>,rxK)  tons  more,  in  an  average  vear  18,000,000  tons. 

<'o:i|  is  a  peculiar  thing.     If  a  man  fias  to  have  coal,  somehow  or 

'  t!  ♦•r  he  Ls  not  content  to  go  without  it.     He  may  think  he  has  to 

1.  t»»  a  npw  pair  of  shoes,  out  if  he  can't  get  them  he  is  generally 

*  11  walking  on  leather;  but  it  is  not  so  with  coal.     If  a  nuin  feels 

T    it  to  keep  his  plant  running  or  to  keep  the  lights  burning  in  New 

'i  Tk.  or  f<ir  anv  other  purpose  for  which  we  use  coal,  he  goes  after 

t    -*»  that  I  think  all  people  who  are  customers  for  coal  and  those 

■•  .'» lj;t\f  studie<I  it  at  all  realize  that  when  they  deal  with  a  necessity 

't  even  a  small  shortage,  only  4  or  5  per  cent,  is  a  very  serious 

"  'ttrr.     I  <lon't  want  to  go  without  it;  I  don'^t  believe  you  do.    We 

■   fi  try  to  get  the  same  coal  and  we  can  not  both  get  it,  and  the 

'     -It  of  it  in  that  New  PIngland  has  been  crowded  out  of  its  natural 

•'..'•t  in  West  Virginia  and  Hampton  Koads.  What  can  we  <lo? 
'  .-rv  i.s  only  one  thing  left  to  do,  and  that  is  to  come  uj)  here  in 
:'  rn-y|vania.  and  we  have  l)een  coming  into  IVnnsylvania  for  that 
••*'i  4.v».iMii)  tons, 

!'!.«•  <*ii\iRMAN.  Four  hun<lred  and  fifty  tliousand  tons  a  month? 

Mr.  .^ToRBow.  Ye«:  every  30  days.  The  funny  thing  about  it  is 
'    *t  althrMjfrh  we  go  to  Pennsylvania  we  can  not  get  it,  but  still  we 
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buy  it.  That  sounds  paradoxical,  but  what  happens  is  this :  The  rail- 
roads can  not  pull  that  extra  coal  all  rail.  The  last  fellow  on  the  list 
moves  up  first,  he  goes  and  buys  the  coal ;  he  ought  not  to  be  buying 
that  coal,  but  he  goes  in  and  buys  it  away  from  the  man  who  has 
already  bought.  But  he  can  not  do  that  without  raising  the  price. 
The  operators  have  their  line  of  customers  and  they  won't  drop 
them.  Some  of  them  won't  ever  drop  them  and  others  will  only 
drop  them  when  the  temptation  gets  too  great,  but  the  last  fellow^ 
comes  in  and  he  buys  that  coal,  and  he  starts  to  move  it  into  Xew 
England  mostly  all  rail.  When  he  does  that  the  New  England  rail- 
roads are  already  being  loaded  to  their  absolute  capacitj',  which  is 
the  fact  every  single  day.  He  crowds  some  other  New  Englander  out 
of  his  coal.  The  other  New  Englander  has  contracts  and  he  finds 
he  has  been  getting  50  per  cent  deliveries,  and  then  he  says,  "  By 
George,  I  thought  I  was  covered  with  contracts,  but  mv  mines  are 
falling  down,"  and  he  hikes  down  to  Pennsylvania  and  tlien  he  buys 
his  coal,  or  part  of  it,  over  again. 

It  is  not  all  a  New  England  problem,  because  you  take  in  Penn- 
sylvania and  New  York  when  you  put  that  extra  load  on  them  and 
they  begin  to  find  that  their  contracts  are  falling  down  because  we 
have  offered  $3  or  $4  more  a  ton,  or  whatever  is  necessary  to  get  it, 
then  they  go  hiking  up  there.  They  may  have  a  contract  for  1()0,()0() 
tons  of  coal  and  they  find  that  they  are  only  getting  60,000  tons,  and 
they  go  up  there  and  pretty  soon  they  have  got  contracts;  in  order 
to  get  a  hundred  thousand  tons  of  coal  they  have  got  contracts  for 
150,000  tons,  and  I  do  not  see  any  limit  and  I  do  not  know  where 
it  stops. 

The  Chairman.  It  is  a  cj^cle. 

Mr.  Storrow.  Yes,  sir ;  and  that  is  just  what  has  been  liappeniiig. 

The  Chairman.  So  that  the  export  of  coal  in  your  judgment  from 
Hampton  Roads  in  sucli  large  quantity,  taking  it  from  the  West 
Virgina  fields,  affecting  as  it  does  the  exportation  of  the  New  Eng- 
land supply,  causing  you  to  try  to  get  coal  from  Pennsylvania, 
affects  the  whole  country? 

Mr.  Storrow.  Yes,  sir.  I  think  on  the  price  question  that  it 
affects  New  York  exactly  as  it  affects  Boston.  It  is  a  common 
market  and  anything  that  moves  it  up  affects  us  both  and  one  just 
as  much  as  the  other  in  price.  I  should  say  that  the  attempt  to 
get  more  coal  out  of  Pennsylvania  may  stimulate  somewhat  the 
amount  of  coal  coming  down  to  New  York,  the  port  of  New  York, 
to  go  by  water,  but  the  limitations  there  are  quite  severe.  The  port 
is  congested,  there  are  practically  no  facilities  in  New  York  for 
loading  steamers  with  coal,  so  that  the  unit  of  carriage  to  Connecticut 
and  other  Sound  ports  is  by  these  little  barges,  and  while  the 
bidding  may  increase  a  little  the  amount  of  coal  coming  to  tidewater, 
and  therefore  may  lead  to  a  little  more,  yet  in  practice  it  is  very 
small.  There  can^t  be  much  relief  that  way.  So  we  really  have  no 
way  of  replacing  that  coal  in  New  England  that  is  taken  away  from 
us  and  sent  to  the  four  winds,  and  it  directl}'  concerns  other  States 
drawing  from  the  Pennsylvania  fields. 

The  Citatrman.  Is  it  true,  Mr.  Storrow,  that  Great  Britain  has 
placed  restrictions  on  the  export  of  coal? 

Mr.  Storrow.  Yes,  sir.  1  was  in  London  five  or  six  days  in  April 
and  May  of  this  year.     I  got  back  here  about  the  ^^^th  of  May.    The 
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iiewspuixTs  in  En<xlancl  were  filled  every  day  with  information  or 
«'oniment  one  way  or  the  other,  some  criticising^  and  some  not,  the 
poliry  of  the  (lovernment  in  regard  t()  limiting  coal  exports.  Coal 
<'X|Kirts  from  Great  Britain  run  normally  a  little  under  0,000,000  tons 
a  month.  That  is,  in  1913,  before  the  war.  At  the  i)resent  time,  I 
think,  in  the  months  of  March  and  April,  or  possibly  February  and 
Marcli,  export  coal  was  running  about  2,100,000  tons  a  month.  In 
teller  w<>rds,  under  Government  control,  and  a  strict  (lovernment 
f'/:itn»l.  the  British  Government  is  permitting  about  one-third  or  a 
trill*  more  of  tlie  amount  of  our  war  exports  to-day  to  go  for  export 
j»'ir|HiM's. 

1  rvixd  in  the  Coal  Ar/e  the  other  dav  that  under  a  recent  order 
(h«*  iimount  permitt(»d  to  go  for  export  in  Great  Britain  had  been 
'nlured  to  1,7M),000  tons  a  month,  so  they  have  come  down  since 
:bii!.  Tlie  fict  is  that  the  British  Government  has  pursued  the 
f.  tli^y  of  keeping  their  own  people  employed,  busy,  and  then  sending 
t'wvy  pdund  to  export  that  they  could  possibly  spare.  Of  course, 
it   i^  ]H'\ivct\y  obvious  that  if  the  trade  balance  is  against  them,  as 

t  )-,  tlicv  iu*«»  going  to  export  every  bit  they  can,  but  they  have  not 
*. -'t  [>ut  :inyl»o<ly  out  of  a  job  or  caused  any  distress  or  jiermitted  it, 

♦ .  ,iji^«»  tbcv  are  watching  that  fnmi  week  to  week  and  month  to 
::i«':itb.  and  th<*v  control  that  according  to  home  conditions.  We 
!.  i\c  notliiiiLT  of  the  .sort;  we  are  just  allowing  it  to  run  itself. 

'1  K«*  (^:\nrrAN.  Mr.  Storrow,  has  the  British  curtailment  of  ex- 

..*t-  of  (Mill  been  the  cause  for  the  increased  exportation  from  this 

•  ••  iiiCrv.  in  your  opinion? 

Mr.  Sr<  i:i;"v.'.  AVhv,  absolutelv.  Senator.     The  British  vessel  that 

•  ;"i  iu»t  g»'i  it<^-  roal  comes  right  over  here,  and  when  they  name  a 
».r  •  •'  tl'  it  i<  s.itVf:ir(orv  tliere  is  no  domestic  condition  that  disturbs 
•»  .•   f.  lIo'A   tf!:jt   is  giHiig  to  sell  the  coal:  he  lets  the  British  vessel 

!\»*  it.  a'.'l  be  may  not  even  know  whether  it  is  going  to  cause  dis- 

t".  ->.  nr  hi»  n.av  sav  that  if  there  is  anv  distress  some  other  fellow 

■  •-!  :irt<'ii.|  to  it.    He  .sells  the  coal.    So  that  we  are  engaged  directly 

'    tv\  I  Mir  to  fill  a  ga])  whicli  is  made  by  the  policy  of  the  British 

•  •..••!  iiriM'Ut  in  limiting  their  ex])orts  to  what  ran  go  out  of  (ireat 
r    M  li'i  uithiMit  causing  distress  and  upsetting  her  industries. 

I  ui;:rl»i  say  as  a  matter  of  interest,  going  a  little  further,  that  the 
r.:  1  -'.  <  TMveri.ment  is  so  .systematic  about  it  that  it  goes  further  than 

•  -t.     I  b«'li»'ve  that  England  has  three  nuiin  coal  fields,  one  of  which 
•    II    S.uthii»d.     They  decide  just  how  much  of  that  l,7r>0,0()0  tons 

.1  *  '  V  <'MKirted  from  each  of  those  liehls:  so  thev  not  onlv  are  look- 
•  /  .if*»-r  <in*at  Britain  as  a  whole  but  tln'V  see  that  there  is  no  dis- 

•  r.  -^  ,,r  di^iurl'unre  in  taking  too  much  from  one  Held  and  expecting 

•  ..  "t'  ♦•r  ti«-l  N  to  make  it  up.  Not  oidy  that,  but  I  uudcrstaTKl  the 
Ir  ?  -  i  <iMvernment.  when  thev  sav,  '*  UVU.  we  have  l.7S0,0()()  tons 

•  f    f?s.iv  g<i  abroad  iintil   further  notice,"  th(»v  sjiv  exactlv  where 
r   i«  t'»  ir  » — o  much  to  Gibraltar,  so  mueh  to  France,  so  much  to 

!*  .!;.  — and  lliev  send  it  to  or  permit  it  to  move  to  just  those  ])laces 

.    I'  ?»•  it  !s  ni«Kt  needed,  perhaps,  or  where  tiiev  feel  it  will  do  the 

-t   ;:««<m|:  tir,  to  put   it  in  an  impersonal  way,  where  the  British 

t.  -.^t**  riMjiiire  that  it  .•should  go.     Of  course,  nothing  of  that  sort 

».tf  attenipte<l  h<'re:  in  faet,  nothing  is  being  attempted. 
1  nr  i  'iiMitM  \>'.  Do  vou  know  whether  or  not  it  i*-  true  that  British 
:' 'III*  mrv  offering  American  coal  for  sale  to  other  foreign  countries^ 
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Mr.  Storrow.  Whj,  yes,  sir;  I  think  it  is  true.  I  had  a  captain 
of  a  steamer  come  into  my  office,  and  my  secretary  saw  him  last 
week — I  was  not  there — ^a  perfect  stranger  to  me,  and  he  said  he  came 
in  because  he  carried  a  steamer  load  of  coal  from  Baltimore  to 
Genoa,  and  he  said : "  I  got  in  there  and  there  were  seven  big  steamers 
loaded  with  American  coal  all  lying  out  there  in  the  harbor  " ;  and 
he  said,  "  I  knew  you  were  short  of  coal  up  here  " ;  and  he  said — I 
think  he  may  have  used  a  seafaring  term  at  that  point — that  it  was 
an  outrage,  and  he  came  in  to  tell  me.  That  was  an  absolute  stranger. 
My  attention  was  called  to  this  advertisement  which  is  given  in  this 
report,  which  appeared  in  a  leading  paper  in  Bome  last  month,  II 
Messagero.  It  is  an  advertisement  of  the  Colliery  Investment  Trust 
(Ltd.),  colliery  proprietors,  London,  Swansea,  Paris,  and  New  York. 
Head  office,  171  Queen  Victoria  Street,  E.  C,  Blackfriars,  London, 
E.  C.  It  says,  "The  Colliery  Investment  Trust  (Ltd.),  colliery  pro- 
prietors, are  prepared  to  contract  for  10,000,000  tons  American  coal, 
deliveries  to  commence  immediately." 

A  friend  of  mine  saw  that  in  the  Rome  paper  of  Jime  9  and 
brought  it  into  my  office.  I  do  not  want  to  exaggerate  that,  but  it 
seems  to  me  that  is  of  some  significance,  and,  as  a  matter  of  fact,  I 
think  our  coal  is  being  offered  all  around  the  world.  Of  course, 
some  of  the  middlemen  will  make  a  sale  and  they  may  not  be  able  to 
deliver  it,  but  they  are  doing  the  best  they  can. 

The  Chairman.  You  referred  a  moment  ago  to  the  fact  that  at 
least  one  railroad  in  New  England,  to  your  knowledge,  was  borrow- 
ing coal  from  the  manufactories  along  its  line. 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  Do  you  know  if  it  is  true  that  the  Egyptian  State 
Railways  are  being  operated  by  American  coal  to-day? 

Mr.  Storrow.  I  understand  it  is  true;  yes,  sir.  I  can  not  say  to 
what  extent,  but  we  shipped  in  April  18,521)  tons  to  Egypt,  and  I 
must  say  my  memory  is  not  clear  now  as  to  just  how  I  know  that  the 
Egyptian  Kailways  are  being  operated  by  American  coal,  but  I  do 
know  I  have  heard  it  from  sources  that  make  me  sure  that  that 
statement  is  correct.  Maybe  some  shippers  told  me;  I  have  for- 
gotten. 

The  Chairman.  Have  you  any  idea  how  many  railroad  coal  cars 
are  necessary  to  supply  the  export  trade  to  tidewater? 

Mr.  Storrow.  I  might  be  able  to  figure  out  something,  Senator. 
I  do  not  believe  it  would  be  safe  for  me  to  tackle  that  offhand,  i 
think  it  is  a  problem  that  could  be  worked  out  because  we  know  the 
movement  of  cars,  for  instance,  from  the  West  Virginia  mines  to 
Hampton  Eoads,  and  then  you  could  figure  the  tons,  and  so  on.  I 
could  send  that  to  you  perhaps. 

The  Chatrmax.  I  would  be  very  glad  to  have  you  advise  us  of 
that,  Mr.  Storrow. 

Mr.  Storrow.  YeSj  sir;  I  will  be  glad  to  do  that. 

The  Chairman.  You  recently  appeared  before  the  Interstate  Com- 
merce Commission.  Did  you  ask  tor  car-service  order  No.  7,  restrict- 
ing the  use  of  all  open-top  car  equipment  for  the  carriage  of  coal  ? 

Mr.  Storrow.  No,  sir.  My  idea  is  that  the  first  thing  to  do  to  re- 
lieve the  present  situation  is  to  restrict  the  export  of  coal.  I  do  not 
mean  to  do  away  with  it,  but  I  mean  reduce  the  1,300,000  tons,  for 
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instance,  that  is  going  from  Hampton  Scads  to  something  like  800,000 
tons  or  850,000  tons  a  month. 

The  Chairman.  About  one-third  t 

Mr.  Storrow.  Yes,  sir ;  hardly  a  third.  We  went  before  the  Inter- 
state Commerce  Commission  at  the  request  of  the  six  New  England 
governors,  who  met  and  discussed  the  situation,  and  asked  us  to  go 
dovm  there  to  represent  them.  The  lieutenant  governor  of  Connec- 
ticut and  the  lieutenant  governor  of  Massachusetts  were  with  us.  The 
names  are  given  at  the  end  of  that  report  We  went  to  ask  the  Inter- 
state Commerce  Commission  to  issue  such  an  order,  as  would  in  ef- 
fect permit  the  movement  from  Hampton  Roads  ports  to  New  Eng- 
land to  be  increased  by  about  450,000  tons  a  month.  We  did  not  care 
how  the  coal  came  provided  we  got  it.  But  so  far  as  we  were  then 
advised,  and  so  far  as  I  know  to-day,  that  could  only  come,  could 
only  be  available  at  the  expense  of  the  export  coal,  so  it  might  per- 
haps be  fair  to  say  that  we  were  asking  them  to  issue  such  orders  as 
wtjuld  have  the  erfect  of  reducing  the  export  coal  from  1,300,000  toas 
to  something  like  850,000  or  possibly  900,000  tons  a  month. 

We  said  that  perhaps  thev  might  view  what  we  were  asking  for 
as  putting  into  the  New  England  service  that  share  in  the  pier 
service  and  that  number  of  cars  which  would  be  necessary  to  let  us 
tret  that  coal.  In  other  words,  as  we  viewed  it,  these  foreign  nations 
h'A*i  Ixiught  too  much  of  our  piers  and  too  many  of  the  cars  in  that 
*^rvice,  our  advices  being  that  the  amount  of  coal  dumped  at  Hamp- 
ton Roads  can  not  be  increased,  and  we  understand  that  the  choking 
j=  in  the  dumping  capacity  of  those  piers. 

I  think  perhaps  you  can  put  down  on  paper  and  reckon  that 
the  piers  ou<rht  to  dump  more  in  anv  given  day,  but  I  am  told  that 
r*f.#»  record  month  for  those  piers,  the  best  they  have  ever  done  in  their 
r.  story,  and  thev  have  been  built  quite  a  good  manv  years,  the  best 
:'*i»*y  have  uver  clone  in  any  30  days  was  in  the  month  of  May,  which 
T.  ar  l,i*-^J.(HK)  tons.  It  follows,  then,  that  to  give  us  relief  it  must  be 
?t  tn^  expense  of  the  export  coal.  As  we  put  it,  we  want  our  fair 
-[.:4rt*  from  those  piers  and  not  be  crowded  off  by  these  foreign 
-T^-anuT-s.  and  we  want  our  fair  share  of  the  cars  that  are  serving 
t:.'»-^  piers. 

I  he  Cii.%in3iAN.  Has  car-service  order  No.  7  improved  the  situation 
•w  ;r h  rviranl  to  coal  in  New  England? 

Mr.  SiMiuM.w.  No.  7  is  what  is  known  as  the  open-top  order? 

'I  li«r  <*IIAIUMAX.    Ye8. 

Mr.  Stmrrow.  And  your  question,  Senator? 

1  ur  f  iiaii:m.\n.  Has  this  order  improved  the  New  England  situa- 
•     M  in  rf^u^ard  to  the  suppl}'  of  coal? 
Mr.  STMRRf»w.  No,  sir. 
TKi»  Chairmax.  Why  not? 

Mr.  Stmrrow.  We  do  not  think  it  can  to  any  material  extent.    That 

r  Wr  !•*  an  order  directing  that  all  open-top  cars  be  taken  out  of  other 

r»^=.  {,{  indti-^try  and  l)e  used  exclusively  for  the  carriage  of  coal. 

^  »-«-,  we  will  sup[)ose  that  the  number  oiP  cars  by  that  order  in  this 

{'♦ni*.*r^Ivania    field    has    been    very    materially    increased.      Why 

.    '•'.!  !n*t  we  get  some  more  coal  from  Pennsvlvania  into  New  Enfr- 

.r.  1  f     W«»1U  we  ran*t,  and  for  this  reason.    I'he  railroads  are  pull- 

'  r  A*l  the  coal  they  ran  pull  to  New  Enghind.    They  can  pull  no 
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more.  If  there  were  1,000,000  more  cars  put  in  there  to-morrow, 
the  New  England  railroads  could  pull  no  more  coal.  We  are  lucky 
if  we  get  the  40  per  cent  that  they  are  struggling  to  pull  now.  A 
little  more  might  come  to  New  York,  but  there  is  the  shipping  ques- 
tion,  and  we  c^n't  get  much  more  that  way.  In  my  opinio'n  no  mate- 
rial  amount  more  could  be  gotten  in  that  way.  We  might  get  a  little 
more  in  Philadelphia,  but  not  much  more  there.  So  that  so  far  as 
the  Pennsylvania  field  is  concerned  I  look  on  the  taking  of  all  the 
open-top  cars  east  of  the  Mississippi  River  exclusively  for  coal  busi- 
ness as  of  practically  no  value  in  the  Pennsylvania  field,  and  in  the 
southern  and  West  Virginia  field  there  seems  to  be  a  good  deal  the 
same  story.  As  I  have  already  said,  no  more  cars  can  be  dumped 
at  those  three  big  railway  piers  at  Hampton  Roads,  and  if  no  more 
can  be  dumped  1,000,000  more  cars  in  Pennsylvania  won't  help. 
I  understand  that  the  president  of  the  Baltimore  &  Ohio  feels  that 
more  cars  might  increase  the  dumping  at  Baltimore,  but  so  far  as  I 
am  aware  as  a  matter  of  fact  it  has  not  operated  in  that  way. 

The  Chairman.  You  say  that  New  England  received  no  additional 
coal  under  car-service  order  No.  7.  Did  it  receive  any  additional 
coal  under  car-serv^ice  order  No.  6? 

Mr.  Storrow.  Car-service  order  No.  6  is  the  order  that  was  issued 
by  the  Interstate  Commerce  Commission  as  a  result  of  the  application 
of  the  six  New  England  governors  on,  I  think,  the  19th  day  of  June 
to  the  Interstate  Commerce  Commission  for  relief.  I,  among  others, 
went  down  to  represent  the  governor  of  my  State.  We  told  them 
that  we  had  to  have  more  coal  from  Hampton  Roads,  and  we  asked 
them  to  see  that  we  had  our  fair  share  of  those  piers  and  cars,  and 
we  told  them  that  no  more  piers  could  be  built  and  no  more  cars 
could  be  dumped. 

The  Interstate  Commerce  Commission  issued  an  order,  and  I  think 
the  material  words  bearing  on  this  are  these:  ''Coal  destined  for 
New  England  shall  have  priority  and  preference  in  the  supply  of 
cars." 

Those  are  the  exact  words  of  the  order — "  priority  and  preference 
in  the  supply  of  cars." 

That  order  sounded  good  to  us,  and  we  thought  we  had  obtained 
relief,  and  all  the  gentlemen  who  were  there  present  designated  by 
each  of  the  six  New  England  governors  went  home,  and  we  thought 
something  was  going  to  happen  and  we  felt  much  better,  but  it  didn't 
happen. 

The  Chairman.  Then  there  was  no  export  of  coal  restricted  under 
that  order? 

Mr.  Storrow.  No,  sir;  and  so  far  as  I  can  see  that  order  is  of  no 
earthly  use.  What  we  thought  we  were  getting  by  these  words, 
"  priority  and  preference  in  the  supply  of  cars  "  was  the  allotment  of 
certain  cars  for  movement  to  the  piers  for  New  England  coal.  We 
thought  that  we  were  going  to  be  able  to  go  over  to  a  mine  and  say, 
"  Here  are  20  cars.  You  can  have  these  cars  if  you  will  fill  them  for 
New  England.  If  you  don't  want  to  fill  them  for  New  England  we 
will  take  them  somewhere  else  and  ask  some  other  mine  to  do  it." 
That  is  what  we  thought  "  priority  and  preference  in  the  supply  of 
cars"  meant.  It  was  quite  fully  discussed  by  us  before  the  com- 
mission, and  the  order  was  not  settled  until  the  second  day,  and  we 
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went  in  and  discussed  it  some  more,  but  I  think  we  were  very  stupid 
l>e<*ause  at  the  request  of  the  National  Coal  Association  tlie  Inter- 
state Commerce  Commission  was  asked  two  days  later  to  define  that 
order.  I  think  that  letter  defining  it  is  appended  to  this  report.  I  am 
iiot  sure  that  the  Interstate  Commerce  Commission  said  what  the 
order  did  mean,  but  they  said  what  the  order  did  not  mean,  and 
tJiey  said  that  it  did  not  mean  the  ability  to  assign  cars  at  the  mines 
lo  move  coal  to  New  En<jland,  and  so  far  as  we  can  discover,  or  so 
far  as  any  New  England  shipper  has  discovered,  we  waked  up  at 
t]i%^  end  of  five  or  six  days  and  found  we  had  had  a  fine  trip  to 
Washington  but  we  got  absolutely  nothing. 

That  Tetter  defining  the  order  is  given  on  page  36  of  the  appendix 
t«»  this  report,  which  I  if  I  may  I  would  like  to  present. 

The  Chairman.  Yes;  and  insert  it  in  the  record. 

( The  letter  referred  to  by  Mr.  Storrow  is  here  printed  in  full,  as 
ftdlows:) 

June  28,  1920. 

Mr.     .lolIN     (\V1XAITAN. 

Traffic  Manager  National  Coal  Association, 

Washington^  D.  C 

r*i:\K  Sir:  I  have  your  letter  of  the  24th  Instant,  In  which  you  quote  a  tele- 

Chableston,  W.  v.,  12JiG  p.  m.,  June  23, 
.'.    n.   A.   MoKiuiu*. 

t  II  r   l*r(»i'icnt  Sational  Coal  Association, 

Commercial  Hank  HuiUUng,  Washington,  /).  C: 

I  4{Ui*{i'  from  wire  re<'e!vetl  from  New  England  Coal  &  Coke  Co.:  *•  Your  wire 

,,!  I  t-r  IriUTKtnti*  ('onimerce  C<inuiiis.*iion  f)r(ler  No.  6.     You  uiny  be  assigned  cars 

:    r  Nt  w  l.ti'.:i:iiMl  UmhIIuk  in  addition  to  oomniercial  supply.     Such  cars  will  be 

i»^i::ji«s!  Ii>    Storrow,  in  Boston,  u\Hm  application   from  us.     IMease  wire  me 

iit.tii lately  h4»\v  mnny  assif^ied  cars  under  this  order  ytm  are  willing  accept 

♦-r   v^H'k  f«»r  next  IM)  <lays.  nnd  at  what  price.     Hope  you  will  authorize  us 

'»»••  appli<*atlon  for  Fubstantlal  number  of  cars  and  thus  help  us  serve  some 

'    ••(If  old  customera" 

G.  H.  Capebton. 

\  Ml   o'-k  to  Ih*  advisetl  if  the  understanding  expressed  in  this  message  is 

•"^t.     M>   answer  is  tliat  tliat  understanding  is  not  correct. 

I'xiJer  servic^e  order  No.  7,  Issued  on  June  10,  1920,  carriers  are  required  for 

^  I.  -.  -1  «if  ;v>  *\'A\*i  to  'Jive  pn*ference  to  coal  Ifi  tlu*  use  of  open-top  cars  suit- 

•»  ft^r  londine  and  transiK)rtlng  coal,  with  the  proviso  that  such  cars  may 

•-    u**ti  lo  serxioe  moving  in  tlie  direction  of  the  empty  movement,  but  not  to 

:•■  u'n  nmteriaUy  out  of  line  or  beyond  the  mine  or  mines  to  l)e  supplied.    This 

.  .  -  '\,M'n  lint  r»*<piii»»,  aiitli«iriz<»,  or  c<»ntt*niplat<'  any  change  in  tlie  rules  gov- 
#-"  nz  *h^  railn;r<  of  mim*s  and  distribution  of  cars  when  the  available  supply  is 
i»-»  t  .an  100  p»*r  cent. 

.<-r>i«'e  ord»*r  No.  6.  also  Issued  on  June  10,  1020,  required  the  carriers  to  give 

•  ^ff'Wn'^  and  priority  to  bituminous  coal  moving  to  any  tidewater  coal  trans- 

•  .;  'nent  pier  at  or  north  of  Charleston,  S.  (?.,  for  coastwise  movement  to  a 
•  .-  !  .n  t*j#»  UnftiMl  States,  and  also  preference  in  supply  of  cars  for  such  lailing 
'<:  .n  the  «>ovenient  thereof.    Tlds  ci>al  must  l)e  consigned  to  a  im>oI  or  j>onls  of 

•i.     !'.•  ii««  «*<«.il  at  the  tran»ishipment  port,  and  preferiMice  and  jniority  umst  be 
..  ^.•-Ik«5  to  It  in  placement  of  cars  and  vessels  nnd  In  dumping  the  coal. 

I.  .*  ♦»rdf*r  thn**^  not  nnjulrt*,  authorize,  or  contemplate  any  nKMlIlication  of  or 

:»'l.it.«'a  fn»m  the  estal>llshe<l  rules  governing  mine  ratinjis  and  distribution 

^  •■•r*     Shlprwnt^  to  tidewater  piers  for  dcanestic  points  take  precedence  over 

•«r  f«  «jch  ptera  for  hunkernge  or  for  transshipment  by  water  to  other  jiolnts. 

I  ,i?  m  the  ^vent  of  nuch  preference  t)ie  order  does  not  direct,  authorize,  or  con- 

•♦'.;••*•«»  ^vinff  such  preferential  cars  t<»  any  mine  In  addition  to  or  over  and 

•  •-•%*•  \XM  dl»tr!batlre  share. 

\'-n  ••k  further  wh»lh»*r  service*  order  No.  0  gives  priority  to  New  Knplnnd 

•  '  .1  .««'«itij:  under  thi»  provlslona  of  tinit  order  over  coal  moving  to  all-rail  des- 
c::.aUocyi  and  to  pool*  at  iMke  Erie  porta. 
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The  order  does  not  give  coal  moving  to  New  England  preference  over  JUiy 
other  coal  moving  to  one  of  the  piers  covered  by  the  order  for  transshipment  by 
water  to  a  United  States  destination  and  consigned  to  or  as  a  part  of  a  pool  or 
pools  at  such  port  To  the  extent  above  indicated  It  does  give  preference  auU 
priority  to  coal  consigned  and  moving  to  the  transshipment  piers  for  coastwltc 
movement  over  all  other  coal  moving  to  the  same  piers. 
Very  truly,  yours, 

Edoab  E.  Clark,  Chairman. 

The  Chairman.  It  has  been  said  that  there  are  millions  of  tons  of 
coal  held  on  sidings  in  terminals.  Has  the  Interstate  Commerce 
Commission  the  authority  to  prevent  the  use  of  open-top  cars  to 
held  the  cars  in  this  manner? 

Mr.  Storrow.  Yes;  I  think  as  a  practical  matter  they  can  stop  it, 
or  practically  stop  the  whole  of  it.  1  think  there  are  two  methods  that 
could  be  used.  In  the  first  place  the  speculator  buys  coal  and  has  it 
shipped  to  some  point  in  his  name,  or  an  agent's  name,  but  he  does 
aot  intend  that  to  be  the  final  destination.  So  when  he  has  shopped 
around  and  got  his  figure,  his  top  price,  he  then  asks  for  that  coal  to 
be  reconsi^ned  to  a  new  shipper  and  a  new  destination.  During  the 
Fuel  Administration  the  reconsignment  of  cars,  which  is  what  the 
speculator  is  doing  (the  fellow  that  is  buying  coal  for  consumption 
knows  where  he  wants  it  sent),  the  reconsignment  of  cars  was 
stopped.  I  am  not  expert  on  the  legal  side  of  it,  but  I  believe  that  the 
Interstate  Commerce  Commission  might  stop  that  reconsignment  as 
a  means  of  getting  the  best  use  out  of  existing  railroad  facilities, 
because  it  is  obvious  that  a  car  moved  to  one  place  and  then  held  in 
the  yard  is  blocking  the  yard,  and  for  all  you  know,  it  may  go  back 
over  the  same  tra^k  it  came  on.  And  under  the  responsibility  of  the 
Interstate  Commerce  Commission  to  see  that  railroad  facilities  are 
used  effectively  I  should  suppose  they  could  stop  this  reconsignment. 

Now,  there  is  another  pretty  effective  instrument  that  bears  on  it. 
The  speculator  uses  the  car  for  storage  while  he  is  shopping  around  to 
get  the  top  price,  and  the  per  diem  charge  for  holding  that  car  has  a 
very  direct  oearing  on  how  long  he  will  decide  to  shop  around.  But 
to  prohibit  reconsignment  is  the  way  to  damage  him  and  hurt  other 
people  in  the  least.  If  you  put  a  high  per  diem  on  it  it  will  affect 
everybody.  I  think  a  good  stiff  per  diem  should  be  on  cars.  Well, 
the  president  of  one  of  tne  large  coal  companies — well,  he  is  a  railroad 
official,  he  is  vice  president  of  one  of  the  large  railroads — I  under- 
stand has  recently  Drought  this  subject  to  the  attention  of  the  Inter 
state  Commerce  Commission.  He  said  those  newspapers  indicated 
that  some  shippers  were  forwarding  coal  to  points  in  the  vicinity  of 
large  cities  and  holding  for  an  increase  in  prices,  and  that  the  prac- 
tice ought  to  be  discontinued  in  order  to  improve  the  car  suppl3^  So 
that  that  vice  president  of  that  railroad  evidently  feels  it  can  be  done. 
It  has  been  done.  It  was  done  during  the  Fuel  Administration.  It 
was  done,  I  think,  by  the  Railroad  Administration. 

The  Chairman.  In  your  opinion,  does  this  speculation  in  coal  cause 
an  unnecessary  use  of  open-top  cars  which  have  been  taken  away 
from  the  building  industry  and  industry  in  general  ? 

Mr.  Storrow.  Yes,  sir ;  I  think  it  does.  The  Interstate  Commerce 
Commission  has  issued  that  open-top  car  order,  taking  cars  away 
from  other  industries.  They  do  that  on  the  ground  there  are  not 
enough  coal  cars  in  the  coal  i3usiness.  Now,  if  thousands  of  cars  are 
being  held  by  speculators,  which  I  believe  is  the  fact,  it  is  perfectly 
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e\  ident  that  they  are  causing  a  scarcity  of  coal  cars,  and  then  the 
men  who  are  depending  on  their  use  for  building  materials,  are  re- 
quired to  foot  the  bill  and  supply  the  cars.  Well,  now,  that  does  not 
M^im  to  be  fair.  I  do  not  think  they  should.  I  think  the  speculator 
'>uirht  to  be  cut  out,  and  I  believe  it  is  absolutely  practical  to  cut  him 
•Mit :  I  mean  95  per  cent,  or  about  that.  Because  every  car  that  is  un- 
ruve??sarily  tied  up  is  one  more  car  that  under  the  present  policy  of 
f:  e  Interstate  Commerce  Commission  they  are  taking  away  from 
otliHf  trades,  or  it  means  that  having  taken  all  away  from  other 
tr:i<li*s,  whicli  is  the  present  status,  they  are  going  to  keep  them 
K»  much  longer,  because  they  have  not  caught  up  with  the  coal  re- 
Miiirements,  so  that  it  is  a  very  improper  and  unfair  practice,  and  at 
j'H  >»'nt  the  people  who  require  open-top  cars  for  other  purposes,  per- 
f^^tly  legitimate  purposes,  are  footing  the  bill.  That  is  absolutely 
true. 

Tlie  Chairman.  Mr.  Storrow,  do  you  believe  the  sale  of  coal  for 
e\|>ort  at  present  prices  is  prompted  by  motives  of  humanity  or 
natives  of  profit? 

Mr.  Storrow.  Well,  I  do  not  like  to  deal  so  much  in  other  people's 
n..»tivps.  I  do  not  think  I  have  any  particular  personal  knowledge 
of  the  springs  of  human  action  that  is  not  open  to  other  people. 

The  Chairman.  It  is  a  fact,  nevertheless,  as  you  have  testified, 
tK  t  the  exports  of  coal  more  than  doubled  since  the  governmental 
n^- Fictions  were  removed? 

Mr.  Storrow.  Yes;  and  quadrupled  over  what  you  might  call  a 
;'•  - » 1  round  normal  vear. 

The  Chairman.  >Vhat  was  the  fair  price  for  coal  before  the  war? 

ilr.  Storrow.  Why,  my  knowledge  on  that  is  a  little  vapie,  but  I 
nM.er  think  that  the  mine  could  sell  it  at  the  mine  for  ^1.25,  and 
\'\M  it  was  getting  a  very  good  price.     Millions  of  tons  and  cer- 

•  rily  hundreds  of  millions  of  tons  had  sold  for  less  than  that.  I 
t!  :T<k  it  was  around  that. 

I  !ie  Chairman.  A  gentleman  whose  business  is  at  Pittsfield,  Mass., 
t'l  1  nie  that  several  years  ago  he  purchased  at  90  cents. 
Mr.  Stiirrow.  Yes,  sir. 
1  lie  Chairman.  And  his  contr.ict  for  this  vear  at  the  mine  was 

•        •  • 

^fr.  Storrow.  Yes,  sir.  The  price  of  coal  now,  spot  coal  at  the 
:■  ri-<  is  alMiut  $12.  I  hear  of  cases  of  $11  and  I  hear  of  cases  of  $14 
:t  t!j<»  mines,  but  I  should  think  to-day  the  spot  price  of  coal  at  the 

•  'T  i*'9  mouth  is  about  $12. 

I  li*:*  Chairman.  What  was  the  price 

Mr.  St^'Khow.  In  this  eastern  field. 

1^  *'  Chukman.  What  was  the  price,  if  you  recall,  at  the  time  of 

•  ••  -iunirizr  of  the  armistice,  about? 

Mr.  >Ti'RRow.  Why,  we  were  imder  Federal  regulation  then.     I 

'  "t  tinly  knew  at  that  time,  because  I  was  a  part  of  the  distributing 

'    t  '  .ne  of  the  Federal  Fuel  Administration.    I  remember  that  coal 

'•ators — that  is,  a  committee  of  coal  operators  voluntarily  created 

*•-  'o*-**  the  ptt«»«ajre  of  the  I^ver  Act,  before  the  Government  acted 

•  r»-:njlnte  it  at  all,  that  they  would  limit  their  price  to  $*^.  That  was 
••'  ■  •*'ly  in  Mav  or  June,  after  the  outbreak  of  the  war.  That  is 
'^ '  it  they  thought,  the  operators  themselves. 
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The  Chairman.  Was  not  that  the  arrangem^t  they  made  with 
Secretary  Lane? 

Mr.  Storrow.  Yes,  sir ;  and  one  of  the  other  Secretaries 

The  Chairman.  Upset  it? 

Mr.  Storrow.  He  said  it  was  an  outrageous  price,  and  it  was  upset, 
so  that  for  that  time  it  was  either  an  operator's  price,  agreeable  to 
Secretary  Lane,  or,  it  was  an  outrageous  price,  according  to  another 
Secretar3\  At  any  rate,  it  must  be  considered  as  the  top  price.  When 
the  Fuel  Administration  was  formed  I  think  the  price  was  originally 
set  at  about  $2.25 — m}"  recollection  is  about  $2.25  or  $2.  Well,  prob- 
ably $2  is 

Tlie  Chairman.  Did  that  hold  good  at  the  armistice? 

Mr.  Storrow.  No,  sir.  the  expense  of  mining  during  the  war  con- 
stantly crept  up.  The  price  of  coal  crept  up  slowly,  and  I  should  say 
that  at  the  time  of  the  armistice  the  price  was  $2.75 — about  $3  in 
Pennsylvania  and  $2.60  or  thereabouts  in  the  West  A^irginia  fields. 

The  Chairman.  And  that  was  the  price  at  the  mine,  was  it  not? 

Mr.  Storrow.  Yes,  sir;  the  price  at  the  mine. 

The  Chairman.  Did  you  say  a  moment  ago  that  the  price  now  at 
the  mine  was  about  $12? 

Mr.  Storrow.  On  spot  coal ;  yes,  sir. 

The  Chairman.  Spot  coal? 

Mr.  Storrow.  Spot  coal.  Of  course,  there  are  all  sorts  of  con- 
tracts which  were  entered  into  last  spring  or  winter  before  we  got 
into  this  mess. 

Tlie  Chairman.  And  that  is  caused  by  everybody  bidding  against 
everybody  else? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  With  the  price  of  coal  at  the  mine  $12,  what 
would  be  the  price  at  tidewater? 

Mr.  Storrow.  I  am  not  very  familiar  with  those  rates,  but  I  recol- 
lect the  rate  from  West  Virginia  mines  to  Hampton  Roads  is  about 
$2.     It  varies  a  little,  according  to  the  distance  of  the  particular 

mine. 

The  Chairman.  That  would  be  $14  at  Hampton  Roads? 

Mr.  hToRRow.  Yes:  and  I  guess  some  of  the  distant  mines  a  trifle 

more. 

The  Chairman.  What  is  the  resultant  price  in  Boston? 

Mr.  Storrow.  And  I  want  to  say,  in  talking  about  $14  in  Hamp- 
ton Roads,  I  am  within  tlie  mark,  because,  as  a  matter  of  fact. 
New  England  buyers  have  been  bidding  $17  at  Hampton  Roads,  and 
there  have  been  some  large  sales  in  the  last  few  weeks  at  $17,  which 
is  the  best  they  could  do.  I  have,  for  instance,  a  telegram  received 
last  Friday  morning  from  one  of  the  largest  New  England  roads 
which  does  intelligent  buying,  and,  if  I  recollect  correctly,  they  were 
paying  something  like  $1(5.70;  so  $14  is  below  the  market  at  Hampton 
Roads.  It  costs  $2.75,  the  present  steamer  rate  to  Boston,  arid  then 
there  is  insurance  and  various  incidentals.  That  $17  coal,  which 
has  been  actually  paid  at  Hampton  Roads,  that  has  cost  in  Bos- 
ton $20,  and  we  have  had  sales  in  Boston  Harbor  at  over  $20,  and 
quite  a  number  of  them.  In  fact,  the  price  in  Boston  Harbor  for 
that  spot  coal  has  been  running  from  $20  to  $23.  There  was  a  cargo 
sold,  to  mv  knowledge,  the  week  before  last — a  whole  shipload — at 
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$23,  Boston  Harbor,  Hampton  Boads  coal.  Now,  before  the  war  the 
price  of  coal,  I  should  say,  in  Boston  Harbor  would  be  around  $4; 
bit  we  have  to  paj'  between  five  and  six  prices  to  get  coal,  and  we  are 
not  (retting  it  at  that. 

The  Chairman.  Have  you  any  idea  what  it  costs  to  mine  a  ton  of 
coal,  Mr.  Storrow? 

Mr.  Storrow.  No,  sir;  I  am  not  very  expert  on  that.  I  think. that 
»lurin«r  the  war  the  Government  prices,  at  the  end  of  the  war,  $2.60 
fnr  West  Virginia  coal  and  $3  for  Pennsylvania  coal,  probably  repre- 
M  riteiJ  cost  plus  a  fair  profit.  At  any  rate,  that  was  the  opmion  of 
i'm'  Fuel  Administration. 

I  liave  been  trving  to  think — $2.60  for  West  Virginia  and  $3  for 
Pennsylvania.  I  am  inclined  to  think  a  perusal  of  the  reports  of  the 
Hulling  companies,  who  were  mining  coal  while  tliose  prices  pre- 
t ruled,  would  show  a  very  reasonable  profit,  which  is  the  proof  of  the 
I'U.iding. 

Thf  CiJAiKMAX.  At  $2.60? 

Mr.  ST«»aii()W.  Yes;  $2.00  for  West  Virginia,  where  the  seams  are 
f'.'k»-r  and  mining  costs  less,  and  $3  for  Pennsylvania.  And  I 
t'lnk  I  can  show  you  mining  reports  showing  that  they  had  a  good 
jt-ar. 

The  Chairmax.  Does  the  miner  or  coal  operator  receive  these 
♦■\tnion.linar>'  increases  in  prices  that  we  have  been  discussing,  or  is 
t'.rre  a  mitldle  man  between  that  gets  it? 

Mr.  St<»ri{()W.  Well,  I  think,  Senator,  both  of  those  statements  are 
*f  :e.  I  think  a  great  deal  of  coal  is  being  bought  directly  from  the 
■  A.r  in  Pennsylvania  to-day  at  $12,  so  that  the  miner  is  getting  the 

•  mIi?  «if  it.  And  I  think  the  same  thing  is  true  in  AVest  A'irginia. 
1  •!*»  not  mean  that  the  majority  of  the  coal  is  being  bought  at  that, 

•  Wi^  tlie  majority  of  tlie  coal  is  moving  under  contracts,  but  I 
'  All  A  vtTV  heavy  tonnage  is  moving  at  tliose  figures.  Sometimes 
•  *•  *-;»♦*«  iilator  gets  between,  but  he  is  the  man  who  is  charging  us  in 

•  -t..n  Harbor  what  is  equivalent  at  the  mine  to  fourteen  or  fifteen 
.■  '.'  jrs. 

1  ;,»•  (*HAiRMAX.  Mr.  Storrow,  have  vou  any  idea  what  the  average 

■  •*•  of  cc»al  is  contracted  for,  for  delivery  this  year  in  Boston,  let 

^Ir.  STia:R<»w.  Well,  I  have  heard  of  a  good  manv  contracts  run- 

'    J,  I  hhouM  s:iy,  from  $3.75  to  $4.50.     I  have  heard  much- respected 

•r4tMr>,  roal  miners,  say  that  they  had  plenty  of  chances  to  sell 

■  r  .-rf'.il  for  mueh  higher  prices  than  $4.50,  but  they  had  been 
■  .!  .j.*j  to  take  it.  They  had  sold  their  entire  oputput  for  from  $4 
^♦>*,   and   were  unwilling  to  take  more,  although   they  could 

i .  ••  ('n\irMAN.  Mr.  Storrow,  what  i>roporti()n  of  the  coal  being 
♦  r.«l  in  New  Kni;lan<l  to-day  is  IxMug  shi])j)od  there  at  the  ex- 
.«•  |»ri«#'sf     lliwe  you  any  knowledge  of  tliat'^ 
:.   St«»uhow.  I   think  there  is  some  guess  aijont  that.     I  have 
-  I   if  «^'Timati*d  r»r  iruess(Ml,  which  is  all  it  is,  by  coal  ojuMjitors. 
•  i\   to  m*»  that  all  the  mine  coal  that  is  soiling  at  these  prices 
•t  r*'»r»*  tlwin  'JO  ner  cent  of  the  total.     1  mean  I  have  heard  the 
r-r.  '■-  -;iy  that.     Nly  guess  would  be  it  was  somewhat — soniewliero 
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between  20  and  30,  and  I  do  not  think  it  is  30,  and  I  am  inclined  U> 
think  it  is  more  than  20.  In  other  words,  I  think  these  $10,  $12,  and 
$14  mine  prices  probably  cover  from — well,  to  be  conservative,  I 
would  i:all  it  20.  I  would  be  very  much  inclined  to  think  it  might 
be  25. 

The  Chairman.  When  did  the  increase  in  the  price  of  coal  start  t* 

Mr.  Storrow.  It  started,  I  think,  exactly  concurrently  with  the 
jump  in  export  coal. 

The  Chairman.  Then,  in  your  opinion,  the  export  of  coal  has 
caused  the  excessive  prices  to  consumers  in  this  country  ? 

Mr.  Storrow.  Well,  I  think  it  would  be  fair  to  say  that  I  think 
it  has  been  a  very  material  and  important  factor  in  it.  I  do  not 
know  whether  it  is  f  air^  quite,  to  say  as  a  whole  that  that  is  so,  but  it 
had  very  much  to  do  with  it,  in  my  opinion,  and  I  believe  it  has  been 
the  chief  factor. 

The  Chairman.  I  wonder  if  it  would  be  possible  for  you  when  you 
revise  your  testimony  to  give  us  some  idea  as  to  the  resulting  in- 
creased cost  to  the  citizens  of  this  country  through  these  excessive 
exports.    Is  that  possible  to  estimate? 

Mr.  Storrow.  Yes,  sir ;  I  am  willing  to  do  a  little  arithmetic. 

The  Chairman.  Car  you  give  us  that  offhand  now? 

Mr.  Storrow.  If  somebody  will  take  a  pencil  and  help  me,  I  will 
do  a  little  figuring  out  loud.  The  normal  production  in  the  Penn- 
sylvania region  is  170,000,000  tons.  The  normal  production  in  the 
West  Virginia  fields  is  90,000,000  tons.  There  is  260,000,000  tons. 
Now,  these  excessive  J)rices  we  are  talking  about  are  in  those  two 
fields.  When  you  go  farther  west  they  are  not  paying  these  prices. 
They  are  paying  high  prices,  but  they  are  not  paying  our  prices. 
How  much  does  that  make  ? 

The  Chairman.  Two  hundred  and  sixty  million  tons. 

Mr.  Storrow.  Yes,  sir.     Now,  what  would  be  20  per  cent  of  that  ? 

The  Chairman.  Fifty-two  million. 

Mr.  Storrow.  Taking  the  estimate  of  the  spot  tonnage  moved  by 
these  excessive  prices  at  20  per  cent,  gives  52,000,000  tons.  Now,  I 
won't  assume  that  is  selling  at  $12 ;  I  will  assume  it  is  $10.  I  know 
lots  of  it  is  selling  at  $12,  and  I  think  that  is  the  price  to-day.  I  am 
going  to  estimate  that  there  is  a  fair  profit  of  25  cents  at  $4,  That 
that  is  a  fair  profit  and  the  miners  ought  to  have  it.  Now,  from  $4 
to  $10,  is  $6  extra,  and  on  52,000,000  tons  that  is  $312,000,000.  There 
is  $312,000,000  as  sure  as  you  are  sitting  at  this  table,  and  that  is 
not  the  whole  of  it.  I  mean  at  that  annual  rate ; — we  are  paying  that 
bill  as  we  go  along.  In  my  opinion  that  is  a  rough  calculation,  but 
I  think  when  you  have  sharpened  your  pencil  and  made  a  better  one, 
it  will  be  higher. 

The  Chairman.  Then,  it  is  costing  the  people  in  this  country  at 
least  $312,000,000  directly  and  perhaps  several  times  that  indirectly. 

Mr.  Storrow.  Yes,  sir.  My  own  view  is  that  that  is  a  conservative 
statement.  And,  I  want  to  point  out  this,  that  if  at  $4  a  man  is  mak- 
ing 25  cents  a  ton,  at  $10,  which  is  not  to-day's  price,  they  are  makings 
25  times  a  handsome  profit,  because  the  difference  between  $3.75  or 
$4  assuming  that  is  one  profit,  $6  is  24  quarters,  so  that  at  $10  the 
mines  of  this  country  are  making  25  profits;  at  $12  (and  we  are  buy- 
ing lots  of  coal  at  that  price  at  the  mines)  they  are  making  33  profits. 
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^ow,  that  is  what  is  going  on,  and  understand,  I  am  limiting  it  to 
:iO  per  cent  of  the  total.    1  think  that  is  a  conservative  figure. 

The  Chaibman.  It  may  be  more  than  that  ? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  Then,  the  seller  of  export  coal  is  not  only  selling 
his  coal,  but  also  the  transportation  facilities  of  the  country,  which 
are  now  inadequate  for  the  conduct  of  the  country's  business  ? 

Mr,  Storrow.  Yes,  sir. 

The  Chairman.  And  these  transportation  facilities  cost  the  tax- 
payers of  this  country  vast  sums  of  money  in  addition  to  railroad 
tariffs.  I  am  told  that  the  railroads  cost  the  people  of  this  country 
^*^iO<H),000  last  month,  paid  out  of  the  public  treasury  in  addition 
lo  railroad  tariffs,  paid  directly  by  the  people. 

Mr.  Storrow.  Yes,  sir;  I  can  snow  you  one  of  our  New  England 
niilroads,  the  month  of  June,  was  obliged  to  go  in  and  pay  out 
abnormal  prices  for  coal  compared  with  last  year — this  is  history — 
last  month,  at  a  rate  which  will  make  their  operating  expenses  on  the 
iit*ra  of  fuel  alone  $6,000,000  more  than  last  year.  That  is  a  great  deal 
f'-r  one  little  New  England  railroad.  They  are  not  the  big  systems. 
1  hey  are  the  figures  given  to  me  by  the  purchasing  agent  from  his 
i-^i'jks.  It  is  a  fact  that  in  June  ne  was  obliged  to  buy  coal  at  a 
rate  which  put  his  operating  expense  from  that  item  alone  up  past 
^l.tNui.DCK),  and  in  July  it  will  be  worse. 

The  Chairman.  If  the  statement  is  true  that  the  seller  of  export 
v.al  is  selling  our  transportation  facilities  as  well  as  our  coal,  then 
fofipi^rn  countries  are  buying  a  portion  of  our  limited  facilities  as 
Vf^Il  as  our  coal. 

Mr.  Storrow.  That  is  exactly  what  is  happening,  sir,  in  my 
<ipinion. 

The  Chairman.  Is  it  possible  to  estimate  the  results  of  the  lack 
•f  milniad  facilities  on  industry  in  general? 

Mr.  Storrow.  I  did  not  get  that.         , 

Tl  e  Chairman.  In  your  judgment  is  it  possible  to  estimate  the  r«- 
-  lit  of  this  large  movement  of  export  coal,  together  with  the  rean?^ 

•  t  the  lack  of  railroad  facilities  on  industry  in  general,  because  of 
ihs  export  J 

Mr.  Storrow.  No;  I  do  not  exactly  see  how  you  could  do  that. 
T:j«»  point  of  view  of  the  operators  is  that  this  twelve  millions  a  year, 
f  tiut  Ls  the  amount  of  tidewater  export,  is  a  small  factor.  They  are 
^'•7*  fon«l  of  giving:  you  the  figures  for  the  total  production  in  the 
ri.it*-il  States.  ^Mien  they  do  that  it  makes  the  export  look  like 
■  r.  insignificant  percentage.  The  trouble  with  the  export  business 
>  tliat  it  is  ail  coming  out  of  these  eastern  fields.     The  West  has 

•  "thrnfr  to  <lo  with  it  at  all.  You  can  not  haul  that  coal  to  seaboard. 
J I  -y  5ay  that  the  excessive  export  of  coal  is  a  very  small  baby  and 

r.»*  tltat  ought  not  to  be  very  much  criticized.  But  I  say  it  io  a  sin, 
IT  ^h'^w.  and  you  have  a  right  to  say,  "Well,  that  is  not  a  virtuous 
\..us  to  do.** 

Hip   Chairman.  Now,   Mr.   Storrow,   in  your   opinion   has  the 
!'t#'n-tate  C<jmmerce  Commission  the  right  to  curtail  the  export  of 
■ilf    IM  1  understand  that  vdu  requested  them  to  do  it? 
Mr.  Sttibbow.  Why,  we  asked  them  to  restore  to  us  a  fair  snare 

•  f  the  railroad  facilities*  knowing  perfectly  well  the  resultant  thing 
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would  be  the  reduction  of  exports.  In  making  our  case,  we  espe- 
cially made  it  plain  if  they  cared  to  embargo,  it  would  suit  us  very 
well.  We  said,  practically,  to  them,  "  We  suppose  perhaps  you  do  not 
want  to  directly  embargo ;  but,  at  any  rate,  protect  us  Americans  to 
the  extent  of  our  absolutely  necessary  needs  in  the  use  of  American 
railroad  facilities,  and  you  can  do  it  any  way  you  like." 

The  Chairman.  Do  you  think,  under  the  transportation  act,  they 
have  the  right  to  direct  an  embargo  on  the  exports  ? 

Mr.  Storrow.  We  are  advised  by  our  counsel  that  they  not  only 
have  a  right  but  that  is  their  duty,  without  even  our  appearing  to 
ask  them  for  it.  The  recent  act  of  Congress,  as  I  rememoer  it,  gives 
them  broad  powers  to  meet  everything,  what  I  think  is  described  in 
the  act  as  "  transportation  emergency."    I  think  that  is  the  phrase. 

The  Chairman.  Had  the  exports  of  coal  been  curtailed  in  the 
spring,  would  the  present  coal  emergency  and  transportation  short- 
age been  avoided? 

Mr.  Storrow.  You  know,  when  you  get  a  panic  started  in  the  coal 
business — or,  in  other  words,  when  you  get  a  shortage  of  only  4  or  5 
per  cent — you  are  in  trouble.  Now,  I  do  not  think  it  is  possible  to 
answer  that  question  positively.  I  have  the  feeling  that  if  that  action 
had  been  taken  promptly  it  might  have  had  a  sufficient  effect  to  get 
a  supply  without  all  this  rumpus.  The  operatives  themselves  tell  me 
that  they  think  they  must  have  an  increase  in  coal  production  of  as 
high  as  6,000,000  tons  a  month ;  if  you  believe  that,  then  a  million  tons 
would  not  have  stopped  it. 

The  Chairman.  Air.  Storrow,  who  is  associated  with  you  in  pre- 
paring the  report  from  which  you  have  quoted  here? 

Mr.  Storrow.  Eepresenting  the  State  of  Massachusetts,  Lieut.  Gov. 
Channing  H.  Cox,  David  A.  Ellis,  member  of  the  State  public  utili- 
ties commission,  and  the  Massachusetts  State  fuel  administrator.  We 
went  to  Washington  at  the  request  of  Gov.  Coolidge  to  present  his 
application  for  relief  to  the  Interstate  Commerce  Commission.  Con- 
necticut, Lieut.  Gov.  Clifford  B.  Wilson,  Thomas  W.  Russell,  State 
fuel  administrator.  Maine,  Benjamin  F.  Cleaves,  chairman  public 
utilities  commission;  James  C.  Hamlen,  State  fuel  administrator. 
Rhode  Island,  Malcolm  G.  Chace,  State  fuel  administrator;  J.  E. 
Gray,  special  representative  of  Gov.  Beeckman.  New  Hampshire^ 
Edwin  C.  Bean,  secretary  of  state;  Hovey  E.  Slayton,  State  fuel  ad- 
ministrator. Vermont,  W.  L.  Davis,  member  of  the  State  board  of 
control;  H.  J.  M.  Jones,  State  fuel  administrator.  I  think  two  of 
those  gentlemen  were  not  actually  able  to  be  in  Washington,  but  they 
assisted  in  the  report. 

The  Chairman.  And  this  report  is  the  result  of  your  examination 
into  the  object? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  With  your  associates? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  And  comes  after  the  meeting  before  the  Inter- 
state Commerce  Commission  on  June  17? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  Have  the  governors  or  any  of  the  governors  of 
New  England  taken  any  action  on  this  report? 
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Mr,  Storkow.  Yes,  sir.  I  know  the  governor  of  my  State  has 
talke<l  with  the  chairman  of  the  Interstate  Commerce  Commission — 
went  to  Washington  and  talked  with  him,  and  he  also  has  commu- 
nicated with  the  President  once  or  twice ;  and  I  think  the  governors  of 
the  other  States  communicated  with  the  President.  I  happened 
to  see  a  telegi-am  that  Gov.  Holconibe,  of  Connecticut,  sent  to  the 
President,  in  a  Hartford  paper  10  days  ago.  I  think  in  fact  that 
they  have  all  communicated  with  the  President,  but  oi  my  own 
knowledge  I  can  onlv  say  those  two  governors.  My  own  governor 
and  the  governor  of  Connecticut. 

The  Chairman.  On  July  8,  the  Interstate  Commerce  Commission 
granted  a  hearing  to  the  construction  industries  in  accordance  with 
my  own  telegraphic  request  to  that  commission.  The  hearing  was 
for  the  purpose  of  the  repeal  or  modification  of  Order  No.  7.  I  have 
been  advised  that  the  commission  requested  the  railroads  and  coal 
operators  to  confer  and  make  recommendations,  and  understand  that 
such  conferences  have  been  taking  place  between  the  railroads  and 
the  coal  operators  during  the  past  week. 

I  would  like  to  know  if  you  are  aware  of  these  conferences  and  of 
the  resulting  joint  recommendations  by  the  railroads  and  the  coal 
operators  to  the  Interstate  Commerce  Commission? 

ilr.  Storrow.  At  the  suggestion  of  an  official  of  the  American 
Railway  Association,  I  was  invited  with  other  Xew  England  State 
fuel  administrators  to  meet  a  committee  of  the  National  Coal  Asso- 
ciation in  New  York  on  Friday,  and  I  met  the  committee.  That  meet- 
in<z  adjourned  until  yesterday,  but  some  of  the  members  of  the  com- 
mitt#.*e  were  present  at  the  Northwest  hearing  in  AVashington,  and 
that  committee  has  been  in  conference  with  all  the  New  Enirland 
Sttite  fuel  administrators.  I  understand  that  some  sort  of  a  plan 
with  relation  to  conditions  in  the  Northwest  was  presented  to  the  In- 
terstate Commerce  Commission  yesterday.  I  have  not  seen  a  copv 
•  •f  tl.f  pljui.  I  pri*Minio  tliut  tlu'  Interstate  ('onniKMco  (\)inun-- 
-•'.r.  wimjM  M'lid  you  a  copy.  The  operators  tohl  ii^  that  tlu'v  woiu 
?oinir  to  mnke  an  effort  to  relieve  conditions  in  New  England,  and 
hi>^  Un-n  discussing  with  us  what  can  be  set  up  for  that  purj)OPe 
tli**-**  la«t  two  davs.  I  can  not  sav  that  it  has  been  solved  yet.  The 
r-.n.niittee  of  operators  is  meeting  with  us.  The  situation  should 
*.!■•: t  their  interest  and  efforts.  They  are  showing  that  they  are  dis- 
jK»—  d  to  try  to  do  something. 

'N'pw,  I  think*  as  long  as  I  am  speaking  of  it,  it  is  proi)er  for  me 
t»  -  iv  that  there  is  no  disposition  to  interfere  with  the  vohime  of 
••,#.  ••\!Mirt  business.  The  attempted  solution  is  moving  along  lines 
««f  tryiiic  to  increase  the  amount  of  coal  in  some  other  way. 

1  S»*  Chairman.  Without  doing  it  with  the  supply  from  llampt<m 
R-i  .-? 

3lr.  ST«»ttR<»w.  They  are  talking  now  of  trying  to  increase  the 
ftr  .  ii»  f»f  ci»3\\  at  Haiti  more.  Tliat  is  as  far  a>  w(»  have  gone.  I 
♦•  '  Iw  r!t«'  jilan  Miirge^ted  is  made  in  good  faith.  I  can  not  !-ay  that 
•ry  pi  t.n  ha-  vet  been  presented  that  I  am  satisfied  will  do  the  job. 
It  n  . v  Jie  in  the  course  of  the  next  fe^*  days,  but  it  is  a  very  difficult 
t'v  *z  t'*  work  out — to  hang  on  to  those  exports  and  send  us  more 
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The  Chairman,  I  have  been  requested  to  ask  you,  Mr.  Storrow — 
you  may  answer  if  you  feel  disposed — the  name  of  the  New  England 
railroaa  which  has  been  forced  to  borrow  coal,  and  the  railroad 
which  had  to  confiscate  some  of  the  shipments  along  the  line. 

Mr.  Storrow.  What  is  the  name  of  those  two  railroads! 

The  Chairman.  Yes. 

Mr.  Storrow.  I  think  it  is  proper  I  should  answer  the  question. 
The  railroad  that  has  been  begging  and  borrowing  coal  from  quite 
a  large  number  of  its  manufacturers  to  keep  it  open  is  the  Maine 
Central.  The  Maine  Central  is  the  main  arterv  of  the  State  of  Maine. 
It  is  pretty  near  the  only  railroad  in  it.  When  the  Maine  Central 
shuts  down  the  State  of  Maine  is  gone.  There  is  one  other  railroad — 
the  Bangor  &  Aroostook — which  is  another  railroad,  but  that  is  in 
northern  Maine.  If  the  Maine  Central  shuts  down,  the  State  of 
Maine  will  have  to  go  back  to  stage  coaches.  The  railroad  which 
confiscated  coal  is  the  New  York,  New  Haven  &  Hartford.  I  do  not 
want  to  say  that  that  is  all  the  confiscation  that  has  taken  place,  but 
I  happen  to  know  that. 

The  Chairman.  Mr.  Storrow,  the  committee  wishes  to  thank  you 
for  your  testimony  and  for  coming  here.  I  know  it  is  at  some  in- 
convenience.   Is  there  anything  else  that  you  have  in  your  mind? 

Mr.  Storrow.  I  looked  up  something  just  before  I  came  over  here. 
Senator,  which  may  be  interesting  to  you.    If  vou  like,  I  will  say  it. 

In  April,  I  think  xVpril  15,  the  Interstate  Commerce  Commission 
issued  an  order  intended  to  help  the  railroads  secure  fuel,  known 
as  the  ''  car  assignment  order,^'  and  under  that,  I  have  no  doubt,  these 
roads  here — the  Pennsylvania  and  the  Baltimore  &  Ohio — ^and  those 
roads  are  placing  cars  at  the  mines  and  saying,  "  You  can  have  these 
cars  if  you  fill  them  with  our  railroad  fuel,"  and  they  are  getting 
their  fuel,  probably,  mostly  in  that  way. 

Now,  I  suppose  the  Interstate  Commerce  Commission  intended  that 
that  order  should  relieve  the  New-  England  roads,  but  here  is  the 
rather  peculiar  way  it  has  operated — the  second  largest  road  in  New 
England  undertook  to  avail  itself  of  that  car-placing  order,  in  order 
to  get  fuel  from  the  mines  where  it  had  contracts. 

The  railroads  in  that  matter  operate  through  what  is  known  as 
the  car-service  commission;  that  is  a  commission  or  a  committee 
of  the  American  Eailway  Association,  which  works  in  close  har- 
monv  between  the  Interstate  Commerce  Commission  and  the  rail- 
roads,  and  many  orders  of  the  Interstate  Commerce  Commissi<^n 
are  simply  referred  to  the  car-service  commission  to  put  into  effect — 
they  have  that  official  relation.  So  this  railroad  applied  to  the  car- 
service  commission,  and  the  car  commission  said: 

Send  50  cars  a  day  from  the  New  England  railroad  down  to  the  Baltimore 
&  Ohio  Railroad,  where  your  contracts  are.  We  will  place  those  cars  as  an 
extra  supply  at  the  mines  w^here  you  contract  for  coal. 

They  have  been  sending  50  cars  a  day  for  quite  a  long  time.  The 
total  number  sent  up  to  the  present  month,  this  purchasing  agent 
told  me,  was  over  3,000  cars.  If  those  cars  ever  got  down  there 
and  were  placed,  they  would  be  in  excess  of  the  ordinary  mine 
allotment,  and  the  miners  would  be  very  glad  if  they  were  placed 
there,  because  there  are  not  yet  any  of  them  working  the  full  week 
and  it  would  be  just  so  much  more  time  for  them  to  run. 
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As  a  matter  of  fact,  although  3,000  cars  were  started,  less  than 
100  have  reached  the  mines  on  the  Baltimore  &  Ohio  system,  so, 
naturally,  that  railroad  is  still  in  distress.  Now,  that  is  right  up 
to  date. 

The  Chairman.  What  became  of  all  these  cars? 

Mr.  Storrow.  Those  cars  go  over  a  connecting  road,  an  anthracite 
road,  and  the  anthracite  road  has  been  applied  to  several  times  to 
take  those  cars  to  the  end  of  their  line  so  as  to  deliver  them  to  the 
lialtimore  &  Ohio,  and  the  anthracite  road  has  refused  to  do  it,  but 
has  been  using  these  cars  and  loading  them  with  hard  coal  and  send- 
ing them  where  they  please.  In  other  words,  they  refused  to  do  it. 
<  )f  the  3,000  cars  so  sent  less  than  100  have  come  to  their  destination. 
Now«  that  is  what  happened. 

The  Chairman.  That  is  verv  queer,  indeed. 

Mr.  Storrow.  That  shows  the  difficulties  in  fueling  the  New  Eng- 
land railroads. 

The  Chairman.  That  is  right. 

llr.  Storrow.  That  car-placing  order  has  been  issued  at  the  re- 
nnest  of  the  railroads.  They  are  interested  in  its  operation,  and 
they  appeared  before  the  Interstate  Commerce  Commission,  I  under- 
stand, and  the  New  England  railroad  has  been  trying  to  avail  itself 
«  f  thi««,  and  it  is  absolutely  blocked  by  the  connecting  line.  It  can 
x,(>t  float  its  cars  down  through  the  air,  and  it  can  not  bring  them 
<li»wn  by  water;  it  has  got  to  go  over  the  rails.  That  is  from  an 
official  of  the  railroad,  a  responsible  purchasing  agent  of  the  road; 
fi*»  knf>ws  what  he  is  talking  about,  and  he  told  me  that  this  morning, 
nrjd  that  is  one  of  these  roads  that  are  paying  these  hideous  prices 
for  roal. 

Tlie  Chairman.  Isn't  there  some  authority  vested  in  the  Interstate 
Commerce  (^ommi&sion? 

Mr.  Storrow.  I  do  not  know  as  to  that,  but  I  do  know  that  they 
<im|)Iained,  asking  them  for  help,  and  they  have  not  been  able  to  get 
ntiirii.     I  do  not  know  and  I  can  not  say. 

T\ie  ('iiAiRMAN.  Mr.  Storrow,  have  you  anything  further  to  say? 

>fr.  Storrow.  No,  sir. 

The  Chairman.  I  thank  you  very  much,  Mr.  Storrow,  for  your 
kindness. 

Xow.  to-morrow,  the  committee  expects  to  hear  the  northwestern 
f  .••1  ailministrator.  We  have  subpoenaed  him  to  come,  and  we  ex- 
>'  t  he  will  l>e  here  at  3  o'clock. 

I  lly  <lirection  of  the  chairman,  the  following  letter  was  ordered 
!   ii.ti.^1  in  the  rerord:) 

29  West  Thirty- ninth  SrRKi-rr, 
New  York  City,  Autjmt  6\  1920. 

\     .  *n'  W.  I>.  BkNs<>n, 

f  /■.'.nuirt,  I  Hitni  States  Shipi^fng  Boartt, 

MaNhingfon.  /).  C, 

M^  In.%1  APUiR%t.  HKNsnx:  I  wish  t<»  tluuik  yoii  for  your  l**ttor  of  th»»  3(1  ro- 

•  -  r'ns  n<  ihnt  hiwtfnr  tis  a  >rrpHt»»r  tonnnjro  for  coastwise  sliijjpl'iJJ  trom 
ii  III  **ti  i:oi«!n  tn  iSnstrn  uiul  otliof  N>w  Eiinlniul  ports  Is  concerned,  y(»u  are 
;'f.-r»i1  at  all  thni"*  to  iii«H»t  tiiis  phase  of  tlie  situation. 

||i-rnr»,i.ir  rnfrti.  y«»u  sfiite  In  effivt  that  th«»  rail-and-water  rates  from  the 
;••■      .rf.toii  f'lHfrJct  tf»  BoHton  are  $4.7o  niwl  that  the  all-rail  ratios  from  the  Pocn- 

*  "•••  itiMrli-t  to  H<4»ton  are  jrreatly  in  excess  of  $4.Tr>.     This  we  understand, 
t  It  u  not  fri»ro  the  I»*»cahontaH  district  that  a  11- rail  shipments  of  coal  are 
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usually  made.    From  the  Clearfield  district  to  Boston  we  are  informed  that  the 
all-rail  rates  are  $3.30. 

If  the  latter  figure,  which  we  have  endeavored  to  verify,  is  approximately  cor- 
rect, then  the  all-rail  rate  for  coal  to  New  England  is  practically  $2  less  than 
the  rail-and-water  rate  of  $5.25  ($4.75  plus  50  cents  terminal  charges) .  Thus 
there  Is  an  inducement  to  take  coal  from  the  districts  where  the  freight  rate  is 
$3.30  and  to  overcrowd  the  limited  rail  facilities  to  New  England  which,  under 
favorable  conditions,  have  not  borne  over  40  per  cent  of  New  England's  annual 
supply. 

If  we  correctly  understand  the  purpose  of  Car  Ser\'lce  Orders  10  and  11  of  the 
Interstate  Commerce  Commission,  there  must  be  an  ample  supply  of  coal  de- 
livered at  the  Hampton  Roads  docks  for  cargoing  all  vessels  bound  for  New 
England  before  any  coal  can  be  used  for  export.  The  dlver.«5lon  by  law  and 
attractive  water  rates  of  the  coal  trade  to  New  England  by  coastwise  shipments 
must  correspondingly  release  cars  and  relieve  congested  terminals.  The  cooper- 
ation of  the  Shipping  Board  with  the  railroads  by  the  reduction  of  water  rates 
from  Hampton  Roads  to  Boston  from  $2.75  to  $1.50  has  been  very  strongly 
urged.  This  would  reduce  the  rail-and-water  rates  to  approximately  $4  against 
the  all-rail  Clearfield  to  Boston  rate  of  $3.30.  (Pocahontns  district  to  tidewater 
Is  now  $2 ;  Hampton  Roads  to  Boston  $2.75,  and  terminal  charges  50  cents.  A 
reduction  of  the  Hampton  Roads  to  Boston  rate  from  $2.75  to  $1.50  would  give 
a  net  rate  of  $4. ) 

In  normal  times  it  would  seem  that  rail-and-water  rates  should  not  be  In 
excess  of  all-rail  rates  for  the  same  commodity,  from  approximately  the  same 
source  to  the  st\me  destination,  and  in  a  transportation  crisis  it  would  seem  that 
the  Shipping  Board  might  well  accept  coal  at  Hampton  Roads  at  rates  which 
would  fully  utilize  Its  Idle  vessels. 

With  a  fleet  of  ships  purchased  with  some  three  billion  dollars  of  the  public's 
money,  the  Shipping  Board  is  naturally  desirous  of  making  a*  showing  of  profit. 
On  the  other  hand,  the  transportation  congestion  throughout  the  country  should 
immediately  be  relieved,  as  this  congestion  is  a  cause  for  the  high  price  of  coal, 
for  the  absorption  of  credit,  for  the  idleness  of  labor,  the  shutting  down  of 
plants,  and  the  curtailment  of  construction ;  all  must  ultimately  be  reflected  in 
higher  ^rentals  and  higher  cost  of  living. 

From*  the  point  of  view  of  a  good  money -making  record  for  shipping,  it  would 
undoubtedly  be  advantageous  to  encourage  the  export  of  coal  and  the  increase  of 
rates  for  all  coastwise  trade,  but  from  the  viewpoint  of  the  citizenry  of  the 
country  with  whose  money  the.^^e  vessels  have  been  purcha.sed,  It  would  seem 
very  desirable  that  they  should  be  put  into  service  in  sufficient  numbers  not 
only  to  carry  coal  to  New  England  but  also  to  carry  lumber  and  all  other  pos- 
sible conmiodlties  to  all  coastwise  ports,  even  at  a  loss  until  normal  conditions 
have  been  restored.  It  has  been  urged  upon  us  that  the  immediate  and  maximum 
use  of  the  great  fleet  of  the  Shipping  Board  would  undoubtedly  hasten  the  return 
of  normal  conditions.  The  thought  of  idleness  of  men  or  of  idleness  of  vessels, 
or  of  any  national  facilities  Is  repugnant  at  the  present  time. 

Would  It  be  possible  for  you  to  estimate  the  resulting  loss  to  the  Shipping 
Board  by  a  reduction  In  water  rates  sufficient  at  least  to  Insure  the  fullest  use 
of  Its  fleet  during  the  present  emergency?  If  this  figure  Is  not  disproportionate 
In  your  judgment  to  the  nation-wide  benefits  accruing,  and  If  the  result  of  the 
entire  year's  business  of  the  Shipping  Board  would  still  promise  a  comfortable 
profit,  are  not  steps  of  this  nature  worthy  of  your  present  consideration? 
Very  truly,  yours, 

WiLiAM  M.  Caldeb, 

Chairman. 

(Whereupon,  at  5  o'clock  p.  m.,  an  adiournment  was  taken  to 
Wednesday,  July  21, 1920,  at  3  o'clock  p.  m. ) 
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WEDNESDAY,  JULY  21,  1020. 

United  States  Senate, 
Sfxect  Committee  on  Keconstruction  and  PRODUcrtoN, 

New  York  City,  N.  Y. 

The  committee  met,  pursuant  to  call,  at  3  o'clock  p  m.,  in  room  1605, 
tlie  Engineering;  Societies  Building,  at  29  West  Thirty-ninth  Street, 
^^nator  William  M.  Calder  presiding. 

Tlie  Chairman.  The  committee  will  be  in  order.  Mr.  J.  F.  McGee, 
State  fuel  administrator  of  Minnesota,  was  subpoenaed  to  appear 
U'fore  this  committee  in  order  that  we  may  obtain  from  him  in- 
f<»rniati<m  as  to  the  conditions  of  the  coal  situation  in  the  Northwest. 

This  committee  understands  that  Mr.  McCiee  has  been  in  Wash- 
in;!t<»n  and  has  been  keeping  in  close  touch  with  developments. 

Aft«"r  Mr.  McCiee's  testimony  has  been  obtained,  we  will  hear 
fnnji  Mr.  William  H.  Groverman,  who  held  the  position  during  the 
wjr  <#f  tlistrict  representative  of  the  United  States  Fuel  Adminis- 
t-;.lion<,  antl  who,  this  committee  understands,  has  been  in  Wash- 
!»i.tt»n  representing  the  interests  of  the  Dock  Association  of  the 
Northni'^it,  which  association  is  allied  with  the  coal  operators. 

Mr  Mcitee,  will  you  give  the  stenographer  your  full  name? 

Mr.  McGi:e.  John  F.  McGee. 

7h#-  Cn\iRMAX.  And  your  address? 

Mr.  McGee.  Minneapolis,  Minn. 

SIATS3BSST  OF  MB.  JOHN  F.  H'OEE,  STATE  FUEL  ADMINISTBATOB 

OF  MIKNESOTA,  MINNEAPOLIS,  MINN. 

Ti  «•  Chvirman.  Mr.  McGerf,  you  are  now  fuel  administrator  of 
t'**  St'it»'  of  Minnesota,  I  believe,  and  have  been  in  Washington 
•n  ^.f.rwitinn  with  the  coal  situation.  Do  you  represent  any  other 
-•r  «T*-.  and  hy  what  authority? 

iir.  McGee.  South  Dakota,  by  authority  of  the  governor,  who 
▼  .r»-'i  m<>  at  Washington  to  represent  South  Dakota.  I  might  say 
t  *  -s^  all  the  coal  that  eroes  there  goes  into  the  same  pile. 

T".  e  (liAiRMAX.  Do  you  represent  any  other  States?  Do  you 
r-T'-*— ^nt  any  other  States  besides  Minnesota? 

Mr.  M''<fEE.  Xot  bv  specific  authority. 

Tr.**  Chairman.  Have  any  of  the  other  Northwestern  States  a 
'•  -^-  r^r>r»-spntative  at  Washington? 

Mr.  ifHiEE.  Xo:  but  that  probably  is  because  they  knew  that  Mr. 

•  »r  .rrrman  and  myself  were  tnere,  and  the  coal  that  goes  up  goes  into 

•  ■.*  •Asne  piles  for  the  five  States,  so  the  others  are  represented  when 
w*  are  there.  They  are  all  represented  when  one  is  there,  because 
.f  vou  fn/'peed  in  getting  coal  vou  accomplish  the  purpose. 

25 
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The  Chairman.  Mr.  McGee,  we  have  understood  that  you  repre- 
sented the  Northwest.  You  directly  represent  Minnesota  and  South 
Dakota,  but  because  of  their  interest  and  others  being  the  same  you 
perhaps  really  represent  the  whole  section. 

Mr.  McGee.  WelL  in  effect  that  is  so. 

The  Chairman.  Do  you  know  what  is  the  average  annual  coal 
consumption  of  the  States  in  the  Northwest? 

Mr.  McGee.  I  can  tell  you  exactly.  The  last  normal  year — ^we 
always  go  back  to  that — is  1916. 

The  Chairman.  1916? 

Mr.  McGee.  Yes;  1916.  The  anthracite  receipts  are  the  Lake 
Superior  stocks,  which  include  Duluth,  Superior,  Ashland,  and 
Washburn,  were  1,607 

The  Chairman.  You  are  talking  now  of  soft  or  hard  coal?  I 
would  like  to  have  both. 

Mr.  McGee.  This  is  anthracite;  1,607,170  tons.  In  1917, 1,910,663 
tons;  1918, 1,759,172  tons.  In  1916  the  all-rail  shipments  into  Minne- 
sota were  42,656  tons;  in  1917,  28,826  tons;  in  1918,  2,046  tons. 

The  reason  I  limit  that  to  Minnesota  is  that  during  the  war  I  was 
fuel  administrator  of  Minnesota,  and  this  is  my  final  report,  and  I 
was  not  interested  in  other  States.  Anthracite  on  hand.  Lake  Su- 
perior docks,  April  1,  1916,  411,581  tons;  April  1,  1917,  16,654  tons; 
April  1,  1918,  1,371  tons. 

Total  anthracite  supply  head  of  lakes  for  season  of  1917,  including 
all  rail  into  Minnesota,  2,061,407  tons;  in  the  year  1917-18,  1,956,143 
tons;  in  the  year  1918-19,  1,762,589  tons. 

Anthracite  receipts,  Lake  Michigan  docks,  in  1916,  1,405^62  tons; 
in  1917,  1,542,038  tons;  in  1918,  1,294,658  tons. 

Anthracite  on  hand  on  Lake  Michigan  docks,  April  1,  1916, 
172,554  tons;  April  1,  1917,  37,655  tons;  April  1, 1918,  487  tons. 

Total  anthracite  supply.  Lake  Michigan  docks,  season  1916-17, 
1,578,016  tons;  in  1917-18,  1,579,693  tons;  in  1918-19,  1,295,145  tons. 

Total  anthracite  supply  on  Lake  Michigan  and  Lake  Superior 
docks,  including  all  rail  shipments  into  Minnesota,  season  of  1916-17, 
3,639,423  tons;  in  1917-18,  3,535,836  tons;  in  1918-19,  3,057,734  tons. 

Mr.  Miller.  Tell  us  what  States. 

Mr.  McGee.  There  is  Wisconsin,  Minnesota,  North  and  South 
Dakota,  and  the  northern  peninsula  of  Michigan. 

The  Chairman.  So  that  the  supply  of  coal  you  havey  given  us  in 
that  last  record  is  the  supply  that  went  into  these  States? 

Mr.  McGee.  Yes,  sir;  all  the  anthracite. 

The  Chairman.  That  is  all  that  did  go  in? 

Mr.  McGee.  That  is  all  that  did  go  in.  I  have  given  you  the  all 
rail,  but  it  is  the  anthracite  that  went  in.  You  notice  the  all-rail 
were  small  shipments,  but  that  does  not  go  on  any  longer. 

The  Chairman.  Were  there  some  small  all-rail  shipments  into 
these  other  States? 

Mr.  McGee.  Yes;  but  it  was  very  small.  It  has  been  very  diffi- 
cult in  recent  years  for  anthracite  to  come  in  all-rail.  The  situation 
is  too  congested.  It  has  practically  stopped.  There  is  now  no  such 
thing  as  all-rail  anthracite  shipments  into  those  States. 

The  Chairman.  Now,  you  are  going  to  give  us  the  quantities  of 
bituminous  coal  that  went  into  these  several  States  during — ^begin- 
ning 1916? 
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Mr.  McGee.  I  am  going'  to  give  you  first  what  went  to  the  Lake 
Superior  docks  and  then  what  went  to  the  Lake  Michigan  docks. 
That  would  be  the  Northwest,  and  does  not  include  Canada.  Mr. 
Groverman  can  give  you  Canada. 

The  bituminous  receipts,  Lake  Superior  docks,  1916,  and  these  are 
all  net  tons,  7,612,433  tons.  In  1917,  8,337,056  tons;  in  1918,  9,233, 
728  tons. 

Now,  these  are  the  carry-overs:  Bituminous  on  hand,. Lake  Supe- 
rior docks,  April,  1916,  2,007,367  tons.  April  1,  1917,  864,082  tons; 
April  1, 1918,  1,525,509  tons. 

Total  bituminous  supply  head  of  the  Lakes  for  season  1916-17, 
0.619,8()0  tons.  In  the  year  1917-18,  9,201,138  tons;  in  the  year 
191.^19.  10,759,237  tons. 

Bituminous  receipts.  Lake  Michigan  docks  in  1916,  3,727,276  tons. 
In  1917,  3,543,087  tons;  in  1918,  4,320,285  tons. 

Bituminous  on  hand.  Lake  Michigan  docks,  April  1,  carry-over, 
1916, 401,894  tons.  April  1,  1917,  129,573  tons;  April  1,.1918,  56,299 
tons. 

Total  bituminous  supply  Lake  Michigan  docks,  season  1916-17, 
4,129,170  tons.     In  1917-18,  3,672,660  tons;  in  1918-19, 4,376,584  tons. 

Total  l)ituminous  supply  on  Lake  Superior  and  Lake  Michigan, 
not  including  anv  all-rail  shipments,  season  1916-17,  13,748,970  tons. 
In  the  year  1917-18,  12,873,798  tons;  in  the  year  1918-19,  15,135,821 
tons. 

That  does  not  include  the  tonnage  of  the  United  States  Steel  or  of 
the  Milwaukee  Gas  &  Coke  or  the  Calumet  &  Hecla. 

Anthracite  receipts,  all  docks.  Northwest,  3,012,632  tons;  in  1917, 
3.4.V2.701  tons;  in  1918,  3,053,830  tons. 

Bituminous  receipts,  all  docks,  1916,  11,339,709  tons;  in  1917, 
1K^*^M43  tons;  in  1918,  13,554,003  tons. 

That  has  no  relation  to  all-rail  coal. 

TTw»  alK)ve  statistics,  prepared  by  Mr.  Russell,  of  the  Federal 
Tmile  Commission,  who  was  attached  to  my  office  during  the  war, 
include  all  coal  broupht  up  by  the  dock  companies,  and  there  should 
be  ailded  the  bitummous  tonnage  of  the  Inited  States  Steel  Co., 
m}iv-\u  in  1916.  was  1,180,250  t<ms;  in  1917,  1,514,489  tons:  and  in 
IIM*^.  lvMO.153  tons,  making  the  bituminous  receipts  at  the  head 
€»f  I^ke  Superior  in  1916,  8,<92,683  tons;  in  1917,  9,851,545  tons;  in 
!'<•*.  l'».543,H81  tons. 

T.iat  <lcK»s  not  include  the  receipts  at  the  Lake  Michigan  clocks  at 
all.  or  the  Calumet  &  Hecla  supply,  or  the  Gas  &  Coke  Co.  supply. 

Tlje  Chairman.  So  that  bituminous  shipments  into  the  States 
ri^  -aIIv  termed  the  Northwest,  when  you  discuss  coal  as  I  understand 
:t.  in'lii'le  Minnesota,  the  two  Dakotas,  Wisconsin,  and  the  northern 
half  of  Iowa  and  northern  peninsular  of  Michigan. 

Sfr.  MKfEK.  Yes;  the  northern  part  of  Iowa  and  a  part  of  Michi- 

T>/e  Cn airman;.  Total  about  15,000,000  tons. 

Mr.  MKrKE.  Well,  that  would  not  be  correct.  Mr.  Grovernian,  T 
t?.:nk,  will  be  able  to  give  you  absolutely  the  otlier  figures  there;  that 
tf.  f«*r  that  Milwaukee  .supply.  It  has  its  own  cars  and  mines,  and 
m'  i-n.  and  the  Calumet  &  Hecla. 

Tb*»  Chammax.  Those  figures  do  not  include  the  all-rail  ship- 
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Mr.  McGee.  They  do  not. 

The  Chairman.  And  you  have  not  got  those  figures? 

Mr.  McGee.  Yes ;  I  have  some  of  the  all-rail  shipments.  The  best 
figures  I  have  been  able  to  obtain  as  to  the  movement  of  all-rail 
bituminous  coal  into  Minnesota,  furnished  by  Dr.  F.  C.  Honnold, 
district  representative  at  Chicago,  according  to  his  statement,  between 
April,  1917,  and  March,  1918,  Both  inclusive,  2,534,533  tons  went  in. 
All-rail  bituminous  coal  to  the  State  of  Minnesota,  of  which  1,673,514 
tons  were  commercial  coal  and  861,019  tons  railroad  fuel.  Between 
April,  1918,  and  April  1,  1919,  Minnesota  received  2,446,900  tons  of 
bituminous  coal,  all-rail,  from  Illinois  and  Indiana,  of  which 
1,869,150  tons  was  commercial  and  577,750  tons  railroad  fuel. 

The  total  I  have  not  got  for  the  other  States,  because  I  was  not 
interested  in  tliem. 

The  Chairman.  So  that  you  can  not  give  us  the  exact  figures  for 
the  all-rail  coal  into  those  other  States? 

Mr.  McGee.  I  can  before  I  leave  town,  because  in  my  suit  case 
1  have  the  figures  of  last  year. 

Now,  are  the  needs  of  the  Northwest  greater  this  year  than  last 
year,  and  how  much  greater? 

Mr.  McGee.  I  think  so.  I  think  the  requirements — you  see,  there 
are  al)out  6,000,000  tons  that  go  up  to  that  region,  moves  into  Canada, 
and  we  have  a  long  border  there ;  you  can  hardly  call  it  Canada.  We 
have  our  industries  at  St.  Francis,  across  the  river,  at  any  rate, 
there ;  tlie  Ontario  Power  Co.  and  paper  company  uses  150,000  tons. 
Tliat  is  a  Minneapolis  concern.  That  makes  the  print  paper  that 
supplies  60  newspapers  in  the  Mississippi  Valley  clear  to  New 
Orleans. 

The  Chairman.  They  are  all  on  the  Canadian  side  ? 

Mr.  McGee.  Yes;  and  are  also  on  the  American  side.  I  suppose 
they  use  the  pulp  without  having  to  pay  duty. 

The  Chairman.  And  they  have  been  supplied  with  coal  from  the 
American  side  through  the  Northwest? 

Mr.  McGee.  Yes,  sir ;  always  have  been. 

The  Chairman.  Is  there  any  other  cause  for  the  increased  demand 
this  year  except  these  industries  that  you  refer  to? 

Mr.  McGee.  Of  course,  that  country  is  developing  remarkably. 
The  lands  are  opening  and  the  ranges.  We  send  down  between  60 
and  70  per  cent  of  the  iron  ore  of  America  and  nearly  40  per  cent 
of  all  mined  in  the  world  from  that  region,  and  the  country  is  de- 
veloping remarkably.  The  farms  are  being  opened  up,  and  from 
those  five  States  you  get  45  per  cent  of  all  the  foodstuffs  of  America. 
We  feed  you  people  down  here  and  furnish  your  industries  with 
iron. 

The  Chairman.  Now,  what  are  the  natural  sources  of  supply  of 
coal  for  the  States  to  which  you  have  been  referring? 

Mr,  McGee.  The  Northwest  must  get  its  coal  by  water  beyond 
what  we  can  get  in  all-rail,  and  it  must  get  that  coal  within  the 
season  for  open  navigation.  In  that  it  differs  from  other  sections 
of  the  country.  Ordinarilv — if  you  would  be  interested  in  having 
it  in  the  record,  I  think  1  have  something  here  gotten  up  by  the 
Government  authority,  compiled  by  Col.  Pope,  that  gives  the  open- 
ing and  closing  of  lake  ports  from  1871  to  1919,  and  it  is  rather 
suggestive,  some  of  the  closing  dates  as  early  as  November  24, 
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The  Chairman.  And  the  opening. 

Mr.  Mc(tee.  The  openinjr,  back  in  1871,  on  the  6th  of  April.  In 
1^72,  March  9,  but  in  later  years  it  runs  April  27,  April  21,  April  17, 
April  10,  April  22,  April  26. 

The  Chairman.  So  that  there  are  about  four  to  five  months  each 
ye;ir  when  the  Lakes  are  closed? 

Mr.  Mc(iKK.  Absolutely;  and  the  country  enveloped  in  an  Arctic 
winter.  I  have  seen  the  thermometer  54°  below  zero,  and  we  have  to 
have  that  coal,  and  it  has  to  be  accumulated  there  in  that  period, 
for  tlie  moment  navii^ation  closes  vou  will  notice  that  then  all  the 
(^(uipment  that  has  moved  coal  to  the  Lake  Erie  ports  for  the  North- 
wt*<t  is  turned  to  other  parts  of  the  country,  and  they  have  it  ex- 
clusively until  the  next  spring. 

The  Chaikman.  The  rail  shipments  to  the  Lake  Erie  ports? 

Air.  McGee.  Yes,  sir. 

The  Chairman.  Now,  where  does  the  Northwest  ^et  its  coal  from? 

Mr.  McCtee.  It  ^ets  it  from  West  Virginia,  Ohio,  Pennsylvania, 
ari<l  Kentucky,  via  Lake  ports. 

The  Chairman.  Just  tnrough  what  channels  does  that  coal  come 
from  Indiana  and  Illinois t 

>Ir.  AIc(iEE.  It  moves  up  by  rail. 

The  Chauimax.  Practically  all  the  Indiana  and  Illinois  coal  is 
nio\t^l  all  rail. 

Mr.McCiEE.  It  is  all? 

The  Chairman.  All. 

Mr.  AIcCfKE.  All,  absolutely. 

The  Chairman.  Now,  the  coal  from  Ohio  and  West  Virginia 
ir,'!  Pennsylvania. 

ilr.  McGee.  Is  all  water-borne  coal. 

The  (*HAiRMAN.  And  that  goes  to  what  lake  ports? 

>fr.  M<KiEE.  To  the  Lake  Erie  ports — Sandusky,  Cleveland,  and 

•  1.  f  Se  Lake  Erie  ports — and  our  anthracite  goes  from  the  ports  of 
U'jiT.tJo  and  Erie. 

The  Chairman.  Mr.  McGee,  could  you  tell  the  committee  what 
.n.*"rrtion  of  the  coal  is  moved  through  the  Lakes  and  what  all  rail 
*.•  :'*i^  Northwest? 

\f  r.  M<<ti:K.  Yes.    Well,  Mr.  Groverman  could  tell. 

i  ^i*-  Chairman.  You  did  not  have  those  figures,  that  is  so.  You 
-*  11  iT^'t  ihit^e^  and  put  them  in  your  testimony? 

>!r.  M<.(iEiL  Yes:  Mr.  Groverman  will. 

J  Sr  Chairman.  Have  you  any  idea  what  tonnage  of  coal  mined  in 

•  w  « •♦i.ntry  is  !?hii)|)ed  into  Canada? 

iJr    >I«;i»J.E.  I  nave  not,  but  I  understand  that  of  the  coal  that 
1--    to  the   Northwest   something  like  C,(KK),()00  tons  goes   into 
'    i*i  I  ;  in  p<»rts. 

I  *'  (  iiAiRMAN.  You  do  not  know  whether  that  is — whether  that 
-  f'  -  t»»til  -•^liipment? 

^lr->I<Gi:F.  Into  Canada? 

I I  i*  <  'hairmax.  Yes:  from  the  United  States. 

Vr.  MHfi:K.  I  assume  that  it  is  not.    That  is  sent  simply  as  water- 
•  •rr*'  rtrxl  that  goos  up  the  Lakes. 
'Jr.-  Chairman.  You   have   not   those   figures   available,   at   anv 

Mr  Mc^Jos.  No. 
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Mr.  Groverman.  I  would  suggest  that  you  can  get  them  from  the 
fuel  administrator.    They  had  them  all  when  I  was  with  them. 

The  Chairman.  Do  you  know  through  what  channels  the  Ca- 
nadian coal  goes,  that  goes  via  the  Lake  ports? 

Mr.  McGee.  You  mean  the  6,000,000  that  goes  up? 

The  Chairman.  Yes. 

Mr.  McGee.  It  goes  from  the  Lake  Erie  ports. 

Mr.  Groa-erman.  It  goes  to  Port  Arthur  and  Port  William  Henry^ 
and  all  ports  along  the  Canadian  side. 

The  Chairman.  Is  there  not  some  movement  of  coal  up  through 
the  Delaware  &  Hudson  ? 

Mr.  Gro\^rman.  That  is  an  eastern  movement,  all  rail. 

The  Chairman.  Have  you  any  idea  of  the  amount  of  coal  that 
goes  up  through  the  Delaware  &  Hudson? 

Mr.  Groverman.  I  have  not  an  idea,  but  I  did  have  those  figures 
when  I  worked  out  our  program  for  the  fuel  administration. 
There  is  a  lot  of  coal  that  goes  up  to  Canada,  but  just  how  much, 
I  don't  know,  and  I  think  it  has  hardly  increased  this  year  over 
what  it  was  in  any  year. 

The  Chairman.  We  can  get  those  figures  ? 

Mr.  Gro\ierman.  You  can  get  those  from  the  custodian  of  the 
port.    There  is  a  record  kept  or  every  car  that  moves  over  that  bridge. 

The  Chairman.  Have  you  any  idea  of  the  Canadian  coal  produc- 
tion ? 

Mr.  McGee.  I  have  not.  I  would  not,  of  course,  come  in  contact 
with  that. 

The  Chairman.  Nor  do  you  know  where  that  Canadian  coal  i& 
mined? 

Mr.  McGee.  I  do  not,  except  that  I  know  generally  that  they" 
mine  considerable  coal  in  Nova  Scotia  and  other  parts  of  Canada, 
but  I  am  not — I  have — I  found  enough  to  do  during  the  war  to  look 
after  the  coal  situation  on  this  side. 

The   Chairman.  Mr.   McGee,  have  you   any  knowledge  of  thfr 

?uantity  of  coal  shipped  to  western  Canada  from  eastern  Canada, 
!anadian  coal? 

Mr.  McGee.  No  ;  I  have  not. 

The  Chairman.  Do  you  know  of  any  ocal  that  comes  from 
British  Columbia  to  the  Canadian  country? 

Mr.  McGee.  I  do  not. 

The  Chairman.  And  you  have  no  knowledge,  then,  of  the  total 
Canadian  coal  exports? 

Mr.  McGee.  No. 

The  Chairman.  Do  you  know  whether  Canada  has  established" 
any  restrictions  against  exporting  coal  to  this  country  ? 

Mr.  McGee.  I  do  not. 

The  Chairman.  You  have  never  heard  of  it? 

Mr.  McGee.  I  have  never  heard  of  it.  Mr.  Groverman  would  be 
more  apt  to  know  that  than  J,  from  his  connection  with  the  coal 
business  the  year  round,  from  year  to  year. 

The  Chairman.  We  had  some  testimony  here  yesterday  indicating^ 
that  Great  Britain  has  established  restrictions  against  the  exporta- 
tion of  coal  from  England. 

Mr.  McGee.  Well,  within  10  days,  since  I  have  been  in  Washing- 
ton, I  got  there  two  weeks  ago  to-day,  that  she  relaxed  her  restric- 
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tions  in  favor  of  SouthT  America^i  countries,  and  allowed  the  export 
of  coal  from  certain  districts  of  Wales  to  certain  South  American 
States. 

The  Chair^ian.  Have  you  any  knowledge  whether  any  coal  comes 
to  tliis  country  ? 

!^Ir.  McGee.  I  have  not. 

The  Chairman.  The  committee  has  been  informed  that  we  do  ship 
ai  great  deal  of  coal  into  Canada,  and  that  Canada  ships  her  coal 
abroad  rather  than  in  exchange  with  us. 

Mr.  McGee.  I  have  heard  that. 

The  Chairman.  You  have  no  information,  then,  about  the  Cana- 
dian export  of  coal  or  how  much  comes  to  this  country? 

Mr.  McCiEE.  No;  except  I  heard  generally  that  they  were  export- 
In;?  coal  from  eastern  Canada.  That  was  simply  based  upon  news- 
pai>er  reports  and  talk  around  Washington,  lou  can  hear  almost 
anything  around  Washington. 

The  Chairman.  Mr.  McGee,  from  your  knowledge  of  the  coal  sit- 
uation, you  must  have  a  good  deal  of  it,  dealing  with  this  subject  in 
rvt^ent  years,  do  j^ou  believe  that  there  is  ample  coal  deposits  in  this 
countrv  for  our  needs? 

Mr.  McGee.  I  have  no  question  about  it;  not  a  particle. 

The  Chairman.  Is  there  ample  producing  capacity  in  existing 
mines? 

3Ir.  McGee,  I  have  no  doubt  of  it,  if  they  do  not  break  it  down 
and  destroy  it  by  an  inadequate  car  supply.  1  can,  if  it  interests  you, 
say  that  in  1917  I  went  to  Washington,  before  there  was  a  Fuel  Ad- 
min Lstrat  ion.  Then  the  railroads,  the  transportation  companies 
of  the  coimtry  were  directed  in  a  sort  of  a  way  by  a  committee  of 
railroad  presidents. 

I  had  witli  me  the  report  of  the  preceding  June  of  the  Federal 
Trmile  Commission  on  the  railroad  situation  of  the  country,  and  that 
-was  based  upon  the  testimony  of  something  over  100  witnesses,  and 
th^  Federal  Trade  Commission  reached  a  conclusion  that  the  car  sup- 
ply was  at  a  very  low  ebb. 

We  had  a  rather  exciting  session.  Senator  Nelson  and  Senator  Kel- 
hiziz  i>articipated  in  it  to  some  extent,  and  Mr.  Rea — I  told  him  his 
railr*«iil  had  broken  down.  He  was  about  as  indignant  a  gentleman 
as  I  Ivave  seen  in  some  time  and  did  not  take  any  stock  in  it,  but 

*  •  ev  finally  in  a  sort  of  informal  way  agreed  if  I  would  go  west  to 
< 'ltfV**land'an«l  investigate  the  situation  and  come  back  and  report, 
tSat  niv  statement  would  be  taken.  I  went  there,  and  one  statement 
-  .*♦!•»  in  Washington  was  that  within  certain  dates  in  1916  the  rail- 
ncii*  move<l  so  many  million  tons  of  coal.  Within  the  same  dates  in 
'  !• :  7  thev  moved  so  many  more  million  tons  of  coal.  Well,  I  supposed 
f  *v  di<l.  I  had  not  anv  way  of  contradicting  it.  I  went  west  to 
i  lAflan<l  and  got  together  tne  boat  transportation  companies,  and 
•.'  «  mil  transportation  companies,  and  the  operators  in  the  exchange 
"'-••m  of  the  Lake  Erie  bituminous  coal  pool,  and  I  told  them  that  I 

•  %*i  rrnne  from  the  worst  case  of  buck  j>assinff  that  I  had  ever  wit- 
•#^•-#-.1.  and  that  I  had  a  reporter  present  and  we  were  going  to  see 
I. ''IT  niurh  buck  passing  would  be  tlone  there  and  who  did  it. 

We  started  in,  and  the  result  of  that  meeting,  in  the  first  place — 
tjilor  that  f^tement  in  regard  to  the  improvement  of  the  movement 
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of  coal  in  1917  over  1916 — Mr.  Colbj%  I  suppose  you  know  him,  vice 
president  and  general  manager  of  the  Lake  Superior  Steamship  Co., 
he  said  that  that  statistician  who  got  up  that  statement  did  not  tell 
you  that  his  1916  period  covered  a  strike,  when  they  were  not  moving 
coal,  and  they  w-ere  comparing  it  with  a  period  iii  1917  when  there 
was  no  strike. 

New,  that  is  the  situation  I  met.  You  can  not  get  railroad  men 
to  admit  that  they  are  not  efficient.  If  you  are  interested  in  the  car 
supplj^,  I  will  give  you  a  little  information  here  from  my  report 
[reading]  : 

The  writer,  with  Senators  Nelson  and  Kellogg,  attended  several  sessions  of 
the  executive  committee  mentioned  above.  It  was  found  very  difficult  to  fix 
responsibility  for  the  failure  to  move  the  usual  supply  of  coal  to  the  Northwest. 
The  railroads  strenuously  insisted  that  their  skirts  were  clean,  and  that  the 
responsibility  for  existing  conditions  rested  upon  the  lalce  shipping  companies, 
who,  it  was  claimed,  were  refusing  cargo  space  for  the  movement  uf  coal  to  the 
Northwest. 

It  was  intimated,  if  not  directly  charged  by  the  railroads,  that  the  freight 
rate  on  iron  ore  down  the  Lakes  was  so  high  that  it  was  more  profitable  to 
confine  the  use  of  the  ore  boats  to  the  movement  of  iron  ore  down,  returning 
light  to  the  head  of  the  Lakes.  This  the  Lake  shipping  conipunies  indignantly 
denied  and  countered  with  the  charge  that  the  fault  was  entirely  with  the 
railroad  transportation  companies,  and  it  was  alleged  that  the  railroads  had 
neglected  the  coal  fields,  stripi)ed  them  of  the  large  mogul  engines  and  hopper- 
bottom  cars,  taking  both  to  their  main  lines,  tilling  the  hopper,buttom  cars  with 
slag  and  cinders  to  make  a  bed,  in  order  that  structural  iron  and  steel,  which, 
being  more  profitable  commodities  to  transport  than  coal,  might  be  moved  at  the 
expense  of  coal. 

Another  reason  advanced  at  both  Washington  and  Cleveland  why  coal  was  not 
moving  to  the  Northwest  was  that  northwestern  dealers  had  not  placed  con- 
tracts for  a  supply  of  coal,  and  that  coal  could  not  move  until  such  contracts 
wer  placed.  By  wire  this  situation  was  cleared  up  at  once,  and  a  showing  made 
that,  starting  in  February  and  March,  1917,  efTorts  were  made  to  place  contract.*? 
for  millions  of  tons  of  coal  without  success. 

The  report  of  the  Federal  Trade  Comrai8.sion  to  Congress  of  date  June  20, 
1917,  was  presented  at  the  meetings  mentioned.  Afler  a  very  extended  Investi- 
gation the  Trade  Commission  found  that  the  condition  that  existed  was  produced 
by  a  breaking  down  of  the  railroad  transportation  systems  in  the  coal  fields. 
This  finding  of  the  Trade  Commission  was  challenged  and  denounced  bitterly 
by  the  presidents  of  certain  railroads  operating  in  the  coal  fields. 

Until  some  time  in  September,  3916,  the  railroads  seem  to  have  been  able  to- 
furnish,  and  did  furnish,  100  per  cent  car  supply  to  the  mines,  but  beginning 
with  October  1,  1916,  and  continuing  through  the  year  1917,  there  occurred  a 
practical  collapse  of  the  railroad  systems  In  the  coal  fields. 

The  condition  from  October  1,  1916,  to  the  3Uth  of  June.  1917,  Is  covered 
by  the  report  of  the  Federal  Trade  Commission  above  mentioned.  About  the 
facts,  there  can  be  no  question.  This  is  shown  in  the  Pittsburgh  district  by 
the  following  statement  covering  all  railroads  moving  coal  therein,  showing  the 
number  of  cars  the  mines  were  entitled  to  dally  by  their  car  rating,  the  num- 
ber actually  furnished,  and  the  percentage  of  the  latter.  October,  1916,  total 
car  rating  53,594.    The  cars  they  received,  33,794,  or  63.1  per  cent. 

The  Chairman.  What  year  was  that  ? 

Mr.  McGee.  That  was  in  1916,  beginning  October  1.  November,. 
51,687,  of  which  they  received  30,005,  or  68.1  per  cent.  December 
thev  were  entitled  to  49,181,  received  26,728,  or  64.3  per  cent. 

January,  1917,  they  were  entitled  to  53,667,  of  which  they  received 
27,914,  or  62  per  cent. 

I  might  read  it  down  [reading] : 

February,  45.5  per  cent;  March,  49.9  per  cent;  April,  51.2  per  cent;  May^ 
53.6  per  cent;  June,  58.4  per  cent.  Total,  October  1,  1916,  to  June  30,  1017,  they 
were  entitled  to  496,442  cars,  and  they  received  268,009  cars,  or  54  per  cent. 
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TunUiiR  to  the  principal  railroads  from  October  1,  1916,  to  June  30,  1917,  the 
IViinsyhania  Uailrond,  supposed  to  be  one  of  the  best  managed  in  the  world, 
on  Us  Mouonpiliela  division  furnished  the  mines  served  by  it  only  38.4  per 
crtii  of 'the  number  of  cars  to  which  they  were  entitled  daily  by  their  car 
nttin?.  That  is,  during  the  period  mentioned  instead  of  furnishing  64,791 
cars  It  furnished  only  24.890. 

The  Chair3ian.  You  have  been  reading  the  percentages  of  require- 
ments to  carry  coal.  Was  that  caused  oy  the  lack—by  a  decrease 
iii  the  number  of  available  cars  or  through  the  increased  de;nand  for 
coali 

Mr.  McGee.  Well,  what  was  accomplished  was  this,  that  they  had 
found  it  more  profitable  to  take  those  hopper-bottom  cars  and  fill 
tlipiu  with  slag  and  cinders  and  make  a  bed,  and  move  steel  and 
otljer  commodities  taking  a  higher  freight  rate  than  to  move  coal 
to  the  Lake  Erie  ports. 

The  CiL^iR3iAN.  And  your  inquiry  into  the  matter  rather  demon- 
sirateil  that  that  was  so? 

Mr.  Mc(iEE.  Well,  I  never  heard  it  denied. 

The  Chairman.  At  any  rate  there  were  fewer  cars  available  than 
tljtre  wei"e  l)efore,  and  in  addition  to  that  there  was  an  increased 
'I'lnand  for  coal? 

Mr.  >Ic(iKE.  Tliere  certainly  was.  Incident  to  the  war  there  wai 
4  \iry  largely  increased  demand.  For  instance,  the  Pittsburgh  & 
Like  Erie  iluring  the  same  period  furnished  only  46.2  per  cent  of 
».'•»  num*K?r  of  cars  that  the  mines  served  by  it  were  entitled  to— 
w>t«a'l  of  furnishing  186,737  cars,  it  furnished  only  80,222.  The 
J'itt>lMirgh,  Cincinnati,  Chicago  &  St.  Louis  during  the  same  period 
f  .niishe»l  57.9  per  cent.  That  is,  instead  of  furnishing  132,778  cars 
I  furnished  76,880  cars. 

In  the  first  week  in  September,  1917,  the  coal  tonnage  from  the 
I-*'-^*-  Erie  coal  fields  fell  off  245,000  tons  from  the  week  before.    An 
r   i.in-  as  to  the  reason  brought  the  immediate  response  that  the 
'    .--upfike  &  Ohio  Railroad  had  collapsed. 

lfi«*  Chairmax.  Does  this  same  condition  of  affairs  re£:arding  the 
•'.   '»ly  of  coal  cars  to  carry  the  coal  to  your  country  still  exist? 

Mr  MKtfE.  It  does,  and  that  is  the  only  difficulty,  but  you  talk 
* '  the  ofial  men,  and  they  will  always  talk  about  increased  produc- 
*'»n.  and  y<iu  would  think  they  were  talking  about  the  increased 
"  -!;:*'tion  of  coal.  They  are  talking  of  cars.  That  is  the  funda- 
•  -^^x\  diffirulty.    You  increase  the  supply — the  car  supply  and  the 

•  -'j^^ion  of  coal  will  follow  that  supply  up.     That  is  the  only 
.  '    -My.     Take  to-day,  there  is  a  35  per  cent  car  supply  to  the 

,'"  \'  r  kl  mines,  the  large  producing  mines. 

Ai  ihe  mines  that  furnish  the  coal  for  the  Northwest,  every  pound 

•^  t  .it  coal  is  contracted  for.    Mr.  Groverman  has  a  chart  here  that 

-• '  •-*  th^  amount,  the  date  of  the  contract,  the  amount  of  the  ton- 

j^.  and  the  vendor  and  the  vendee.    They  are  ready  to  ship,  but 

••  ran  not  ship,  because  they  can  not  get  the  cars  to  move  the  coal 

'•  ' .  the  mouth  of  the  mines  to  Lake  Erie  ports. 

I  know  of  one  place  in  Ohio,  at  Fairport,  where  to  keep  the  men 

•V.  th*-y  dumpea  the  coal  until  they  got  30,000  tons  lying  there  that 

^  ••:rinnin|r  to  smoke,  and  thev  are  in  the  same  position  as  the  Mark 

T"  4in  MissifSiippi  steamboat,  if  they  used  the  steam  for  the  whistle, 

•  '  'uM  prevent  the  boat  going  forward. 
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The  Chairman.  So  that  your  information  is  that  there  is  plenty 
of  coal  this  year,  plently  of  coal  can  be  obtained,  but  that  it  can  not 
be  moved  from  the  mines.  ^ 

Mr.  McGee.  They  say  that  the  production  from  the  mines  is  below 
these  other  years.  It  is  because  thev  can  not  get  the  cars  to  move  it. 
There  is  no  auestion  about  the  coal  being  in  the  earth,  and  they  have 
the  force  to  move  it,  but  you  can  not  go  to  work  and  run  three  hours 
and  shut  down  the  mine  and  stop  the  wages  of  the  men,  and  that  is 
what  havens  when  thev  load  the  last  car,  that  shuts  the  mine  and 
shuts  down  the  wages  or  the  men. 

It  breaks  down  the  man  power  of  the  mine. 

The  Chairman.  So  that  from  your  statement  just  made  I  would 
assume  that  there  is  no  supply  of  coal  kept  above  the  surface  at  the 
mine  ? 

Mr.  McGee.  It  is  an  unusual  thing  to  store  bituminous  coal  at  the 
mine.  It  is  expensive  to  do  it.  They  throw  it  on  the  ground,  and 
if  you  hate  to  take  it  up  again  it  adds  to  the  expense. 

In  practice  they  do  not  store  coal  at  the  mine,  so  that  the  minute 
the  last  car  of  the  day  is  loaded  down  goes  the  mine  and  off  goes  the 
Avages,  and  when  that  is  kept  up  long  enough  the  men  drift  into 
other  lines  of  industry. 

The  Chairman.  How  much  shortage  is  there  in  your  part  of  the 
country  as  compared  with  last  year? 

Mr.  McGee.  Six  million  tons  as  against  the  same  day  last  year, 
and  getting  worse.  And,  remember  this,  that  the  time  is  passing 
and  we  are  getting  to  August  fast,  and  that  deficit  is  increasing,  and 
the  lakes  freeze  up  at  a  certain  time,  and  then  there  is  no  moving 
of  coal  after  that. 

The  Chairman.  Have  you  any  information  as  to  whether  or  not 
there  is  a  coal  shortage  throughout  the  country? 

Mr.  McGee.  If  you  just  substitute  the  word  "car"  for  "coal." 
There  is  no  shortage — there  would  be  no  shortage  if  there  were  cars 
to  move  the  coal  to  any  section  of  the  country  except  New  England. 
You  can  get  through  that  bottle  neck  but  about  50  per  cent  of  the 
New  England  supply. 

The  Chairman.  Up  in  your  country  there  are  facilities  for  moving 
it  if  the  cars  would  carry  it. 

Mr.  McGeb.  To  the  Lake  Erie  ports,  and  the  boats  would  carry  it 
up.  The  boat  capacity  is  double  the  amount  necessary.  There  is  no 
trouble  about  the  bottoms  to  carry  it  in.  The  difficulty  is  between 
the  mouth  of  the  mines  and  the  Lake  Erie  ports. 

The  Chairman.  Have  you  any  information  as  to  the  coal  shortage 
in  the  rest  of  the  country  ? 

Mr.  McGee.  No.  It  is  said  to  be  about  6,000,000  tons  in  New 
jDngland.  And  here  is  something  that,  for  instance,  you  will  notice 
at  Cleveland,  that  utilities  will  have  to  close  down — electric  lighting 
jjlants.  People  that  look  at  things  superficially  will  say  that  is  the 
'^c  ause  of  a  shortage  of  coal.  It  is  not  anything  of  the  kind.  It  is 
because  the  normal  supply  to  the  Northwest  is  not  moving,  because 
they  use  screenings,  and  they  make  screenings  from  the  lump  coal 
that  goes  up ;  and  if  the  6,000,000  tons  that  are  short  went  up  there, 
the  screening  from  it  would  be  running  the  public  utilities  of 
•Cleveland. 
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The  Chairman.  A  witness  testified  here  yesterday  that  unless 
something  was  done  to  relieve  the  situation  in  New  England,  that 
while  it  might  be  possible  to  keep  the  utilities  ^oing,  that  other  in- 
♦histries  would  shut  down.  Do  the  same  conditions  prevail  in  your 
country  ? 

Mr.  3£cGee.  We  would  be  worse  off,  because  New  England  can  get 
«oal,  and  we  can  not.  God  Almighty  leaves  the  ocean  open  every 
•by  in  the  year,  but  freezes  the  waterways  to  the  Northwest.  There 
are  dock  companies  at  the  head  of  the  Lakes — 24  of  them — and  they 
nmtract  for  tne  whole  supply -and  had  their  contracts  made  in  March 
iiUil  April  of  this  year.  As  I  understand  it  in  New  England,  it  is. 
n<itthe  same  situation. 

-Vs  I  understand  it,  they  are  going  to  make  an  order  similar  to 
<»riler  Xo,  10,  made  vesterday.    Perhaps  you  have  seen  it. 

The  Chairman.  1  have  not  seen  it  yet.  I  was  going  to  ask  you 
ai'MMit  that  in  a  moment. 

Mr.  MKiEE.  It  is  practically  like  that  order  that  is  to  be  issued  m 
f;iv(>r  of  New  England. 

Tlie  Chairman.  Have  the   railroads  in  your  country  any  coal 

Mr.  McCiEE.  No.  sir;  on  the  contrary,  I  have  had  several  telegrams 
fp.in  Mr.  Pennington,  president  of  the  Soo,  who  says  in  48  hours  he 

•  .^  be  compelleil  to  shut  down.  If  the  dock  companies  can  not  get  the 
'••a!  up  to  the  docks,  the  railroads  can  not  get  it  off  the  docks,  and  the 
!•-  ks  are  practically  emptv.  I  have  seen  photographs  of  them  swept 
t-  <lean  as  this  floor,  'fhe  railroads  depend  upon  the  dock  com- 
iMfiies  for  their  coal  that  is  taken  up  by  water.  They  get  what  coal 
'. »  V  i»an  from  Illinois. 

J  he  Chairman.  Are  the  docking  facilities  on  the  Lakes  used  to 

•  •n'-IM>rt  coal  into  Canada? 

Mr.  Mc'Gee.  Oh,  no.     You  mean  are  docks  on  Lake  Superior  and 
I.  k.  Michigan? 
n,f*  Cfi  \iBMAN.  Yes. 
Mr.  Mi-iiEE.  Oh,  no.     The  coal  that  is  unloaded  on  to  those  docks 

•  •■  .irnl  un  to  cars  and  taken  to  the  interior. 

1  »•*  CiiAiKMAN.  I  mean  are  the  docking  facilities  on  Lake  Erie 
-     t«»  -liip  coal  to  Canada? 

Mr.  yifVtKK.  To  the  extent  that  it  goes  up  to  the  Northwest,  some- 
'  1'  like  six  or  seven  million  tons. 
i  •»♦*  Chaibman.  Six  or  seven  million  tons? 
Mr.  M«<ff:E.  A  year:  yes. 

T '»-  (*HirttMAN.  That  is  taken  at  Lake  Superior  and  Lake  Michi- 
.*  '  f',r  yunr  consumption,  but  is  there  not  some  coal  shipped  through 
I^kf'S  ilirect  to  Canada  ? 
Mr,  M'<^»i:k,  Yes;  something   about,   as    T   understand    it,   about 
•••<««,  Inn*.,  that  g(K»s  into  this  supply  of  the  Northwest, 
r*!*-  Ch%iumax.  And  Canada  takes  6,(K)0,()()0  tons  of  that? 
^!r.  \Uiirj:,  Yes;  of  that  northwestern  supply.    That  has  noth- 

•  :  vhat»*ver  to  do  with  the  figures  I  read  you  here,  lH»rause  that  has 
•  r.|r  to  do  with  the  Canadian  supply  or  the  Tnited  States  Steel, 
t  ••  Milwaukee  Has  &  Coke,  or  the  Calumet  &  Ilecla  supply. 

1:*  (*HAiBMAX.  The  whole  difficultv  will  he  in  making  up  this 

•  •iijVMt  ^hortiipe?    That  will  l)e  contfnued,  will  it  not! 
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Mr.  McGek.  I  think  not.  I  think  that  will  be  made  up  and  New 
England  will  get  her  shortage  through  orders  Nos.  10  and  li.  I 
think  that  will  help  make  up  New  England's  shortage,  and  that  it 
will  go  into  that  tonnage.     I  do  not  see  now  it  can  help  doing  so. 

The  Chairman.  Just  explain  that  to  us. 

Mr.  McGee.  I  think  I  will  have  Mr.  Groverman  make  the  ex- 
planation, because  he  is  one  of  the  authors  of  it. 

The  Chairman.  Would  an  embargo  on  this  shipping  of  tidewater 
coal,  which  is  now  being  exported  at  the  rate  of  2,000,000  tons  per 
month  relieve  the  car  situation  so  that  the  cars  might  be  used  to  haul 
coal  to  the  Lake  ports?     Do  you  think  that  would  be  helpful? 

Mr.  McGee.  Well,  I  don't  know.  I  ordinarily  am  pretty 
positive  in  my  statements,  but  I  like  to  know  what  I  am  talking 
about.  Now,  I  had  occasion  in  a  memorandum  I  prepared  the  other 
day  to  deal  with  that  subject.  I  think  that  that  is  a  subject  which 
would  have  to  be  treated  intelligently,  and  in  which  intelligent 
handling  would  have  to  be  used. 

In  a  memorandum  I  prepared  for  the  President  the  other  dny^  I 
said  that  if  the  exportation  of  coal  in  vessels  in  increasing  quantities 
tended  to  disrupt  economic  conditions  and  endanger  the  comfort  and 
health  of  millions  of  our  people,  that  that  question  ought  to  have  an 
immediate  and  thorough  investigation,  but  that  is  a  question  that  I 
have  not  examined  with  sufficient  thoroughness  to  enable  me  to  ex- 
press an  intelligent  opinion.  I  don't  know.  I  understand  we  send 
coal  to  Cuba  and  get  sugar  back.  I  understand  that  we  send  coal 
to  Brazil  and  get  nitrates  back.  Those  we  have  to  have,  and  I  do  not 
know  what  our  commitments  abroad  are  or  what  our  relations  are 
with  foreign  nations  that  would  be  affected  by  that  embargo,  but  I 
think  personally  that  we  ought  to  come  pretty  near  looking  after  the 
Unitea  States  nrst. 

The  Chairman.  You  think  that  is  the  first  duty  of  the  United 
States  ? 

Mr.  McGee.  Yes;  I  do.  I  do  not  mean  to  take  any  narrow  view 
of  the  subject  at  all.  If  there  is  not  enough  to  go  around,  then  I 
think  we  ought  to  sort  of  look  after  our  interests  at  home. 

The  Chairman.  I  agree  with  you  on  that.    Have  you  studied  that 

fart  of  the  transportation  act,  Mr.  McGee,  that  apparently  gives  the 
nterstate  Commerce  Commission  authority  to  issue  an  embargo? 
Do  you  think  they  have  the  right  to  do  it,  under  the  law? 

Mr.  McGee.  Well,  that  is  order  No.  10.  That  is  just  what  does 
move  the  coal.  Take  the  orders  like  No.  6  and  order  No.  7,  and  the 
modifications  of  it;  order  No.  9,  that  did  not  move  coal;  but  this 
moves  coal,  and  order  No.  10  moves  coal  if  the  railroads  will  execute 
it,  because  it  simply  says,  "  Mr.  Man,  you  load  so  much  for  the  Lakes," 
and  make  him  do  it.  If  he  does  not  do  it,  he  does  not  get  any  cars. 
It  means  business.  Of  course,  I  have  referred  to  assigned  cars ;  but 
coal  producers  absolutely  deny  the  power  of  the  Government  to  do  it 
and  have  resorted  to  injunctions  in /West  Virginia  a  few  days  ago, 
when  they  made  an  order  assigning  cars  for  railroad  fuel,  and  they 
are  litigating  the  validity  of  that  order  now.  This  is  a  more  effectual 
method  of  moving  the  coal.  It  would  move  it  absolutely,  because  if 
they  would  not  agree  to  move  the  coal  they  would  not  get  the  cars 
to  move  coal  in.    If  they  agree  to  load  100  cars  a  day  and  move 
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them  for  the  Lake  Erie  ports  or  for  New  England,  Lake  Erie  or 
Xew  England  would  get  100  cars  to  move  the  coal  in ;  but  there  are 
ven'  strong  arguments,  I  understand,  on  the  other  side. 

r  understand  that  recently — but  I  do  not  think  I  ought  to  say 
that;  it  is  a  rumor  in  Washington— that  the  White  House  was  no- 
tified by  a  gentleman  who  has  the  power  to  make  lots  of  trouble,  that 
if  an  order  assigning  cars  were  made  there  would  be  a  strike.  That 
ii  the  talk  at  Washington. 

The  CttcViRMAN.  What  do  you  mean  by  assigning  cars? 

Mr,  McfjEE.  Assigning  so  many  cars  to  a  mine.  Then  those  cars  go 
there  right  along,  steadily. 

The  CiLviR3iAN.  The  same  cars? 

Mr.  McGee.  Yes.  They  would  have  so  many  cars  a  day.  The  way 
it  U  now,  it  is  a  more  clumsy  method.  It  is  not  a  direct  and  efficient 
method.  It  is  not  a  case  of  assigned  cars,  because  the  coal  pro- 
ducers apparently  will  not  stand  for  that,  and  I  do  not  want  to  be 
understood  for  a  minute  as  saying  that  there  is  not  another  side  to 
that  (]uestion  and  a  side  presented  by  the  producers  and  the  miners, 
trio.  Some  mines  have  not  contracts  to  ship  in  the  direction  the  coal 
Wduld  have  to  move.  Those  mines  and  miners  would  be  idle  while 
the  coal  was  moving  in  the  direction  required,  and,  of  course,  that  is 
prettv  bad  on  the  mines  and  on  the  miners.    That  is  the  other  side 

of  it; 

The  CHAiR3f  AN.  Has  coal  usually  shipped  to  your  country  been 
«ii  verted  to  manufacturing  industries  between  the  mines  and  the 
Lake  ports? 

Mr.  McGee.  Oh,  no ;  because  it  could  not  very  well  be  done.  The 
toats  go  up  there  with  10,000  tons  in  a  cargo,  and  you  can  not  very 
w**!!  divert  it. 

The  Chairman.  I  know ;  but  at  points  between  the  mines  and  the 
I^kes,  Mr.  McGee? 

Mr.  McGee.  I  never  heard  of  it.    No^  sir;  it  is  out  of  the  Question. 

Mr.  (fRO\'EBHAN.  No;  never.  The  witness  testified  yesterday  that 
C'.al  contracted  for  New  England 

Mr.  McGee,  Going  to  New  England?  * 

The  Chairman.  Going  to  New  ringland — was  sidetracked  and  that 
tr.^  r^rs  were  used  for  storage  purposes  temporarily  until  better 
\  TV  t^  could  be  obtained. 

Mr  Mc<iEE.  You  can  do  that  with  coal  moving  in  cars,  and  there 
>  th-  objection  to  it. 

Th*-  Chairman.  Has  that  been  done?  Have  you  any  knowledge  of 
t*.  it  l)eing  done  in  yotir  country? 

>fr.  ili-GtE.  Oh,  no;  because,  you  see,  the  great  bulk  of  the  coal 
;,-  .^  by  water. 

1  he* Chairman.  It  has  to  move  from  the  mines  to  the  boats? 

Mr.  Mc^fEE.  I  see  what  vou  mean,  between  the  mines  and  the 
L-sk**  Erie  ports? 

rh#*  Chairman.  Yes. 

Mr.  MKfEE.  I  don't  know. 

Mr.  <fBf»vERMAN.  I  can  answer  that  definitely;  no.  It  is  never 
'  r  ♦iw  At^^K  hut  is  moved  dire<'t  from  the  mines  to  the  vessel. 

T!i«»  (*H AIRMAN.  Hv  the  railroads? 

Mr  •fWiMjJMAX.  liy  the  railroads  to  Lake  Erie  ports,  and  from 
"  -t*  dumped  into  the  vessel. 
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Mr.  McGee.  Of  course,  during  the  war  when  there  was  a  shortage 
at  the  mines  Gov.  Cox  threatenea  to  seize  it  and  the  Government  told 
him  to  be  good,  and  I  do  not  think  it  took  place. 

The  Chairman.  In  your  opinion,  the  coal  operators  have  en- 
deavored to  live  up  to  their  contracts  with  the  people  in  the  North- 
west? 

Mr.  McGee.  The  coal  operators  have  contracts  and  I  think  you 
will  find  that  at  $3.50  to  $4  a  ton,  there  is'  not  any  question  out 
that  they  are  anxious  to  get  the  means  of  moving  that  coal  to  desti- 
nation. There  is  no  complaint  against  them  that  they  have  not,  and 
they  are  ready  at  all  times  when  they  can  get  the  cars  to  move  their 
coal  contracted  for  the  Northwest  to  the  Northwest,  and  there  is  not 
a  complaint  against  them  on  that  score. 

The  Chairman.  Can  you  state  if  the  car  shortage  is  increasing? 

Mr.  McGee.  I  know  that  the  car  shortage  is  a  fact^  a  genuine 
thing.  Go  down  to  the  Lake  Erie  coal  fields  and  you  will  find  that 
out. 

The  Chairman.  A  great  many  people  sometimes  cry  "wolf"  to 
create  an  impression. 

Mr.  McGee.  At  the  mines  I  found,  in  1917,  dozens  of  instances 
of  written  records  of  car  supply  kept  at  the  mines  and  the  operators 
copied  them  and  sent  them  to  me  in  Cleveland  before  I  went  to 
Washington,  and  they  start  in,  "  One  hour,  no  cars;  three  hours,  no 
cars ;  a  whole  day,  no  cars."  You  can  find  through  the  operators  of 
those  mines,  at  the  mines  from  their  books,  the  number  of  hours  each 
day,  each  week,  and  each  month  that  they  loaded  coal  and  the  hours 
and  days  and  weeks  that  they  did  not  load  coal  because  they  had 
no  cars  to  load  it  in.  There  is  no  question,  when  we  get  right  down 
to  it,  but  the  single  question  is  one  of  car  supply,  that  is  all. 

The  Chairman.  Mr.  McGee,  in  normal  times  does  the  delivery 
of  coal  commence  promptly  upon  the  opening  of  the  lake  ports,  and 
how  many  days  does  it  take  for  the  coal  traffic  to  reach  its  maximum, 
at  the  opening  of  traffic  ? 

Mr.  McGee.  My  own  understanding  is  that  when  the  iron  ore 
begins  to  move  down  the  coal  comes  back,  and  in  normal  times 
there  has  never  been  any  difficulty  whatever.  There  never  was  prior 
to  1917.  The  handling  of  the  coal  by  the  dock  companies  always 
has  been  very  satisfactory.  There  never  has  been  any  complaint  in 
the  Northwest,  and  no  contentions  between  the  dock  companies  who 
supply  the  coal  companies  and  the  people. 

The  Chairman.  So  the  vessels  that  are  at  Lake  Erie  ports,  they 
load  at  once  with  coal  for  the  Northwest? 

Mr.  McGee.  Some  of  them  do.  It  only  takes  half  of  them  to  do  it. 
Their  tonnage  is  double  the  amount  necessary  to  bring  up  the  whole 
supply.    All  the  tonnage  available  is  not  necessary. 

The  Chairman.  So  that  at  no  time  has  there  been  any  complaint? 

Mr.  McGee.  You  mean  the  water-transportation  part  ? 

The  Chairman.  Yes. 

Mr.  McGee.  I  never  heard  of  it;  never. 

Mr.  Groverman.  And  in  former  times  they  had  boats  tied  up  in 
Lake  Erie  filled  with  coal  and  waiting  for  the  ice  to  go  out  to  start. 

The  Chairman.  I  see.    Was  that  so  this  spring? 

Mr.  Groverman.  Not  this  spring. 
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Mr.  McGee.  The  rate  ordinarily  was  55  cents  a  ton,  but  the  rate 
lias  never  held  up  the  coal  arrangement.  The  rate  on  iron  ore  was 
$1.10.   There  is  no  complaint  that  the  rate  was  unfair. 

The  Chairman.  The  committee  has  been  informed  that  there  was 
a  delav  of  a  month  this  spring  in  the  opening  up  of  traffic  from 
Lake  £rie  ports  to  the  Northwest.    Is  that  so,  Mr.  McGee  ? 

Mr.  McGee.  Well,  I  should  say  there  was.  I  would  like  to  show 
jou  that.  [To  Mr.  Groverman.]  Have  you  any  figures  of  those 
flocks  there? 

Mr.  Groverman.  I  have  not  any  with  me. 

Mr.  McGee.  No.  The  docks  were  stripped  clean.  There  would 
t>it  have  been  any  delay  at  the  docks  if  we  could  get  it  there  at  the 
ports. 

The  Chairaian.  That  delay  was  caused  by  what? 

Mr.  McGee.  By  not  getting  the  coal  to  the  boats  at  the  Lake 
Erie  ports.  If  they  got  it  to  the  boats,  they  would  get  it  up  there. 
*nit  Mr.  (xroverman  has  been  since  last  spring  for  two  solid  months 
T»ow  in  Washington  trying  to  get  the  coal  to  the  Lake  Erie  ports. 
Thiwe  people,  of  course,  have  millions  and  millions  of  dollars  in- 
^♦*<:te(l  in  those  docks  there,  and  those  docks  are  empty. 

llie  Chairman.  Have  you  heard  it  stated  that  the  dock  companies 
•ji«l  not  make  contracts  for  coal  early  this  spring? 

>fr.  McGee.  Here  are  the  dates  of  the  contracts.  That  is  a  com- 
»ui»n,  ordinarj'  lie  that  they  tell  each  year.  They  started  it  in  1917, 
'*T}il  I  got  the  contract  dates.  Mr.  Cusliing  made  that  same  statement 
T'»e  other  day  before  the  Interstate  Commerce  Commission,  and  Mr. 
«  I. irk  called'  his  attention  to  a  chart  showing  that  the  Northwest 
-•if»[>Iy  was  contracted  for,  and  found  that  it  was  13,574,200  tons,  and 
: '  had  the  mines  that  made  them,  the  dates  that  they  made  them  on, 
:  r,.^  the  whole  business  Complete.  Here  it  is. 
The  Chairman.  I  can  not  read  it.    It  is  too  fine  for  me. 

Mr.   ijRovERMAN.  Senator,   I    prepared   it,  and   I   can,   perhaps, 
•v.i  I  it  off  most  readily,  but  here  are  the  names  of  the  dock  com- 

•  ini»*N,    llere  are  the  mines  that  are  operated,  with  the  dates  and 

•  .f  Unction  of  those  mines,  the  tonnage,  and  the  dates  on  which  those 
'if  rn'.'ts  were  made. 

Tlir  next  part  of  this  page  is  the  mines  with  wliom  these  dock 
'U  pTinies  have  placed  contracts  and  the  date  of  the  contracts  and 

*  -  t«»iina:r^,  which  will  give  a  total  tonnage  of  those  24  docks  of 
-.•it  :it.<«M),()00  tons.    Those  contracts  were  made  in  March,  April, 

■     I  M.iy.  li^-i^l,  liefore  the  navigation  season  opened. 
7  •!•*  ( *ii AIRMAN.  March,  April,  and  May  of  this  year? 
>lr.  Geuviirman.  Yes,  sir.    This  is  all  from  company  tonnage  con- 

*  ■  .  t-  ^TiKmitted  to  me. 

l  •.#»  Chairman.  Navigation  opened  about  the  1st  of  April? 
^Ir.  ^tfii'VERMAN.  April  20. 

1  •  «•  <  ^HAfRMAN.  Then  is  the  statement  true  that  coal  was  not  com- 
.*  :n  in  the  early  spring? 

•!r.  (f»f\xBMA*N.  The  coal  could  not  move  bocauso  there  were  not 

•    'jirh  rars  to  put  it  there.    The  coal  was  there  and  tlie  mines  were 

-  «,u^  to  ship  it,  but  there  was  not  anything  to  put  it  in.     Each 

-  -ii*  ing  mine  has  many  contracts  based  on  its  car  supply.     If 

.r  production  is  going  to  be  1,000,000  tons  a  month,  you  will  give 
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\in\v  iH>iUractors  their  pro  rata  of  the  cars  that  you  get.  You  can 
luit  ship  to  only  one  man;  if  you  did,  you  would  cut  yourself  down. 
All  lake  contracts  are  based  on  the  same  per  cent  of  cars.  For 
that  ivuson  we  did  not  get  and  have  not  got  up  to  this  minute  but  35 
jH>r  oout  of  the  car  supply.  Therefore  our  percentage  of  lake  con- 
tracts has  been  less  than  if  we  had  80  per  cent  of  car  service.  Have 
1  uuulc  that  clear? 

The  Chairman.  Yes. 

Mr,  Mi(iKK,  I  would  like  to  ask  Mr.  Groverman  this.  In  these 
nieotings  that  were  held  in  \\  ashington  the  week  before  last  with  the 
railroads  pmsent  represented  by  Mr.  Willard  and  others,  and  at  the 
meetings  which  were  held  for  two  or  three  days  in  New  York  last 
>\eek,  did  any  railroad  executive  question  the  statement  that  there 
has  only  beiMi  a  Jia  per  cent  car  supply? 

Mr.  (tuovr.HMAN.  Never. 

*\Ir.  McCtKK.  There  isn't  any  question  about  it. 

Mr.  (iuovKRAiAN.  1  waiit  to  explain  that  further,  when  we  get  into 
it,  Mr.  Chairman. 

The  Chairman.  All  right.  I  am  informed  that  the  coal  receiv^ed 
on  the  docks  at  Duluth,  Sheboygan,  and  other  places  is  discharged 
there  to  the  extent  of  millions  or  tons  on  the  docks? 

Mr.  Mc(tKK.  That  is  so. 

The  Chaulman,  And  is  distributed  from  there  by  rail  throughout 
the  year  by  the  various  coal  companies.  Are  these  identical  coal 
companies  or  branches  of  coal  operators  distributing  this  stored  coal  ? 

Mr.  M('(>KK.  No.  My  understanding  is  this.  I  have  had  much  to 
do  with  that  during  the  war.  Anthracite  coal  moves  to  the  north- 
west on  consignment,  and  when  it  reaches  the  dock§  it  is  the  prop- 
erty of  the  i)roducing  companies.  The  dock  company  receives  so 
much  a  ton  for  unloading  it  and  handling  it  over  the  docks  and 
Helling  and  collecting  for  it. 

Bituminous  coal  is  bought  by  the  dock  companies. 

Hut  your  information  is  correct  that  coal  is  received  on  the  docks 
aiul  it  is  stored.  It  has  to  be,  because  it  has  to  come  up  in  four  or 
live  months  and  lie  there  the  balance  of  the  year,  and  it  is  distributed 
fr(un  the  docks  by  the  dock  companies  throughout  those  five  States 
or  throughout  those  six  States,  and  there  is  no  controversy  about  the 
distribution  of  it.  There  is  no  conflict  as  to  that,  and  you  do  not 
liear  of  any  complaints  against  the  dock  companies.  They  of  course 
(lid  not  have  any  during  the  war,  and  have  not  had  any  since  because 
the  (lovornnuMit  fixed  the  price,  fixed  the  dock  price  of  coal  and  of 
ctjurso  the  freiglit  was  fixed,  and  I  fixed  the  margin  at  which  re- 
taiUu's  could  sell  and  the  administrators  in  the  various  States  fixed 
the  nuirgin  at  which  the  retailers  could  sell.  There  was  no  con- 
tt*o\crsy  and  there  isn't  any.  There  is  no  conflict  between  the  con- 
NUtnors  MUiI  the  dock  companies. 

The  Cii\n<MAN.  The  coal  supply  for  the  country  which  we  are 
diMMissing  i<  stored  on  the  docks  and  it  is  not  moved  away  to  some 
otht'r  plnce^ 

Mr,  McCJkk.  No. 

The  Chaikman.  It  is  taken  by  rail  from  the  docks  there  during 
the  entire  vear? 

Mr.  M(^(*}ee.  The  whole  year.  There  is  a  car  here,  and  a  car  there. 
Tt  goes  from  the  docks  direct  to  the  consumer,  but  the  railroad  com- 
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panies  purchase  their  supply,  their  railroad  fuel,  and  they  supply 
themselves  from  the  docks,  too. 

The  Chairman.  Are  the  coal  docks  on  Lake  Erie  congested  now, 
or  are  they  able  to  handle  all  the  coal  brought  there  ? 

Mr.  McGee.  I  do  not  think  there  is  any  congestion.  I  think  the 
reverse  is  true.  That  is,  they  can  not  get  the  coal  to  the  docks  for 
want  of  cars. 

The  Chairman.  When  you  appeared  before  the  Interstate  Com- 
merce Commission  some  weeks  ago,  did  you  ask  for  car  service 
order  No.  7? 

Mr.  McCiEE.  No;  that  was  issued  before  I  went  there.  Mr. 
fimverman  knows  about  that.    That  did  not  move  any  coal. 

The  Chairman.  That  did  not  improve  the  situation  at  all  ? 

Mr.  McGee.  No,  sir;  it  did  not.  Order  No.  10  is  the  order  which 
we  asked  for. 

The  Chairman.  You  spoke  of  order  No.  10.  That  came  as  a  result 
of  the  conference  between  the  railroad  men  and  the  coal  operators? 

Mr.  Mc(iEK.  It  did.  They  got  together.  Mr.  Groverman  had, 
n.ore  than  anyone  else»  to  do  with  that,  more  than  anyone  else  in 
pn^paring  it  and  it  is  the  result  of  that  coordination  of  the  efforts  of 
^•ilu  and  they  have  no  doubt,  the  coal  men,  that  they  can  carry 
*«'it  their  part.  The  railroad  men  have  no  doubt  that  they  can  carry 
»»'it  their  part.  Nobody  in  the  transaction  up  there  has  any  doubt 
tint  the  coal  will  get  to  the  Northwest  and  to  New  England,  and  we 
Nave  no  reason  to  doubt  that  the  railroads  and  the  coal  producers 
ir**  going  to  do  everything  they  can.  That  is,  that  they  are  going 
t".  in  gucxl  faith,  attempt  to  execute  that  order.  We  look  for  it  and 
'lo  not  expect  anything  else.  There  is  nothing  on  which  to  base  the 
>  jL'L'estiim  that  thev  are  not  ffoing  to  do  their  full  duty. 

The  Chairman.  "Why  could  not  an  order  of  this  kind  have  been 
i--'iwl  anyhow  ? 

Mr.  McGee.  It  could  have  been.  You  get  Mr.  Groverman  on  the 
r-ill.  and  get  his  correspondence  of  last  spring,  and  just  find  out 
^  .r  these  things  could  not  have  been  done  two  months  ago. 

The  (^HAiRMAN.  It  was  lack  of  foresight  on  somebody's  part? 

Mr.  McGee.  It  could  not  have  been  foresight,  because  this  fur- 
r.  lied  the  foresight    These  letters. 

The  (*H AIRMAN.  Whom  do  you  attribute  the  difficulty  to? 

Mr.  MKiEE.  I  am  not  attributing  it  to  anybody.  Eead  the  letters; 
t*y  pciint  out  how  it  was  done,  during  1917,  1918,  and  1919,  and 

•  -  means  taken  to  do  it  and  the  means  which  proved  effective 
'.  •  tl.nt  puqxjse. 

Ihi*  trreat  difficultv  is — I  have  always  found  this — during  the 
"  .r  I  had  a  good  deal  to  do  with  Washington,  both  as  fuel  adminis- 
•T-.f-r  and  commissioner  of  public  safety  and  as  military  commis- 

•  r.-r.  and  I  could  always  make  a  thing  move  until  it  gpt  down 
'  •  HA-hinrrton  and  then  something  happened.    The  climate,  I  think, 

■/^•n*t  action.    It  is   too  far  into  the  Tropics. 

1  'i^  Chairman.  Mr.  McGee,  what  was  a  fair  price  for  bituminous 

•  .  •••frifp  the  war? 

Mr.  M<^fEE.  Mr.  Ciroverman  has  been  in  contact  witli  that  question 
'  r  ciany  \ears  and  can  tell  you  exactlv.  His  information,  coming 
f'  71  a  coal  man,  will  mean  a  good  deal  more  than  it  would  coming 
*>  m  a  lawyer  or  from  a  general-utility  man. 
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The  Chairman.  You  do  not  know,  then  ? 

Mr.  McGee.  No,  sir. 

The  Chairman.  What  was  the  price  during  the  war? 

Mr.  McGee.  Prices  changed  from  time  to  time,  and  every  time  they 
increased  wages  it  increased  the  price.  Mr.  Groverman  has  all  of 
that  information  and  he  can  give  it  to  you  exactly.  I  can  tell  you 
now  that  anthracite  nut  coal  is  selling  in  Minneapolis  at  $16.50  a  ton. 

The  Chairman.  To-day? 

Mr.  McGee.  Yes,  sir. 

The  Chairman.  Soft  coal? 

Mr.  McGee.  No  ;  anthracite  is  selling  at  $16.50  a  ton ;  when  I  left 
there  it  was  selling  at  that  price — two  weeks  ago. 

The  Chairman.  What  is  the  price  for  soft  coal,  do  you  know? 

Mr.  McGee.  Well,  in  the  case  I  know  of — in  one  instance  men- 
tioned to  me  by  Mr.  Groverman — of  an  operator  who  gets  out 
20,000,000  tons  of  coal,  and  that  is  all  contracted  for,  I  think,  at 
$3.50  a  ton.  You  take  producers  that  have  their  coal  all  under  con- 
tract, and  you  will  find  it  runs  from  $3.50  to  $4  a  ton.  Tt  is  these 
snowbird  fellows  who  open  up  a  wagon  mine  and  load  up  a  car  and 
take  three  or  four  days  to  do  it,  who  take  their  time  filling  up  a  car* 
while  a  standard  coal  operator  will  load  coal  in  five  minutes.  Those 
fellows  get  the  coal  out,  get  it  rolling,  go  from  one  broker  to  another 
to  sell  it,  and  use  the  cars  for  warehouses  while  they  are  performing* 
and  while  they  are  trying  to  get  the  best  price  for  their  coal.  "^ 

A  letter  from  a  chap  m  my  city  of  Minneapolis  read  before  the 
Interstate  Commerce  Commission  tlie  other  day  offered  to  sell  bitumi- 
nous coal  for  between  $13  and  $14  a  ton  to  consumers. 

The  Chairman.  Has  there  been  much  complaint  of  that  from  your 
country? 

Mr.  McGee.  Of  what  ? 

The  Chairman.  Of  this  high  price  for  spot  coal — soft  coal  ? 

Mr.  McGee.  We  do  not  get  that  as  you  ao  down  in  New  England. 
You  see  our  coal  is  water-borne  coal  and  comes  up  under  contract. 
The  operators  have  fixed  relations  with  the  dock  companies,  and  it 
comes  up  from  year  to  year.  It  is  not  like  when  a  car  starts  for  New 
England  looking  for  a  purchaser. 

Tne  Chairman.  That  is  an  entirelv  different  condition  ? 

Mr.  McGee.  Entirely  different,  l^hey  maj'^  have  it  to  some  extent, 
not  very  much,  on  the  Illinois  and  Indiana  all-rail  coal. 

The  Chairman.  Mr.  McGee,  what  is  the  additional  charge  placed 
on  soft  coal  between  the  mines  and  the  point  at  which  the  coal  is 
stored  at  Lake  Superior  in  Michigan  ? 

Mr.  McGee.  The  rate  ? 

The  Chairman.  What  is  the  boat  rate  and  the  rail  rate?  What 
is  the  additional  amount  added  ? 

Mr.  McGee.  I  could  not  say  just  now.  It  shows  it  to  be — I  think 
the  rate  was,  during  the  war,  $1.25  from  the  mines  to  the  lake 
Erie  ports,  and  a  dumping  charge  of  15  cents  a  ton  for  the  soft 
coal  and  30  cents  for  the  anthracite.  A  65-cent  boat  rate  to  the 
head  of  the  Lakes.    Is  that  right,  Mr.  Groverman  ? 

Mr.  Groverman.  Yes ;  only  I  think  that  your  charge  for  dumping 
soft  coal  is  too  high. 

Mr.  McGee.  You  included  in  it  a  commisson! 
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Mr.  Groverman.  Yes;  but  that  was  a  different  thing;  that  was 
for  collecting  the  coal. 

The  Chairman.  Ha^-e  you  any  idea  of  the  cost  of  mining  soft 
<-oal  ? 

Mr.  McGee.  I  have  not  any  idea;  but  the  Federal  Trade  Com- 
mission's producton  cost  shows  that. 

Mr.  Gro\-ermax.  I  have  a  statement  made  up  by  the  expert  of 
the  Fuel  Administration  on  costs,  with  which  x  happened  to  be  in 
<^>nsultation*  You  can  not  say  how  much  is  the  price  or  cost  of 
«-<»al  unless  you  specify  the  exact  district,  because  conditions  are 
different. 

The  Chairman.  Do  you  think  the  export  of  coal  has  increased  the 
price  in  the  Northwest  ? 

Mr.  McGee.  I  think  that  it  will  affect  the  price  of  a  commodity 
like  coal  in  any  part  of  the  country.  I  have  not  any  doubt  about  it. 
I  hare  a  letter  which  I  would  be  very  glad  to  show  you.  It  is  in 
njy  siiit  case,  but  I  would  be  very  glad  to  show  you  that  letter,  show- 
\ua  the  contracts  made  by  one  concern — that  is  the  concern  iip  at 
Fort  Francis  there,  the  Ontario  Paper  Co. — for  150,000  tons.  They 
MfDtracted  for  as  much  as  they  could,  and  that  coal  runs  up  to  $8 
*»r  $1>  a  ton* 

The  Chairman:  Mr.  McGee,  this  committee  is  under  the  impres- 
^^  on  that  the  high  prices  for  export  coal  that  are  being  paid  to-day 
increases  to  a  very  great  extent  tne  domestic  price  here.  What  do  you 
think? 

Mr.  McGee.  I  have  an  idea  that  it  does.  I  think  existing  condi- 
r.'»ns  peculiar;  the  times  are  not  only  abnormal,  but  the  people  are 
.'•normal.  They  are  affected  by  the  war,  iust  as  prices  are.  I  think 
•  .♦•y  are  price  crazy.  I  was  in  a  store  tne  other  day  and  I  saw  a 
t-«r  ju5t  oeing  discnargjed  from  the  Army.  He  was  getting  a  dol- 
.  r  a  day.  He  was  buying  a  silk  shirt  that  cost  him  $16.50  and  had 
^:  <r»  war  tax  on  it.  S^ow,  he  thought  that  was  perfectly  normal  to 
•IT  $19  for  a  shirt.  I  think  we  are  all  more  or  less  affected  by  what- 
- .  »*r  the  war  brought  along  with  it. 

The  Chairman.  Mr.  McGee,  consumers  who  had  fully  contracted 

'.  r  their  requirements  at  what  might  be  considered  a  normal  price 

\^\e  found  themselves  unable  to  get  coal  on  their  contracts  at  their 

:  t  mrt  prices,  but  they  have  found  that  they  are  able  to  obtain  coal 

.  T'.iyin^  increased  prices. 

Mr.  Mr-GirK.  I  think  they  could  do  that  in  New  England  and  places 
»•  tliat.     You  understand  that  coal  that  goes  to  the  Northwest  is 

•  tm't*-*'!  for  by  the  producing  companies  with  the  dock  companies. 
T"iC  Chmrmav.  Yes;  vou  testified  to  that. 

Mr.  M'-GtE.  That  coal  is  there— 13,000,000  or  14,000,000  tons— 

•'  .  iy  to  lio  move<l  at  the  moment  they  can  get  cars  to  move  it.    There 

• '»  'i!i€^tion  al)out  that,  but  what  you  are  speaking  alwut,  and  I 

•  -  h^-anl  of  it  in  the  Ea.st  here,  where  it  moves  all  rail,  that  they 
•5  T.ftt  ship  it  under  their  contract,  but  they  are  loading  out  coal 
t  f  *.-  9ame.  and  people  who  have  contracts  can  buy  that  coal,  but 
V  hivi»  to  pay  several  prices  for  it.    We  have  the  thing  stabilized. 

ha*^  th*»  24  greac  dock  companies  in  existence  there  which  sta- 
•»^  th#»  whole  coal  industry. 

Th^  ('if.%iRMAN.  And  the  railroads  and  industries  generally  buy 
a\  frrjfn  the  dock  companies? 


44  RECONSTRUCTION  AND  PRODUCTION. 

Mr.  McGee.  Yes,  sir ;  except  that  they  get  some  from  Illinois,  and 
they  all  deal  with  the  dock  company. 

The  Chairman.  And  the  dock  company  ships  the  coal;  they  buy 
at  the  dock  and  secure  their  own  purchasers? 

Mr.  McGee.  You  mean  the  railroads? 

The  Chairman.  No  ;  I  am  not  speaking  of  the  railroads. 

Mr.  McGee.  The  dock  companies'  offices  are  located  practically  in 
St.  Paul  and  Minneapolis.    Their  principal  offices  are  there. 

Now,  these  industries  make  their  contracts  with  the  dock  com- 

Eanies,  and  Mr.  Groverman  is  the  secretary  of  the  Northwest  Coal 
>ock  Operators'  Association.  His  office  is  in  Minneapolis,  and  they 
make  their  contracts  just  as  regularly  as  the  seasons  with  the  dock 
companies.  The  contracts  are  made;  the  coal  is  loaded  and  moves 
right  there  with  the  regularity  of  clockwork  when  the  coal  is  there. 

The  Chairman.  Does  the  consumer  have  to  arrange  for  the  trans- 
portation of  that  coal  from  the  docks? 

Mr.  McGee.  Not  at  all. 

The  Chairman.  Or  does  the  dock  company  arrange  for  that? 

Mr.  McGee.  He  has  so  many  cars  coming,  and  he  orders  it,  and 
the  cars  move  right  along,  tie  does  not  have  anything  to  do  with 
the  railroads.     Tlie  dock  companies  deal  with  the  railroads. 

The  Chairman.  And  the  dock  companies  deliver  the  coal  to  the 
consumer  direct  ? 

Mr.  McGee.  Yes,  sir. 

The  Chairman.  At  his  place  of  business? 

Mr.  McGee.  At  his  place  of  business  or  at  his  switch  there.  It  is 
verv  well  svstematized. 

Ihe  Chairman.  And  there  is  not  any  complaint  of  any  coal  doclc 
company  ? 

Mr.  McGee.  As  between  the  dock  companies  and  the  consumers? 

The  Chairman.  Yes. 

Mr.  McGee.  I  know  of  no  suggestion  of  it. 

The  Chairman.  Have  vou  had  occasion  to  take  this  subject  up  at 
the  White  House  vourself^? 

Mr.  McGee.  I  have  been  there. 

The  Chairman.  Did  you  receive  any  encouragement  there? 

Mr.  McGee.  I  do  not  think  I  care  to  go  into  what  transpired  there, 
but  I  think  it  will  be  found  that  the  disposition  of  the  White  House 
is  to  see  that  the  people  of  this  country  get  their  supply  of  coaL 
1  met  with  nothing  to  indicate  the  contrary,  and  with  everything  that 
would  indicate  that  that  was  the  position. 

The  Chairman.  And  the  White  House,  through  their  instrumen- 
talities, immediately  tried  to  help  you,  and  did  help  you? 

Mr.  McGee.  They  did ;  yes,  sir. 

The  Chairman.  Now,  Mr.  McGee,  is  there  anything  else  that  you 
know  of  that  would  be  helpful  to  the  committee? 

Mr.  McGee.  I  think  not. 

The  Chairman.  We  would  like  to  have  your  advice  at  any  time 
on  anything  that  you  know  of  that  we  can  do  to  help. 

Mr.  McGee.  Thank  you. 

The  Chairman.  But  we  are  particularly  interested  in  an  effort 
to  relieve* the  traffic  situation  throughout  the  country,  so  as  to  be 
helpful  to  industry  generally. 
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Mr.  McGee.  From  all  that  I  have  heard,  you  have  to  go  beyond 
that  and  get  something  into  the  system  that  moves  the  cars,  and  you 
j*rv  not  going  to  do  that  until  you  reach  the  root  of  the  difficulty, 
411(1  tliat  is  the  railroad  equipment.  Now,  that  has  to  be  looked  at  in 
a  large  and  broad  way.  The  biggest  railroad  man  that  ever  lived 
ill  America  was  J.  J.  Hill,  a  man  that  looked  the  farthest  ahead. 
About  eight  years  ago  he  predicted  exactly  the  condition  that  is 
existing  to-day;  that  is,  that  the  development  of  the  country  was 
<»utrunnin^  and  outstripping  the  railroads  and  their  equipment. 

The  difficulty  is  this:  The  railroads  can  not  manufacture  equip- 
ment out  of  wind.  They  have  to  have  revenues  adequate  for  that 
jMirpose,  and  sometimes  I  do  not  think  I  would  worry  if  I  could 
M  ri*rht  into  a  blizzard  a  crowd  out  of  any  given  legislature,  that 
•wll  howl  down  any  attempt  to  give  the  railroads  adequate  revenues 
^>  that  they  can  get  the  equipment  that  is  necessary  to  meet  the  needs 
**f  the  country. 

There  is  the  difficulty.    You  can  talk  all  you  please  about  increased 

•'tMiuction  of  coal,  but  that  only  complicates  the  situation,  because 

\.-i  have  to  use  cars  to  move  it.    Our  supply  of  coal  would  be  in  the 

N-'rthwest  if  we  had  the  cars  to  move  it,  and  Congress  has  to  work 

•  .1   some  plan,  and  the  Interstate  Commerce  Commission  has  to 

•  »rk  out  some  plan,  and  the  end  of  it  all  must  be  the  possession  by 
:..t-  railroads  or  revenues  sufficient  to  supply  the  equipment  that  is 
.•-«»S'^arv  to  move  the  tonnage. 

Uie  Ohaikmak.  Mr.  McGee,  the  recent  transportation  act  passed 

.  i  onirrt^ss  would  give  unusual  powers  to  the  Interstate  Commerce 

•    •Minii>:>ion.     Under  this  act  have  the  commission  sufficient  power 

•  irrant  the  relief  you  indicate? 

.Mr.  Mr(iEE.  You  mean  to  increase  the  rates? 

I  ii-  Chairman.  Yes. 

^fr,  Mc<iEE.  Yes,  sir;  but  I  tell  you  it  is  a  rather  ticklish  business. 

•  ;  have  to  raise  the  rates  and  then  you  get  a  howl  in  another 
'---tion. 

1  ri#-  Cif  %iRMAX.  And  if  they  are  not  able  to  charge  those  rates 

•li  It  will  be  necessary  for  the  Government  to  take  the  railroads 

.   r  and  to  o{>erate  them,  and  to  have  the  people  take  the  difference 

•  '»f  the  Treasurv? 

y,r.  Mc^iBE,  WelU  if  the  Government  takes  possession  of  the  rail- 

=  -  we  will  sec  if  it  does,  and  what  will  happen.     Then  every  time 

ni»Tj  r^»nreive  that  they  want  a  raise  they  will  get  the  raise. 

.  r.-v».-r  knew  during  the  war  of  one  being  refused.    They  will 

.  :  !•,•:»  raise  and  then  we  will  get  on  pretty  well  toward  the  soviet 

• .    of  irovemnient  here. 

'I    *•  <  If  AIRMAN.  And  when  it  costs  more  for  the  companies  to  pay 
'  -  r  i#-  f Killers  that  they  need  we  will  have  to  take  it  out  of  the 
•»  i-'jrr  f 

*>   M<<fi:E.  Sure. 
j    #►  <*iiAiKsiAK.  And  instead  of  one  billion  a  year  we  will  have 

•  *  r,r  1*>nr  billions  a  vear? 

*.'-   MHfEE.  Sure.    \fre  will  have  a  paternal  form  of  governmont. 
.    *  i  'iiAiKMAX.  I  quite  agree  with  you  on  that.    I  thank  you,  Mr. 

•.:r  M*-^;riu  Not  at  all. 
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The  Chairman.  Mr.  McGee,  we  have  called  Mr.  Groverman  at 
your  suggestion,  as  one  who  is  familiar  with  statistics  regarding 
fuel  and  transportation  matters  in  the  Northwest.  We  understand 
that  Mr.  Groverman  assisted  in  drafting  Order  No.  10  and  that 
he  was  instrumental  in  making  some  of  the  contracts  for  the  de- 
livery of  our  coal  to  the  Egj'ptian  Railway. 

Mr.  McGee.  Mr.  Groverman  did  assist  in  drafting  Order  No.  10. 
To  the  balance  of  your  question  "Was  he  instrumental  in  making 
some  of  the  contracts  for  the  delivery  of  our  coal  to  the  Egyptian 
Railway  "  will  say  that  is  entirely  contrary  to  my  information,  and 
if  it  is  intended  to  mean  since  the  spring  of  1917  I  know  absolutely 
that  he  has  not  been  in  Egypt,  and  I  never  heard  that  he  had  any- 
thing to  do  with  making  any  of  the  Egyptian  contracts,  and  I  do 
not  understand  that  that  is  in  his  line.  He  is  the  secretary,  at  Min- 
neapolis, of  the  Northwestern  Coal  Dock  Operators'  Association, 
whose  docks  are  located  mainly  at  Duluth  and  Superior.  Mr.  Gro- 
verman did  state  to  Mr.  Miller  in  my  presence  in  this  room  that 
seven  or  eight  years  ago  some  parties  here  sought  to  induce  him  to  go 
over  to  Egypt  m  connection  with  coal  matters,  but  that  he  did  not  go. 

STATETVTENT  OF  MB.  WILLIAU  H.  GBOVEBUAN,  SECBETAKY 
NOBTHWEST  COAL  DOCK  OFEBATOBS'  ASSOCIATION,  MINNE- 
APOLIS, MINN. 

The  Chairman.  Your  address,  please. 

Mr.  Gro^^rman.  Minneapolis. 

The  Chairman.  What  is  your  occupation,  Mr.  Groverman? 

Mr.  Groverman.  I  am  secretary  of  the  Northwest  Coal  Dock  Op- 
erators' Association. 

The  Chairman.  Are  the  docking  companies  affiliated  with  the  coal 
operators  ? 

Mr.  Groverman.  In  most  instances  they  are  affiliated.  Some 
slightly  and  some  very  materially.  , 

The  Chairman.  Could  you  give  the  committee  the  average  con- 
sumption of  bituminous  coal  in  the  Northwestern  States  in  the  years 

1917,  1918,  and  1919? 

Mr.  Gro\^rman.  Only  in  so  far  as  they  refer  to  the  distributing 
docks.  When  I  say  the  distributing  docks  I  mean  the  docks  on  Lake 
Michigan  and  Lake  Superior.  They  bring  up  the  coal  to  be  dis- 
tributed among  the  people  of  the  Northwest,  the  railroads,  the  public 
utilities,  the  domestic  users  of  all  kinds,  and  commercial  uses,  and  on 
that  tonnage  I  have  the  reports  submitted  to  the  Interstate  Commerce 
Commission  on  June  26  as  to  the  exact  number  of  tons  these  dock 
companies  shipped  off  these  combined  docks  during  the  years  1917, 

1918,  and  1919.  Also  the  exact  number  of  tons  that  they  received, 
which  would  give  you  what  they  had  left  over  when  navigation 
opened  and  what*  they  shipped  on  that  time.  Do  you  want  me  to 
read  the  figures  into  the  record? 

The  Chairman.  If  you  will,  please. 

Mr.  (iRo\'ERMAN.  1917,  total  Lake  cargo  receipts  for  these  24  dis- 
tributing docks,  11,888,143  tons;  1918.  13,060,906  tons.  In  1919, 
9,330,231  tons. 

To  make  this  generally  understood,  I  will  have  to  give  you  wliat 
is  left  over. 

The  Chairman.  Go  ahead. 
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Mr.  Groverman.  Left  over  when  navigation  opened  in  1917  the 
amount  Was  572,087  tons. 

Left  over  in  1918,  1,031,978  tons. 

Left  over  in  1919,  8,374,503  tons. 

So  that  the  total  available  supplv  for  this  territory  in  each  year 
of  12  months  was:  In  1917,  12,452,830  tons;  in  1918,  14,092,884  tons; 
in  1919,  12,704,734  tons. 

From  which  available  supply  these  companies  shipped  in  1917 
11.4:>(),N52  tons;  in  1918,  10,718,381  tons;  in  1919,' 11,844,213  tons. 

The  carpo  receipts  of  these  24  dock  companies  up  to  the  20th  day 
of  June,  when  two-sevenths  of  the  season  had  already  passed,  was 
onlv  865,8<>2  tons. 

They  had  on  hand  on  the  2()th  day  of  April  of  this  year  860,521 
tons,  or  on  the  20th  day  of  June  they  had  an  available  supply  of 
1,726,323  tons. 

Mr.  MiiXER.  What  did  you  say  they  had  left  over  at  the  beginning 
of  this  year? 

Mr.  CrKo\*KRMAN.  We  had  860,521  tons  left  over  on  the  combined 
•locks.  The  total  necessary  available  supply  on  the  20th  day  of 
June,  compared  with  what  the  shipments  were  for  the  previous  three 
vearss,  was  3,236,518  tons,  or  a  shortage  in  cargo  receipts  to  June  20 
of  1^10,195  tons. 

Tlie  total  shortage  for  our  season,  as  based  on  the  percentage  as 
in  receipts  for  two-sevenths  of  the  season,  would  be  7,436,987  tons. 

Tlie  dailj'  average  cargo  receipts  since  the  opening  of  navigation, 
for  61  days  up  to  June  20,  was  14,193  tons.  Necessarily  the  daily 
•*ariro  receipts  for  the  balance  of  the  season  of  163  days  would  have 
t'»  \i^  5S.905  tons. 

The  Chairman.  Mr.  Groverman,  you  have  not  got  the  figures  with 
T«>a  of  all^rail  shipments  of  coal  to  this  territory? 

Mr.  (iwnEKMAN.  Not  with  me.  Senator.  But  I  have  them  com- 
[•Iet^«  as  furnished  in  what  is  known  as  the  Illinois  Rate- case,  which 
"«•   were  opposing  just  recently  before  the  Interstate   Commerce 

•  onimission.     I  have  them  in  total  as  presented  in  the  testimony. 
i  liev  are  all  as  a  matter  of  record  in  the  Interstate  Commerce  Com- 

The  CiiAiBMAX.  I  would  be  pleased  if  you  would  furnish  them 
to  u>. 

Mr.  (fB*>vERMAX.  Yes,  sir. 

The  Chairman.  Then  vou  can  not  tell  us  the  percentage  of  water- 
..r7n»  #Mj;il  and  of  all-rail  coal  going  into  this  territoi'y,  can  you? 
Mr.  ^i«»vERMAX.  Not  unless  I  know  how  much  all-rail  coal  there 

'Hie  Chairman.  Can  you  state  it  when  you  get  those  figures? 
Mr.  CiK-ivERMAN.  Oh,  yes,  sir;  I  can  give  j^ou  that  in  my  owm  fig- 
'•  *.  Senator.  l)erauso  thev  are  kind  of  fresh  in  mv  mind,  if  it  would 
*  V  ft  nriy  g^Mid  at  this  meeting. 
'fiif  Chairman.  Yes. 

Mr  CiRo\i3MAN.  The  total  of  coal  loaded  at  Lake  Erie  ports  last 
••  «r  for  all  purpos<\s  on  account  of  the  I-nited  States  was  2.S,(HM),()(K) 

•  ?.•,  and  the  total  of  all-rail  shipments  into  the  Northwest  territory 
'  ;  r»\!mate<l  six  million  or  five  million  seven  hundred  thousanil 
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The  Chairman.  Will  you  explain  just  what  is  meant  by  a  35 
per  cent  supply  at  the  mines  ? 

Mr.  Grovehman.  Yes,  sir.  Each  mine  has  a  loading  capacity 
based  on  its  actual  physical  operation  of  so  many  cars  per  day.  It 
that  mine  is  rated — and  they  are  all  rated  by  certain  rules  and  regu- 
lations of  the  Interstate  Commerce  Commission — for  100  cars  per 
day,  that  is  the  rating  of  the  mine,  and  by  the  rating  of  the  mine  it  is 
meant  that  that  mine  is  physically  able  in  all  respects  to  load  100 
cars.  If  they  get  35  cars  instead  of  100  cars,  they  are  only  getting 
35  per  cent  of  tneir  car  supply. 

The  Chairman.  What  is  the  normal  number  of  hours  work  each 
week  in  the  mines  ? 

Mr.  Groverman.  Eight  hours. 

The  Chairman.  Each  week? 

Mr.  Groverman.  I  beg  your  pardon.    I  thought  you  said  per  day 
The  normal  number  or  the  present  number? 

The  Chairman.  Well,  the  present  number. 

Mr.  Groverman.  The  present  number  has  been  about  two  days  a 
week — two  eight-hour  days  a  week. 

The  Chairman.  What  is  the  average  of  the  normal? 

Mr.  Groverman.  F'ive  days. 

The  Chairman.  Why  is  it  only  two  days  a  week  now  ? 

Mr.  Groverman.  No  cars. 

The  Chairman.  If  the  cars  were  availablie,  the  men  could  work 
six  days  a  week? 

Mr.  Groverman.  Yes,  sir. 

The  Chairman.  Would  the  men  work  six  days  a  week? 

Mr.  Groverman.  Absolutely.  The  men  are  ready  and  willing  and 
the  mines  are  equipped  to  work  six  days  a  week. 

The  Chairman.  And  the  men  want  to  work  six  days  a  week  ? 

Mr.  Groverman.  They  are  crazy  and  anxious  to. 

The  Chairman.  There  was  an  exceedingly  high  production  of  coal 
in  October,  1919.  How  about  the  capacitv  of  those  mines  to-day — 
how  does  the  capacity  to-day  compare  witK  the  production  of  1919  ? 

Mr.  Groverman.  That  is  a  question,  Mr.  Senator,  that  I  have  had 
before  the  Interstate  Commerce  Commission.  It  was  claimed  by  the 
railroads  as  to  Service  Order  No.  7,  that  the  producing  railroads, 
the  railroads  in  the  producing  districts,  were  to-day  loading  83  per 
cent  of  the  coal  that  they  loaded  at  their  peak  month  in  1919,  and 
that  the  docks  or  lakes  were  only  receiving  7.6  per  cent  of  this  load- 
ing; while,  as  a  matter  of  fact,  in  1919  they  received  21  per  cent,  and 
there  the  railroad  stopped,  leaving  the  interence,  if  you  please,  that 
the  mines  would  not  ship  to  the  lakes,  but  preferred  to  ship  to  some 

place  else. 

Investigation  has  proved  by  getting  an  absolute  report  from  each 
mine  each  day  in  these  districts  that  they  were  getting  a  35  per  cent 
car  supply,  and  that  the  railroads  serving  that  district  were  loading^ 
83  per  cent,  their  peak,  because,  due  to  the  high  price  since  April  1 
of  this  year,  many  mines  that  never  could  run  at  a  price  of  $3.50  or 
$4 — many  wagon  mines,  which  go  into  the  side  of  the  hill  and  take 
a  mule  and  a  cart,  opened  up,  and  loaded  the  cars  that  ordinarily 
would  go  to  the  standard  mines,  taking  equipment,  engine  crews, 
switchmen,  and  everything,  and  so  reducing  the  efficiency  of  the 
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Standard  mine,  and  every  one  of  these  wagon  mines  taking  from  one 
to  three  days  to  load  a  coal  car,  with  a  wheelbarrow,  or  with  a  team, 
when  the  same  coal  car  could  run  under  the  tipple,  and  nothing  said, 
and  be  loaded  as  it  went,  in  three  minutes.  The  road  is  pushing  out 
^  per  cent  of  coal,  but  the  mines  that  hold  the  contracts  for  these 
United  States  are  getting  36  per  cent  of  their  car  supply.  Have  I 
made  that  clear,  sir? 

Ihe  Chairman.  Yes;  you  have.  The  war,  Mr.  Groverman^ 
brought  into  existence  a  great  many  mines  that  have  not  been  worked 
for  several  years,  and  the  higher  prices  obtainable  during  war  times 
made  them  profitable.    Are  these. mines  still  in  production? 

Mr.  Groverhan.  Those  mines,  in  1917,  when  we  had  identically 
the  same  conditions  as  conf  rontea  us  this  spring — ^those  mines  sprung 
into  existence  overnight,  so  to  speak,  to  take  advantage  of  a  high 
market.  Those  mines  can  not  work  and  never  did  work  when  the 
price  of  coal  is  at  a  normal  level,  or  less  than  a  normal  level.  These 
mines  can  not  operate  for  three  to  five  dollars  a  ton.  They  have  no 
sales  organization,  no  responsibility,  no  overhead,  and  they  simply 
ship  the  coal^  when  mined,  to  some  broker,  and  he  in  turn  either 
turns  it  over  to  another  broker  or  finds  disposition  of  it  at  any  price 
at  which  he  wants  to  sell. 

The  Chairman.  What  is  the  potential  production  of  bituminous 
coal  in  this  country  to-day,  do  you  know  ? 

Mr.  Gao\xRHAN.  If  we  could  mine  12,000,000  tons  of  coal  per  week, 
it  would  furnish  the  necessary  requirements  of  this  country.  The 
districts  I  am  particularly  interested  in,  a  section  of  the  country  that 
must  be  segregated  from  the  rest  of  the  mining  country,  because  it  is 
pxi'Iusively  from  four  States,  and  the  production  of  those  four  States 
L*  in  the  neighborhood  of  23,000,000  tons  a  month.  The  production 
f^i  the  territory  from  which  we  draw  our  supplv  is  23,000,000  tons  a 
n:«.»nth,  which  is  5,000,000  tons  less  than  what  those  States  produced 
.n  1919. 

In  other  words,  if  we  could  increase  the  production  of  those  four 
Mates  from  which  we  are  drawing  our  supply  6,000,000  tons  a  naonth, 
wr  would  then  be  in  a  position  to  take  care  of  all  the  shortages  in  the 
L^kes  and  everything  else.  We  are  just  6,000,000  tons  behind  in  that 
••trtirular  district  per  month. 

Ihe  Cif AIR3IAN.  Do  you  know  what  the  actual  Canadian  coal 

•  •'i^nmption  is? 

.N(r,  (iRf)\KRMAN.  No ;  I  have  not  those  figures.    As  a  member  of 

♦  '  Fii**l  Administration  I  think  I  have  them  in  my  oifice  at  Minne- 
17*  lis.  or  the  records. 

i:jf  Chairman.  1  suppose  the  Fuel  Administration  have  all  those 

>lr.  <iiH>vKRMAN.  Oh,  yos.    They  were  very  carefully  worked  out. 
Ihr  (^iiArRMAN.  And  we  can  get  them  from  them? 
Mr.  ffRi^-ERMAN.  Yes. 

1\^  Chairmax.  If  vou  have  those  figures  and  can  obtain  them 
f  "  tw  without  undue  difficulty,  I  wish  you  would. 
Mr.  GvfVTMUAS.  I  will  look  it  up  at  once.  Senator,  and  see  if  I 
1-*  th^m. 

r>je  ('hairman.  Do  you  know  what  the  sources  of  the  Canadian 
-  7-1 V  are? 
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Mr.  Groverman.  The  sources  of  the  Canadian  supply  are  in  the 
extreme  east  and  west  of  Canada.  Nova  Scotia  and  what  is  the 
other — I  have  forgotten.  Those  are  the  only  sources  of  supply  they 
have.    The  other  source  is  British  Columbia. 

The  Chairman.  Do  you  know  whether  their  production  equals 
their  needs  ? 

Mr.  Groverman.  In  some  cases  it  does.  In  British  Columbia, 
during  the  Fuel  Administration,  we  had  many  cases,  adjusting  mat- 
ters out  there,  and  producing  coal  to  meet  the  competition  of  Cana- 
dian coal.  That  coal  can  not  get  into  the  territory  that  I  represent, 
however^  from  either  the  east  or  the  west. 

The  Chairman.  Do  you  know  anything  about  Canadian  coal 
exports  ? 

Mr.  Groverman.  No. 

The  Chairman.  Do  you  know  whether  Canada  has  established  any 
restrictions  on  the  export  of  coal  to  the  United  States? 

Mr.  Groverman.  I  heard  they  did.  This  is  mere  hearsay  and  you 
can  take  it  for  what  it  is  worth.  I  have  heard  that  the  Dominion 
Iron  &  Steel  Co. — I  have  a  very  dear  friend  who  is  general  manager 
of  the  company,  and  I  have  heard  that  it  has  been  notified  by  the 
-Canadian  Grovernment  to  immediately  discontinue  export.  That  is 
3.  rumor,  and  I  can  not  verify  it. 

The  Chairman.  That  would  be  very  interesting,  in  view  of  our 
tshipping  them  from  our  own  supply. 

Mr.  Groverman.  I  think  they  have  been  shipping  coal,  t^oug^h. 

The  Chairman.  That  is  our  information.  I  asked  Mr.  McGee  if 
some  of  the  docking  facilities  on  the  Lake  were  used  for  any  Cana- 
dian coal,  and  I  recall  that  he  answered  that  they  were.  iDo  you 
know  anything  about  that? 

Mr.  Groverman.  I  do  not  think  he  quite  understood  you,  and  I 
will  tell  you  why.  A  boat  will  come  up  to  Lake  Erie  perhaps  for 
loading  coal.  That  boat  will  load  a  cargo  of  coal,  and  take  it  to  a 
Canadian  port  for  dumping  purposes,  or  for  unloading.  That  is 
true  at  Port  Arthur,  and  at  Fort  William,  and  those  are  up  in  our 
territory,  the  Canadian  Northern  and  the  Canadian  Pacific  Kail- 
roads  bring  their  Lake  supplies  from  those  ports,  and  there  are  two 
and  one  quarter  million  tons  of  coal  which  comes  up  for  that  purpose, 
and  it  goes  up  in  10,000-ton  boats,  the  same  as  we  get  it  at  Lake  Erie 
for  Lake  Superior  ports. 

The  Chairman.  Is  there  a  duty  on  coal  in  Canada  ? 

Mr.  Gro\'erman.  I  do  not  know.  Senator.    I  think  there  is. 

The  Chairman.  Do  we  levy  a  duty  on  theirs  ? 

Mr.  Groverman.  I  can  not  answer  either  one  of  those  questions.  I 
do  not  know. 

The  Chairman.  Mr.  McGee  testified,  as  I  recall  it,  that  the  North- 
west countn^  is  about  6,000,000  tons  of  coal  short  in  its  needs  for 
this  year.    Is  that  correct  ? 

Mr.  Groverman.  As  near  as  I  can  figure,  it  is  absolutely  correct. 

The  Chairman.  Do  j^ou  think  it  is  possible  to  secure  the  needed 
supply  for  them? 

Mr.*^  Groverman.  Absolutely.  It  is  very  much  more  difficult  now 
than  it  was  on  the  first  or  middle  of  Mav,  when  I  came  down  here 
and  begged  them  to  do  it ;  but  it  will  be  done  yet. 
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The  Chairman.  You  can  not  ship  coal,  of  course,  through  the 
Great  Lakes  after  the  freeze? 
Mr.  Grovermax.  No. 

The  Chairman.  What  period  each  year  is  that? 
Mr.  Gro\'erman.  The  Lakes  freeze,  as  a  matter  of  fact,  just  as 
an  average  date,  on  December  1.  The  verification  of  that  is  that  all 
insurance  policies  are  canceled  on  that  date  for  vessels.  It  is  too  haz- 
ardous to  attempt  it  after  that,  because  they  might  get  into  these 
terrible  blizzards  and  ice  floes,  etc.,  after  December  1,  and  they  cancel 
all  insurance  policies. 

The  Chairman.  The  testimony  yesterday  was  that  we  were  ship- 
ping, and  had  shipped  during  the  past  three  months  out  of  Baltimore 
an<l  Xewport  News,  about  2,000,000  tons  of  coal  for  foreign  shipment, 
foreign  trade.  Do  you  think  those  immense  shipments  of  coal  have 
rvUnied  the  shipment  of  coal  to  Lake  Erie  ports? 

.Mr.  <  tRo\  EK>f  AN.  Xot  in  any  way.    The  coal  that  is  shipped  by  water 

a  »^»al  that  comes  off  the  eastern  division  of  the  roads  that  jointly 

^rve  Uith  the  Kast  and  the  West.    For  instance,  the  Chesapeake  &: 

<»iiif»an(l  the  Virginia  Kailroad  furnish  a  large  percentage  of  the  coal' 

lAi'ich  goes  down  to  Hampton  Roads.    The  Baltimore  &  Ohio  bring  it- 

in  from  the  Fairmont  district  of  Pennsylvania,  but  the  Chesapeake* 

K  Ohio  anil  the  Norfolk  &  Western  also  furnish  Lake  coal,  but  they 

•nly  furnish  it  from  the  mines  west  of  a  certain  point  on  their  lines 

thai  take  a  fair  freight  rate  to  the  Lakes.    The  other  way  movement 

!^  ea5t.    The  Norfolk  &  Western  and  the  Chesapeake  &  Ohio  have* 

fwci  movements — east  and  west.     East,  we  go  to  tide;  west,  to  the 

Likes.    .S>  that  even  if  there  were  embargoes  against  export  from  the 

.Vtj&ntic  seacoast  we  would  not  feel  the  effect  of  it  to  our  Lake  ports^ 

Th<*  Chairman.  The  witness  yesterday  seemed  to  believe  that  the 

iji-t  that  New  England  was  not  getting  her  usual  share  of  coal  from 

.NrtrjKirt  News  compelled  her  to  draw  on  the  Pennsylvania  fields, 

Ml*  I  thit  it  .seemed  to  me  might  affect  your  supply. 

Mr.  (fRo\-ERMAN.  No.  I  Understand  from  Mr.  Willard  and  from 
••■Cher  railroad  men  that  New  England  is  a  little  different  from  the 
vmtorr  I  represent,  in  that  it  gets  half  its  coal  by  rail  and  half  by 
'  iter,  approximately.  Not  knowing  anything  about  New  England  I 
■in  ncK  say,  but  there  is  no  reason  in  my  mind  why  New  England 
■'.•••nld  iKJt  have  its  fair  share  of  coal  and  the  Northwest  have  its 
fair  share  and  work  jointly  on  the  proposition  to  do  it.  In  fact  I 
Mve  bad  several  interviews  with  Mr.  Frank  Wright  on  that  subject 
Hid  we  got  order  No.  5  from  the  commission,  and  a  few  days  after 
nf  J^»t  order  No.  0,  and  neither  one  did  either  of  us  any  good,  but 
-•  that  they  would  play  50-50,  we  got  order  No.  10,  and  we  are  pre- 
'  .  rin^r  for  the  Interstate  Commerce  Commission  a  similar  order  for 
S*w  Kncfland. 

IhH'  4'riAiRMAN.  Of  course  if  it  took  additional  cars  to  carry  coal 
T  .  Xeir  England  instead  of  shipping  it  by  water  from  Newport 
N^wj.,  it  i-e^ms  to  me  that  would  affect  the  whole? 

Mr.  i  iB«A*EBMAN.  There  isn't  any  question.  Senator,  that  if  you  ship* 

•    'nr  of  rr>al  from  Pennsylvania  or  West  Virginia  into  the  New 

r  nriaml  .section  bv  rail  it  would  take  three  cars  as  compared  to  one- 

sr  for  the  Atlantic  sc»al>oard,  and  the  same  is  true  if  you  ship  a  car 

f  rtml  from  the  Illinois  mines  up  to  Duluth,  which  is  a  thousand: 

'    'i^.  and  vou  send  it  back  empty. 


62  RECONSTRUCTION  AND  PRODUCTION. 

The  Chairman.  I  asked  the  witness  just  before  you  if  he  did  not 
think  the  first  oblication  of  the  United  States  was  to  take  care  of 
its  own  citizens  and  if  Great  Britain  had  restricted  the  amount  of 
coal  which  it  exports  while  the  United  States  places  no  restriction 
upon  coal  exports,  then  that  is  against  the  best  interests  of  the  people 
here  ?    You  agree  with  that,  don't  you  ? 

Mr.  Groverman.  I  agree  with  it,  with  the  same  proviso  that  my 
friend  did.  I  think  our  first  interest  should  be  to  take  care  of  our 
own  coal  needs,  but  we  have  certain  obligations  abroad  and  we  can 
not  avoid  them.  We  all  know  that  it  is  by  the  shipment  of  coal  that 
England  was  able  to  become  the  greatest  exporting  country  in  the 
world,  and  we  also  know  that  we  can  plan  to  get  a  good  share  of  it. 
and  we  further  know  that  we  have  certain  moral  obligations,  it 
nothing  else,  to  look  out  for  France,  and  for  other  countries  which 
have  been  devastated  by  the  war.  We  have  certain  obligations  also 
with  Cuba,  and  I  do  not  think  we  can  simply  sit  down  and  say  this, 
that,  or  the  other,  but  that  we  should  take  into  consideration  all  the 
circumstances.  I  want  to  say  something  that  Mr.  McGee  did  not 
say,  if  you  will  permit  me. 

The  Chairman.  All  right. 

Mr.  Groverman.  And  that  is,  that  there  is  more  coal  to-day  ready 
for  shipment — absolutely  ready— ^o  satisfy  the  needs  of  this  coun- 
try and  to  fill  everv  foreign  boat,  if  we  only  had  cars  to  put  it  in. 
That  I  want  to  make  oositive ;  and  that  all  of  our  efforts  before  the 
Interstate  Commerce  (Jommission — and  I  have  been  there  six  weeks — 
the  whole  thing  changes  off  into  side  lines  and  into  side  branches, 
discussing  this  feature  of  it  and  that  feature  of  it,  and  something 
else  over  here  and  something  else  over  there — ^the  minute  that  you 
'would  put  production  where  it  belongs ;  and  when  I  say  production, 
put  cars  that  will  supply  this  country  with  the  coal  wnich  it  de- 
mands and  enough  for  the  boats  that  are  waiting  for  it  at  Hamp- 
ton  Boads,  at  ^Baltimore,  and  at  Philadelphia,  that  minute  your 
problem  is  settled  and  your  slate  is  wiped  clean — not  only  your  coal 
problem,  but  many  others;  that  is,  such  as  yom*  building  construc- 
tion problem,  which  is  one  of  a  thousand  or  of  a  million  other  things 
which  are  automatically  connected  with  it. 

But  to  do  that  you  might  ask,  "  Well,  how  are  we  going  to  get 
the  cars  ?  "  You  can  sit  down  and  figure  out  a  policy  of  how  tne 
Government  is  going  to  build  them  and  where  the  money  is  going 
to  come  from;  but  out  where  I  am,  if  the  Germans  were  going  to 
land  in  New  York,  we  would  not  sit  back  in  Chicago  and  ask, "  Where 
rare  they  going  to  get  the  men  from  ?  "  But  we  would  send  the  men 
to  you. 

We  are  facing  a  crisis  that  must  be  met  as  a  crisis,  and  that  crisis 
is  this:  We  are  15,000,000  tons  of  coal  short  in  this  country  to-dav. 
That  shortage  is  increasing  at  the  rate  of  5,000,000  tons  a  month. 
And  what  is  going  to  happen  on  the  1st  of  December? 

Mr.  Groverman.  If  it  is  15,000,000  tons  on  the  first  day  of  June, 
^vhy,  on  the  first  day  of  July  that  shortage  is  20,000,000,  and  on  the 
first  day  of  August  it  is  25,000,000,  and  on  the  first  day  of  September 
it  is  30,000,000.  Now,  with  the  record  rate  of  production,  as  we  are 
going,  what  is  going  to  happen  on  the  first  day  of  December?  What 
is  going  to  happen  when  we  are  all  tied  up  with  winter,  when  ever}'- 


RECONSTRUCTION  AND  PRODUCTION.  53 

tiling  shuts  down,  and  when  there  is  no  production  at  the  mines? 
We  should  admit  the  conditions,  approach  them  seriously,  and  say 
what  a  coal  car  is,  and  specify  what  a  coal  car  is,  and  see  that  it  is 
UM»d  for  its  purpose  exclusively  until  we  get  out  of  this  crisis,  which 
\se  can  do  in  30  days,  and  then  everybody  will  be  on  easy  street. 
That  is  my  constructive  plan. 

The  Chairman.  You  referred  to  Order  No.  10  some  time  ago. 
Have  you  a  copy  of  it,  please? 

Mr.  (jRin-ERMAN.  Yes,  sir. 

The  Chairman.  Is  it  very  long? 

Mr.  Gho^-eraian.  I  shall  not  attempt  to  read  it,  unless  you  de- 
sire it.  There  is  the  length  of  the  order  [indicating,  by  a  printed 
[tamphlet].  Having  made  up  the  detailed  amounts  and  having  per- 
Minally  assisted  in  tiie  order,  I  can  explain  it,  I  think,  in  a  very  few 

The  Ch^virman.  Go  ahead. 

Mr.  (iRovERMAN.  This  part  [indicating]  shows  the  railroads  that 
M-n  e<l  the  Lakes,  and  this  part  shows  Ohio,  Pennsylvania,  West  Vir- 
;:iiiia.  etc.  This  shows  the  exact  number  of  cars  that  must  be  taken 
:rr>m  each  district,  and  which  must  be  loaded  each  day  in  order  to 
;ri»e  the  total  of  4,000  cars  daily  for  the  next  100  days  for  the  Lakes. 

In  otlier  words,  we  have  a  man  in  charge  of  our  Lake  pools  at 
I^ke  Erie,  where  our  coal  goes  into  a  pool.  He  charges  the  rail- 
r<>td.  as  an  agent  of  the  Interstate  Commerce  Commission.  He 
M>->.  for  instance,  "  We  want  from  the  Baltimore  &  Ohio  to-day 
1  total  of  558.2  cars,  divided  into  the  different  districts  that  the 
ly  A  ().  draws  its  coal  from.     Some  of  these  roads  only  ask  for 

♦  ifiil  cars  a  day,  and  those  cars  will  move  by  embargo. 

Karh  mine  along  the  line  is  assessed  a  certain  percentage  of  its 
rif  \ng  in  order  to  make  that  500  cars.  Whether  they  have  a  contract 
*':tb  the  Lakes  or  not,  they  are  not  allowed  to  ship  any  freight 
t  r.tU  that  percentage  is  sent  to  the  Lakes.  Then,  they  may  ship  else- 
's :.rre  if  they  want  to.  It  is  not  to  interfere  with  any  other  priority 
' :  .♦«  heretofore  or  hereafter  made  by  the  commission.  This 
:..fial  percentage  is  simply  something  to  start  with,  but  it  will  work 

•  t.  and  it  is  all  predicated  on  the  railroads  sending  4,000  cars  into 

\\.s  territory  additional  from  somewhere,  and  the  way  that  this 

>.  eld  work  out  is  that  the  first  initial  percentage  will  take  15  per 

*  'it  from  every  mine  in  that  district,  as  a  minimum,  but  a  mine 

t  At  15  shown  here  as  holding  contracts  with  the  Lakes,  if  they 
:-'  an  additional  car  supply,  they  will  probably  ship  50  per  cent. 
T.-y  are  very  anxious  to,  and  they,  being  the  largest  producers — 
»'.u  inf^ead  of  getting  558  they  will  get  700  or  8(K)  cars,  and  the 
-r  t^rita^  is  reduced.    The  percentage  is  variable,  dependent  upon 

•  •  --jpply  that  we  get  at  the  head  of  the  Lakes,  enforced  by  em- 
.:..••#.  and  the  next  week  instead  of  being  15  per  cent  it  will  be 

*  >T  cent,  and  the  mine  that  shipped  15  cars  last  week  only  has  to 

'•  7.  and  it  will  continue  as  the  car  supply  increases  so  that  the 
K  •••£  the  tonnage  will  be  moving  from  the  mines  that  have  the 
trtrt  and  only  a  small  additional  amount  will  move  from  the 
.-^  that  have  m^t,  as  the  percentage  becomes  lower.    Have  I  made 

.?  rlear? 

Jite  C*UAntMAK.  Yes:  and  vou  think  that  will  cure  the  situation t 
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Mr.  Groverman.  Yes,  sir;  if  enforced. 

The  Chairmax.  Will  this  be  difficult  of  enforcement? 

Mr.  Groverman.  I  do  not  think  so.    But  I  do  not  like  it. 

The  Chairman.  What? 

Mr.  Groverman.  I  do  not  like  the  plan  of  the  order.  I  will  read 
you  a  letter,  addressed  to  Chairman  Clark,  as  to  that — ^but,  Senator, 
I  was  up  against  a  stone  wall.  Here  were  the  producers  with  an 
injunction  against  the  railroads  on  assigned  cars,  and  I  do  not  know 
but  what  I  agree  with  them.  I  have  asked  for  an  assigned-car  order, 
but  they  could  not  afford  to  accept  it  in  view  of  the  pending  suit. 
That  left  only  one  of  two  things,  assigned  cars  or  embargoes.  I 
had  to  draw  this  up  to  save  the  situation.  They  would  not  approve 
of  the  assigned  cars.  I  do  not  know  but  what  I  agree  with  them. 
There  are  many  details  of  that  assigned-car  proposition  that  are 
unfortunate. 

If  they  were  lived  right  up  to,  up  to  the  letter,  they  might  be 
profitable,  but  they  are  not.  They  are  abused.  It  destroys  the 
morale  of  the  mining  section,  put  100  cars  into  this  mine  and  there 
are  no  cars  at  another  mine,  and  the  men  see  this  thing,  say,  for 
eight  hours,  and  thev  take  their  dinner  pails  and  go  home. 

The  Chairman.  IJow  long,  under  this  arrangement,  would  it  take 
for  the  people  in  your  country  to  get  up,  to  catch  up  with  their 
requirements? 

Mr.  Groverman.  One  hundred  days. 

The  Chairman.  That  would  be  verv  near  the  end  of  the  season. 

Mr.  Groverman.  Yes;  I  think  the  commission  fixed  a  date.  (No- 
vember 1.)  This  does  not  become  effective  before  the  26th  of  this 
month. 

The  Chairman.  Was  a  suggestion  of  this  character  made  to  the 
Interstate  Commerce  Commission? 

Mr.  Groverman.  Since  the  13th  day  of  May,  and  every  day  since. 

The  Chairman.  What  year? 

Mr.  Grov'erman.  This  year;  the  present  year. 

The  Chairman.  But  you  don't  know  why  they  didn't  accept? 

Mr.  Groverman.  Personally,  I  don't  know. 

The  Chairman.  I  wish  you  would  furnish  the  committee,  at 
your  earliest  convenience,  with  a  copy  of  your  request  to  the  Com- 
mission to  this  effect. 

Mr.  Groverman.  Senator,  I  haven't  it  in  writing.  Unfortunately^ 
I  did  not  see  where  I  was  going  until  I  got  there,  but  I  personally  re- 
quested it  on  the  date  mentioned.  June  17  is  my  earliest  written 
request. 

The  Chairman.  Are  you  acquainted  with  the  price  of  coal  before 
the  war? 

Mr.  Gro\^rman.  Only  in  a  general  way. 

The  Chairman.  Can  you  give  the  committee  any  idea  of  what 
those  prices  were  before  the  war,  soft  coal,  at  the  mines? 

Mr.  Gro^^rman.  Just  roughly,  as  they  were  after  the  war,  during 
the  war,  for  the  reason  that  you  can  not  say  what  is  the  price  of 
coal.  You  have  to  say  what  is  the  price  of  coal  in  the  No.  8  dis- 
trict, or  in  the  Kanawha  district,  in  West  Virginia,  or  what  is  the 
price  of  coal  in  the  Fairmont  district,  or  what  is  the  price  of  Poca- 
hontas coal.    It  is  impossible  to  say  what  is  the  price  of  coal  when. 
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}ou  are  speaking  of  bituminous  coal,  because  that  will  vary  100  per 

The  Chairman.  Can  you  figure  it,  what  it  ran  before  the  war  at 
the  mines  ? 

Mr.  CiBovERMAN.  The  price  of  coal  is  dependent  absolutely  upon 
ilio  niunl>er  of  cars,  sir.  If  I  took  a  year  where  we  had  a  car  short- 
•i^'»',\ou  would  see  a  very  high  price;  and  if  I  took  a  season  or  a  time 
wlM»n  we  had  a  full  car  supply,  you  would  see  it  selling  at  low  cost, 
aihi  it  is  very  difficult  to  say  what  is  the  price  or  what  was  the  price 
•ifjlfss  you  moilify  it  by  those  certain  conditions. 

I  would  hesitate  to  say  what  was  the  price  of  coal  before  the  war, 
wlien  I  know  that  there  was  not  a  mine,  with  the  exception  of  six 
••r  jseven,  in  the  United  States  whose  paper  was  acceptable  at  the 
IniTiks. 

The  Chair3ian.  Was  soft  coal  sold  as  cheap  as  that  before  that 
lime? 

Mr.  (trovkrman.  Yes. 

The  Chairman.  Less  than  that  at  some  places? 

Mr.  (iRovEKMAN.  Less  than  that  10  years  ago.  The  coal  operator 
w;is  not  very  prosperous  at  that  figure.  Absolutely  no.  He  was 
•rtainly  the  goat.  There  were  more  producing  mines  than  there 
•f ;ts  a  demand  for  coal.  There  was  more  railroad  equipment  to  get 
It  from  the  mine  when  he  opened  it.  It  is  not  the  price  of  coal 
r  'ilay.    It  is  the  price  of  transportation. 

Tlje  Chairman.  Is  it  the  price  of  transportation  because  of  a  lack 
■  f  tniiis|>ortation  ?  The  transportation  people  do  not  receive  this 
:  inense  increase,  do  thev? 

Mr.  (iRo\TRMAN.  No;  out  we  are  obtaining  no  transportation.  We 
'»•  c»f»taining  no  transportation. 

Tlie  (*HAiRMAN.  That  is  true.     What  is  the  price  to-day  of  coal  at 

•  •  aiine.*;? 

Jfr.  ^iDovFRMAN.  I  should  say  that  the  majority  of  the  coal — ^l)y  the 
"  riiuj«»rity  ^  I  mean  90  per  cent  of  the  coal  to-day  mined  by  the  stand- 

•  i  m:ru'S  of  tlie  Ignited  States — is  under  contract  at  between  $3.50 
J  'M  a  ton — fH)  per  cent  of  our  production.    And,  further,  I  want  to 

•  ■■  that  it  takes  only  1  per  cent,  I  believe,  one  way  or  the  other, 

•  Vi»'r  uijfler  or  over  the  (lemand  to  create  either  a  feast  or  a  famine. 
1  r>*  (*HAiRMAN.  Why  do  you  put  it  as  close  as  that? 

Mr.  ^Jbo\-erman.  It  just  takes  a  few  cars  to  make  the  difference. 

! '  :*»»»re  are  five  men  out  there  who  come  to  me  and  ask  me  for  a  car 

^  •■'»»!.  and  one  man  offers  $5,  and  one  man  offers  $6,  and  the  next 

ir»  ttil^Ts  $7.  it  is  just  as  though  there  were  only  one  automobile 

NVw  York  and  everyl>ody  wanted  it. 

7  V  (*H.%iRMAN.  The  witness  testified  yesterday  that  20  per  cent  of 
il.  the  soft  coal,  was  in  the  class  usually  termed  "spot  coal,"  and 

•  !t  t^j-.t  was  l)eing  bid  for  at  an  extraordinarily  hiph  price,  and  that 

t  iffeiied  the  whole  coal  situation.    Do  you  thmk  that  as  much 
-• » j«-r  rent  would  l)e  at  the  mines? 

Mr.  ^vRV'^ERH^kN.  The  amount  of  free  or  soft  coal  is  very  m;ite- 
•t  jnvafer  to-day  than  it  would  1>e  if  the  price  were  lower,  bocnnse 

•  th*-«  wagon  mines,  etc.,  who  take  coal  and  put  it  upon  the  market 

•  '  *}k>  have  no  ol)]igations.  Whether  it  is  20  per  cent  or  15  per 
.1  or  'S»  jier  rent,  would  be  a  guess  on  the  part  of  any<me,  but  I 
olu  ima^ne  that  20  per  cent  might  be  a  pretty  good  guess. 
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The  Chairman.  Mr.  Groverman,  I  think  I  asked  you  a  moment 
ago  as  to  the  exportation  of  coal.  Our  information  is  that  we  are 
exporting  about  2,000,000  tons  a  month.  That  is  three  times  the 
amount  exported  in  previous  years  for  this  period  of  the  year.  That 
coal  is  being  sold  at  a  very  high  price — $12  to  $14  to  $20  a  ton.  Does 
not  that  extraordinarily  high  price  affect  the  price  to  the  consumer 
here? 

Mr.  Grovkwman.  In  my  opinion,  no.  The  price  of  export  coal  has 
nothing  to  do  with  the  price  of  the  domestic  coal.  The  price  of  do- 
mestic coal  or  the  price  of  export  coal  depends  upon  the  number  of 
cars  you  have  at  the  mine.  Now  we  have  a  shortage.  You  can  not 
dispute  it.  You  rob  Peter  to  pay  Paul.  The  Fuel  Administration 
Htarted  in  1917,  the  1st  day  of  September,  when  Dr.  Garfield  took 
i'harge,  trying  to  distribute  a  shortage.  In  about  three  months  they 
found  out  that  they  could  not  get  anywhere,  and  that  the  only  thing 
they  couhl  do  was  to  increase  the  production.  You  can  not  distribute 
u  ndortuge,  and  if  this  shortage  is  5,000,000  tons  a  months  over  this 
<*ountry,  and  continues,  we  get  that  much  worse  into  the  mire,  and  as 
long  as  it  continues,  whether  we  export  or  not,  the  price  is  going  to 
1)0  exorbitant  for  all  spot  coal. 

The  CuAinMAN.  If  we  are  5,000,000  tons  short  a  month,  and  if  we 
export  a  million  and  two  hundred  thousand  tons  more  than  we  did 
IfiHt  year,  wouldn't  the  withholding  of  that  exporting  coal  help  re- 
lieve the  situation  here? 

Mr.  (}kovk«man.  I  am  neither  in  favor  of  or  against  the  export  of 
coal.  I  think  that  is  too  big  a  question.  I  do  not  want  to  say  that 
wo  shouhl  stop  our  exports  of  coal,  nor  do  I  want  to  say  that  we 
nhoidd  continue  them.  It  depends  upon  the  policy  of  the  United 
States  as  to  what  they  want  to  do. 

The  C/jiAiRMAN.  Your  statement  a  moment  ago  about  the  shipment 
of  coal  by  (treat  Britain  is  entirely  true,  and  m  my  long  service  in 
Congress  I  have  always  been  opposed  to  embargoes  on  shipments  of 
all  products  abroad,  because  I  felt  they  were  very  helpful  in  bringing 
trauo  to  this  country,  but  we  are  in  a  very  difficult  situation  in  this 
coal  matter,  and  in  tne  line  of  construction  alone  we  are  very  short 
of  housing  ac^comniodations  and  of  buildings,  and  we  can  not  better 
that  situation  because  of  the  shortage  of  coal,  and  still  we  are  ship- 
ping coal  abroad  in  nuantities  three  or  four  times  that  which  we  did 
formerly.  That  is  wnat  worries  me,  and  we  have  got  to,  it  seems  to 
me,  do  something  pretty  strong  to  remedy  the  situation.  Whether 
the  curbing  of  exports  is  the  thmg  or  not  is  what  I  am  trying  to  find 
out.    Now,  you  are  doubtful  of  that,  you  say? 

Mr.  (iRovKHMAN.  I  am  not  doubtful,  in  my  own  personal  view,  but 
I  do  not  think  that  anyone,  without  taking  all  our  foreign  relations 
into  consideration,  should,  although  he  may  understand  the  coal 
inchistrv — I  do  not  think  he  shoiUd  say  frankly  and  right  off  the 
l)at,  "(\it  off  the  export  of  coal."  I  think  it  is' too  big  a  question. 
I  think  it  is  a  question  for  men  who  have  the  national  viewpoint 
and  for  men  who  have  the  international  viewpoint  of  our  affairs. 

The  CiiAiUMAN.  If  you  feel  that  the  2,000,000  tons  we  are  export- 
ing is  cU'triniental  to  the  welfare  of  this  country,  I  do  not  think  you 
have  any  other  answer.    The  answer  is  right  there.    It  is  automatic. 

Mr.  MiiJ*KU.  I  would  like,  Mr.  Chairman,  to  ask  this  question. 
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The  Chairman.  Yes. 

Mr.  Miller.  Coal  for  your  Northwest  territory  goes  from  Penn- 
s^lvania  and  Ohio  to  Lake  Erie  ports  and  is  from  those  ports  shipped 
through  the  Lakes  into  the  Northwest;  coal  for  export  and  for  isew 
England  goes  from  Pennsylvania  and  similar  fields,  excepting  Ohio 
to  Hampton  Koads.  The  cars  go  pretty  nearly  into  the  same  focus 
for  the  coal  in  the  both  cases ;  in  the  one  case  they  go  toward  the 
Northwest  and  in  the  other  case  they  go  toward  the  Southeast,  Is 
thatriffht? 

Mr.  Gro\'ERman.  That  is  right. 

Mr.  Miller.  Now,  there  are  2,000,000  tons  of  export  coal  being 
^hipped  to  the  Hampton  Eoads  piers  monthly.  More  cars  can  not 
I*  nandled  over  those  piers.    You  understand  that  is  so? 

Mr.  (tro\'ERmax.  I  understand  that  they  are  nearly  to  their  ca- 
pacity. 

Mr.  Miller.  If  the  2,000,000  tons  of  that  coal  now  going  abroad 
vere  curtailed  to  1,000,000  tons  of  monthly  export,  a  million  tons  a 
month  would  thus  relieve  20,000  cars  of  50  tons  capacity  each  from 
their  travel  to  the  Southeast  for  travel  to  the  Northwest  to  increase 
Tour  Lake  deliveries.    Is  that  right? 

Mr.  Gro\'erman.  No  ;  it  is  not. 

Mr.  Miller.  If  thev  were  not  used  direct  to  the  Southeast,  they 
•-'^ulil  be  used  to  the  Northwest  ? 

Mr.  Groverman.  That  is  partiallv  true.  What  are  vou  going  to 
J'l  with  the  mines  on  the  eastern  division  of  those  roads? 

Mr.  Miller.  How  many  trips  in  a  month  can  a  car  make  from  the 
mines  to  the  coal  docks? 

Mr.  (iRoviotMAN.  There  is  ilot  what  I  would  call  any  Lake  Erie 

Mr.  Miller.  Well,  take  the  West  Virginia,  Pennsylvania,  and 
*  »hio  fields.  How  many  times  can  a  car  start  from  the  fields  and  go 
to  the  I-dke  ports  and  get  back  ?    Once  a  month  ? 

Mr.  GmivERMAN.  I  tJiink  they  are  figuring  on  about  48  miles  a  day 
i  T  a  cnal  car — I  mean  about  30  miles  a  dav  for  a  coal  car. 

Mr.  Miu^.R.  How  many  miles  is  it,  300  miles? 

Mr.  Groverman.  You  would  get  a  small  tonnage.    It  is  a  long  haul. 

iff.  Miller.  You  want  4,000  cars  to  serve  your  requirements  \ 

)fr.  Grovermax.  Yes. 

Mr.  Miller.  ^Vnd  wouldn't  the  20,000  cars  help  to  relieve  your 
«>UAtioo? 

Mr.  GRrA*ER3fAN.  Why,  certainly.    I  could  not  say  anything  else 

•  -!  vhat  they  would. 

Mr.  Miller.  Then  the  restriction  of  export  to  about  a  quarter  of 
?     .r  present  amount  would  supply  a  considerable  number  of  cars 

•  :.  '  at  the  same  time  would  stop  the  speculation? 

Mr.  G»o^*ER3iAN.  I  do  not  know  that  that  would  stop  speculation. 
!  "T.tiiM  not  like  to  say  it.    I  do  not  know  enough  aoout  it.    But 

•  iiinlj  if  you  took  the  cars  out  of  one  field  and  put  them  into 
I     'ii^T*  it  Would  increase  the  car  supply  in  that  other  field. 

Mr.  MiLLFJt.  The  Fuel  Administration  during  the  ^ar  attempted 
uruil  rMjuirements.  to  the  extent  of  curtailing  export,  did  they 
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Mr.  Groverman.  I  think  so.    I  am  not  familiar  with  export. 

Mr.  Miller.  And  when  that  export  curtailment  ceased,  our  trou- 
bles commenced? 

Mr.  Gro\^rman.  Somewhere  about  in  April,  and  then  our  prices 
went  up, 

Mr.  Miller.  Is  that  the  way  you  remember  it? 

Mr.  Groverman.  I  do  not  associate  those  two  facts  together.  They 
may  have  happened. 

Sir.  Miller.  Your  prices  began  to  go  up  in  April  ? 

Mr.  (jRovERMAN.  I  sav  it  may  have  happened. 

Mr.  Miller.  Do  you  know  what  the  Lake  port  price  was  in  April 
for  coal  ? 

Mr.  Groverman.  The  price  that  they  paid  at  the  mines? 

Mr.  Miller.  Yes. 

Mr.  Gro\^rman.  We  did  not  get  any  coal  up  there.  We  made  our 
contracts  for  coal  in  February  and  March  and  April,  for  a  certain 
definite  quantity,  based  on  car  supply.    We  do  not  buy  coal  day  by 

Mr.  Miller.  The  spot  price  was  the  same  as  your  contract  price 
at  that  time? 

Mr.  Groverman.  I  do  not  know.  We  have  our  coal  all  on  con- 
tract. 

Mr.  Miller.  You  do  not  know  what  the  spot  price  was  at  the  Lake 
ports  ? 

Mr.  Groverman.  No. 

Tlie  Chairman.  You  do  not  buy  any  spot  coal? 

Mr.  (iROVERMAN.  No ;  imless  we  can  not  get  it  in  any  other  wav. 

The  Chairman.  Mr.  Groverman,  I  thank  you  for  coming  here,, 
and  if  you  have  any  further  suggestions  to  make  to  us  which  you 
think  will  relieve  the  coal  difficulty,  or  which  will  help  the  general 
transportation  situation,  we  will  be  glad  to  have  you  call  on  us. 

Mr.  Groverman.  Thank  you,  sir.  I  think  we  will  be  taken  care 
of,  if  this  order  is  executed,  and  I  want  to  say  to  you  and  to  your 
committee  that  I  am  going  to  camp  on  the  trail  and  see  that  it  is 
executed. 

The  Chairman.  We  would  be  very  glad  if  you  will  drop  us  a  line. 

Mr.  Gro\t:rman.  I  will  do  that,  Senator.  The  order  does  not  go 
into  effect  until  next  Monday.  I  am  going  to  give  it  one  week,  and 
I  am  going  to  be  in  Cleveland  with  Mr.  Griggs,  and  I  am  going  to 
find  out  just  how  many  cars  have  moved,  and  if  they  are  not  mov- 
ing in  at  the  rate  of  4,000  cars  I  am  ^oing  to  find  out  whv. 

The  Chairman.  That  ends  the  hearing  for  to-day,  gentlemen,  and 
the  next  witnesses  we  will  have  here  wiU  be  some  wholesale  and 
retail  dealers,  but  we  do  not  think  we  will  have  a  hearing  for  to- 
morrow, but  it  will  be  for  the  end  of  the  week,  perhaps. 

(liy  direction  of  the  chairman,  the  following  correspondence  was 
ordered  printed  in  the  record:) 

I  Reeves  Coal  &  Dock  Co.  (Idc).  Geo.  W.  McGill,  general  sales  manager.  Docks,  Superior, 
Wis.  Hot  stuff.  R.  C.  D.  Lumber,  Coal  &  Cokfl  Co.  Exchange.  Received  July  5- 
1020,  by  111.  8.  &  G.  Co.     Coal  actually  In  transit.     Circular  "H."] 

Minneapolis,  Minn.,  July  5,  1920. 

We  have  nctunlly  in  transit  and  can  reconslj2:u  to  yon  and  mail  you  car 
nunihor  same  day  as  order  Is  received,  and  on  which  we  quote  you  subject  to 
prior  sale,  f.  o.  b.  cars  Manitowoc  or  Milwaukee,  as  follows : 

15  cars  Hazard  Kentucky  4-inch  block $13 

7  cars  Hazard  Kentucky  4  by  2  inch  egg 13 
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In  i-ape  you  nre  iiittresteiL  would  suRpjest  you  give  us  your  first  and  seoond 
cbouv>i,  so  that  in  ease  j-our  first  choice  is  disposed  of  before  we  can  rcvoive 
3rt»ur  onler  we  <'an  reconsl^n  your  second  choice. 

Ill  <-ave  your  town  is  located  on  more  than  one  railroad  advise  which  route 
jou  dt^^ire. 

T1j#»  otial  situation  is  the  worst  in  the  coal  Industry  and  no  signs  of  improve 
metn  at  the  prest'nt  time  at  least.  The  docks  are  practically  bare  and  very 
littiC'  headed  that  way.  Thrashing  trade  will  soon  be  upon  us  and  if  you  are 
InterpHtefl  iu  any  of  the  above  grades,  would  certainly  advise  you  to  wire 
o*  itttinciiiately  upon  receipt  of  this  letter.     Wire  us  at  our  expense. 

First  c«»me,  first  served. 
Kes|)ectfully.  yours, 

Reeves  Coal  &  Dock  Co. 

I*.  S. — Uemeniber  the  coal  is  actually  rolling.  We  have  the  car  numbers. 
Hot  stuff. 


tki.egraai  of  sknatok  caloeii  to  mr.  hill. 

July  23,  1920. 
I>»rL^  J.   Hill. 

tirtut  Sort  htm  Hailroad,  St.  PauU  Minn.: 

Yon  are  quitted  in  the  Philadelpliia  Ledger  of  June  18  as  favoring  a  curb  on 
t>'#*  «*\|H*rtation  of  coal,  together  with  inunetliate  action  toward  bringing  coal 
•J J'  thn  Lakes  to  the  Northwest. 

\\  iJI  oir  service  onler  No.  10,  i.s.sued  by  the  Interstate  Commerce  Commission 
«fi  July  i!0,  elTect  complete  and  certain  relief  for  the  Northwest? 

SittiaticMi  In  the  Northenst  more  critical  than  on  June  17. 

I>«»  you  still  favor  curb  on  exportation  of  coal? 

lIa^e  the  'J^MIOO  <'ars  referred  to  in  your  statement  been  returned  from  west 
i«f  ifi*-  Mi«isisslppl  River  to  the  bituminous  coal  fields? 

William  M.  C alder. 
Senate  Committee  on  lieeonsi ruction  and  Production, 

29  McM  Thirty-ninth  Street,  New  York  City. 


reply  ok  mr.  hill  to  senator  c alder. 

July  27,  1920. 
li-  o.  Wiu.iAM  M.  Calder, 

f'hfitrntnn  Senate  Committee  on  Reconstruction  and  ProdnetUm, 

29  \yest  Thirty-ninth  Street,  New  York  City. 
V<«ur  Hire  of  23<]  to  hand. 

UV  f«**l  that  If  the  Interstate  Commerce  (^ommissicm  order  No.  10,  effective 

^^•t^'rvla).  which,  we  understand,  provides  for  .shipment  of  4,000  cars  or  ap- 

:  -V  Xfii.xif»'i>  2«MMi00  tons  per  day  to  Lake  Erie  ports  for  movement  beyond  by 

.»'»^r      H  otrrletl  out,  situati<m  in   the  Northwest   will  be  fairly  well  taken 

•^  ••f 

!♦     •  «.f  oairse  always  questionable  whether  it  is  possible  to  adtniuately  take 

^  .  ^  n^iuireiiit'nts  at  Lake  Krle  ports  or  head  of  lakes  in  1,'iO  days,  as  coiu- 

.-*-!  V  .til  the  fi'gular  movement  In  season  of  approximately  220  day.s. 

i   .  .r>*  ;:j>eii  in  my  Iniervlew   (in  the  Philadelphia  Lt^lger  of  June  IS)   re- 

1.^  N«irthwe*<t  ni»e<ls  very  conservative,  because  this  yenr  the  of)einn;r  of 

-  x.v    f*"  Tid  Imre  dcnks  at  head  of  the  lakes,  while  in  previoiLs  y<ars  there 

-r*-   »     •.»>*  al»<Kit  2.OOO,U)0  tons  carried  over.     It  is  the  tirst  time  in  tlie  hls- 

:.    ..f   .':.♦•  N«t.'*liwi*>»!  that  all-rail  Illinois  coal  has  been  st<H"ed  on  \vater-frj>nt 

A»  .If  iMilutn  rind  .Suiierior,  and  use<i  to  fuel  boats  as  well  as  rnilronds  and 

•-r   I    'I'l^tru'S  which  have  always  set'unil  their  coal  sui)i)ly  in  the  i>asi  from 

iir-^rfcr>Iinx  ••xjMjrtatlon,   we  fei»l   conditions   n'quire  this  country's   u^hmIs   1h» 
•  ;.   .  an*  of  ?¥»fore  coal  Is  shi|ii>i'd  to  forei;;n  countries.     If  it  were  i»o>.sil>le 
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to  mine  a  surplus  of  coal  it  would  be  desirable  to  find  an  export  market,  but 
with  tlie  serious  shortafje  In  practically  every  State  the  needs  of  this  country 
should  be  adequately  taken  care  of  before  exporting  coal.  We  feel  exorbitant 
prices  being  paid  by  agents  of  foreign  countries  for  export  coal  has  had  an 
unusual  effect  on  prices  and  distribution  in  this  country. 

It  is  our  understanding  coal  cars  have  been  moving  in  large  volume  under 
Interstate  Commerce  order  to  coal  mines  from  the  West,  and  this  movement 
has  <'<mtinued  daily. 

I  greatly  appreciate  your  message,  as  I  know  your  personal  interest  In  the 
matter  will  be  very  helpful  to  a  most  serious  and  important  situation. 

I-.  W.  Hill, 
Great  Northern  Railroad, 

St.  Paul,  Minn, 

^Whereupon,  at  5.40  p.  m.,  the  committee  adjourned  to  meet  at  the 
call  of  the  chairman.) 
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FBIDAY,  JULY  23,  1920. 

United  States  Senate, 
Scx£CT  CoMMrrrEE  on  REcx)N8TRuc?rioN  AND  Pkoducttion, 

New  York  City,  N.  Y. 

The  committee  met,  pursuant  to  call,  at  3  o'clock  p.  m.,  in  room 
lioi,  En^neerinp  Societies  Building,  29  West  Thirty-ninth  Street, 
Senator  William  M.  Calder  presiding. 

Present :  Senator  Calder  (chairman) ;  also  Mr.  Franklin  T.  Miller, 
a  ^sistant  to  the  conmiittee. 

The  Chaibman.  Mr.  Carlisle,  will  you  please  give  the  stenographer 
vfjur  name  and  address? 


STATEMENT  OF  MB.  7.  R.  CASUSLE,  OF  WATEKTOWN,  N.  T. 

Mr.  Carlisle.  J.  H.  Carlisle,  Watertown,  N.  Y. 

TTie  Chairman.  Mr.  Carlisle,  this  committee  was  appointed  by  the 
T'nited  States  Senate  to  take  up  the  question  of  general  construction. 
It  was  not  appointed  directly  to  inquire  into  the  coal  situation,  but 
4*.-  roTLstniction  is  largely  affected  by  transportation,  which  now 
^*-nis  to  he  monopolized  by  the  coal  industries  as  well  as  by  increased 
••'  *t  of  fuel,  we  are  inquiring  into  the  coal  situation.  We  nave  had  a 
-jf  in«->«  from  New  England  and  a  witness  from  the  Northwest,  and 
r^Jiizinf:  that  the  coal  situation  is  very  critical  in  northern  New 
^  «»rk.  we  are  anxious  to  have  all  the  information  we  can  about  that 
-^ » ti«»n. 

.Ti2-t  what  are  the  conditions  in  your  part  of  the  State  and  what 

-  j-:rr>tions  have  vou  to  make  as  to  remedies? 

\fr.  Carlisle.  I  represent  what  we  call  northern  New  York,  in- 

'  .  iinir  the  counties  of  St.  Lawrence,  Franklin,  Lewis,  and  Jefferson. 

*»\  -  mre  dependent  entirely  upon  rail  for  means  of  communication 

»'  i  have  very  severe  climatic  conditions  in  the  winter  time,  so  that 

.rriif  the  past  several  years,  when  the  climatic  conditions  are  bad, 

.r  Drills  have  been  obliged  to  shut  down  because  they  couldn't  get 

•  ^  roal  up  to  us.  even  though  they  had  it,  and  it  has  been  recognized 
'  .  iT  w#»  are  a  section  of  the  country  where  it  is  absolutely  necessary 

•  t  *^»niy  that  we  get  our  coal  for  current  needs  but  also  that  we  must 
•  ♦•   rrf)al   for  winter  reserves;  otherwise  our  mills  and  factories 

-  •..  1  have  to  shut  down. 

'  /f  i**>urse,  ever\'  section  necessarily  and  naturally  thinks  that  it  is 

•  *  n;*^»^t  important  section,  but  we  produce  up  there,  first,  a  large 

r.t*ty  of  newsprint  paper;  second,  our  next  largest  industries  are 

J-  i^»»'  J  in  the  pro<luction  of  food  products,  in  the  way  of  creameries, 

i'i«t;ti;tions  such  as  Libhy-McVeil,  of  Chicago,  have  a  plant  up 

- '^      ^hjr  products  are  all  products  that  are  absolutely  essential 

.  ':iff«Tf-nt  from  the  ordinary  manufacturing  products,  particu- 
'.\  "vith  respect  to  the  manufacture  of  newsprint  paper. 

Gl 
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We  have  got  to  have  coal  to  supply  our  water-power  plants.  These 
water-power  plants  are  devoted  to  supplying  power  for  the  different 
industries  in  our  section.  If  we  fail  to  get  coal,  then  we  not  only 
lose  the  advantages  of  running  our  mills  bj'  coal,  but  lose  the  ad- 
vantage of  all  our  water-power  properties,  because  they  have  to  shut 
down  when  we  are  out  of  coal.  Just  in  our  immediate  vicinity  we 
use  66,()()()  horsepower.  Of  that  only  7,000  horsepower  is  by  steam 
and  the  other  59,000  is  water  power.  If  we  can't  get  enough  coal 
to  take  care  of  the  7,000  horsepow^er  by  steam  and  we  can't  use  our 
water  poAAer  then  we  are  totally  unable  to  carrv'  on  our  industries. 

We  don't  ask  any  favors  in  noithern  New  York,  we  simply  want 
to  get  our  normal  demands  for  coal.  So  far  as  we  can  learn,  there 
is  plentj^  of  coal  in  the  country.  The  real  trouble  seems  to  be  with 
transportation.  I  personally  have  always  believed  that  since  this 
trouble  came  on  the  Government  oupht  to  in  some  way  take  care  of 
the  question  of  export  of  coal,  limiting  it  until  the  needs  of  this 
country  are  taken  care  of.  Every  other  country  is  protecting  its 
natural  resources  for  its  own  people.  Certainly  coal  is  power,  and  if 
we  let  coal  go  out  of  the  country  that  we  could  use  for  developing 
our  own  water  power  and  running  our  mills,  we  will  not  be  able  to 
keep  our  labor  employed  and  our  production  going. 

If  we  let  the  coal  go  out  of  the  country  we  are  simply  letting  power 
go  out  of  the  country,  and  we  are  letting  some  other  country  have 
the  power  to  produce  and  manufacture  things  which  we  ought  to 
produce  at  home.  Our  coal  supply  in  teims  of  power  is  as  significant 
as  our  water  power.  I  don't  believe  that  we  ought  to  stop  all  export 
of  coal,  but  I  do  think  there  ought  to  be  some  method  whereby  the 
needs  in  this  country  would  be  taken  oare  of  first  before  we  let  any 
coal  go  out  of  the  country  that  somebody  else  is  going  to  use  in  mat- 
ing pow^er  in  another  country.  We  are  nfiturally  somewhat  fearful 
about  these  priority  orders  that  have  been  issued.  Apparently  the 
Interstate  Commerce  Commission  is  allowing  priorities  to  sections 
that  have  both  rail  and  water  communications.  Both  New  Eng- 
land and  the  Northwest  have  communication  by  rail  and  water,  but 
we  have  nothing  but  rail.  We  are  just  as  bad  off  as  New  England 
or  the  Northwest  with  regard  to  coal ;  we  can  not  seem  to  get  it  even 
though  we  are  willing  to  pay  for  it.  We  are  obliged  to  buy  spot 
coal.  We  have  got  our  coal  contracted  for,  but  we  can  not  get  de- 
livery ownins:  to  shortage  of  coal  cars.  Our  people  have  to  get  into 
the  spot  market  and  pay  $12  a  ton  for  coal  at  the  mine  when  we  have 
contracted  for  coal  at  the  mines  at  from  $4  to  $4.25  per  ton  in  order 
to  get  coal  necessary  to  keep  us  going  up  there. 

Take  the  situation  at  Watertown,  for  instance.  Ordinarily  at  this 
time  of  the  year  I  am  informed  that  there  is  usually  in  storage  from 
25,000  to  ;^0,000  tons  of  soft  coal  for  winter  use.  To-day  there  isn'*t 
a  pound  there.  We  are  getting  enough  to  take  care  of  our  current 
needs,  but  we  are  fearful  as  to  whether  we  will  be  able  to  get  sufl[i- 
cient  supply  of  coal  to  lay  by  reserves  for  the  coming  winter.  To 
illustrate  the  situation  we  are  now  confronting,  I  was  given  a  memo- 
randum, which  I  now  read  into  the  record,  which  gives  a  true  picture 
of  the  conditions  in  northern  New  York : 

Three  large  mills  in  northern  New  York — ^the  De  Grasse  Paper  Co., 
the  High  Falls  Pulp  &  Paper  Co.,  and  the  Carthage  Sulphite  Pulp 
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&  Paper  Co. — ^joined  three  years  ago  in  the  purchase  and  operation 
uf  their  own  coal  mine  in  the  central  Pennsylvania  field.  They  im- 
proved the  property  and  increased  its  production  solely  for  their 
own  coal  requirements. 

This  policy  removed  three  large  consumers  from  the  competitive 
markets,  to  the  advantage  of  those  who  buy  there.  Furthermore, 
iliese  mills  are  able  to  store  their  winter  coal  in  the  spring  and  early 
summer,  thus  relieving  autumn  transportation  congestion.  Yet  these 
commendable  methods  are  almost  nullified  this  year.  Instead  of 
I'^'in^  able  to  ship  and  store  their  winter  coal  now,  these  three  mills 
have  not  received  since  June  1  enough  coal  for  their  daily  consump- 
iiou. 

Their  reserves  have  now  been  drained.  In  order  to  continue  oper- 
ations one  of  the  mills  has  been  driven  into  the  spot  market,  thereby 
il'limr  to  the  hard-pressed  throng,  while  another  of  the  mills  has 
••u^^i^led  on  a  generous  loan  of  coal,  which  must  be  returned  later. 

I  learned  that  the  mine  operated  by  these  three  mills  obtained 
•I'lring  June  only  one-half  of  its  rated  car  supply,  and  that  of  the 
'jrb  allotted,  nearly  one-half  were  taken  by  the  railroads  through 
pra<*tices  varying  from  coercion  to  confiscation.  This  gave  the  mills 
'>riiv  one-fourth  of  their  expected  supply. 

The  favorite  coercive  practice  of  the  railroads  is  to  assign  cars  to  a 
n.ine  onlj'  on  condition  that  they  are  toaded  with  railway  fuel.  The 
ni  ne  operator  can  have  his  choice  of  giving  his  coal  to  the  railroad 

•  I.  (eitain  rlays  of  the  week  or  standing  idle,  no  matter  how  urgent 
tie  needs  of  private  industries. 

'Hie  net  result  is  these  three  mills,  owning  and  operating  their  own 
r.irip,  are  depending  on  what  coal  tliey  can  got  from  day  to  day,  and 
•':»'y  have  none  in  reserve,  compared  with  two  to  three  montlis'  sup- 

y  in  >torage  for  winter  at  this  time  last  year.  Their  predicament 
I-  due  solely  to  lack  of  car  supply  at  their  mine  and  to  practical  con- 
:.--.ifions  growing  out  of  the  system  of  assigned  cars  for  railway  fuel. 

I  think  that  states  our  situation  up  there  in  a  general  way  and  our 

•  '^*\-.    We  are  located  on  one  railroad.     We  have  no  way  of  petting 
■  I  ♦•\ri»j>t  by  railroad,  and  we  do  not  think  that  there  should  be  a 

,  -crimination  in  favor  of  other  sections  of  the  country  as  against 
■  i"  M*<'iion. 

I'lu-  C'h  iiRMAX.  Do  I  understand  you  to  say  that  you  are  discussing 
•fff  situation  in  northern  New  York? 

Mr.  Cajujsle.  Yes,  sir;  Franklin,  Lewis,  Jefferson,  and  St.  Law- 
'• :  V  ( 'imntio<. 

Ihf-  <*iiAiRMAX.  What  are  the  annual  requirements  of  these  coun- 

• 

^Ir  Caiu-isij:.  I  do  not  know  what  their  annual  requirements  are. 
♦'.  •!-*•  a  ;rreat  deal  of  water  power  and  coal  is  simply  power. 

Tfj^-  ('fiAiRMAX.  Do  you  know  the  percentage  of  your  requirements 

.  h.ive  ret-eived  so  far  this  year? 

Mr.  C^BiJ*»i-X.  We  are  receiving  practically  enough  to  take  care  of 

.r  .-jrrent  needs.    We  are  merely  getting  by  from  dav  to  day.     The 

I  «.ti]ation  is  very  acute  and  what  we  are  fearful  oi  is  the  coming 

Th^  fnAfiiMAN.  Have  you  or  any  of  vour  representatives  from 
'♦.Vrn  New  York  appeared  before  the  Interstate  Commerce  Com- 
-iffn  anil  askrd  for  relief? 
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Mr.  Carlisle.  We  have  written  them;  we  have  not  appeared  in 
person. 

The  Chairman.  Have  you  seen  this  order  No.  10,  which  was 
isHiied  the  other  day? 

Mr.  Carlisle.  Yes* 

The  Chairman.  Will  that  help  your  section? 

Mr.  Carlisle.  It  will  hurt  us. 

The  ('hairman.  Why  will  it  hurt  you? 

Mr.  Carlisle.  Four  thousand  cars  are  sent  daily  to  the  Lake  Erie 
ports,  luider  general  order  No.  10,  and  this  means  that  a  practical 
einhar^i^o  is  dechired  against  other  sections  of  the  country.  If  an 
attonipt  is  made  to  remedy  this  by  issuing  other  similar  orders  in 
favor  of  otlier  sections  of  the  country,  it  means  that  we  shall  be  back 
again  in  the  same  situation.  In  northern  New  York  State  we  are 
going  to  be  penalized  by  priority  orders  given  to  sections  of  the 
country  that  have  both  water  and  rail  transport,  whereas  we  are 
entirol^v  dependent  on  the  railroads,  in  fact  on  a  single  railroad,  the 
New  Vork  Central.  Undoubtedly  some  of  the  cars  that  will  be  used 
under  this  order  for  carrying  coal  to  the  Northwest  would  ordinarily 
have  been  used  in  carrying  coal  into  New  York  State.  How  much 
the  order  is  going  to  aflfect  us,  we  don't  know. 

'J'he  Ch.mkman.  The  Northwest,  as  you  know,  Mr.  Carlisle,  is  fac- 
ing a  very  serious  shortage  of  coal  and  something  must  be  done  ta 
expedite  (Unlivery  to  that  section  and  coal  must  be  delivered  to  the 
Lake  ports  before  the  Lakes  are  frozen  over. 

Mr.  Carlislk.  There  are  soine  things  that  might  be  said  in  favor 
of  order  No.  10.  Possibly  conditions  may  justify  it;  but  the  North- 
west gets  an  order  and  New  England  gets  an  order  and  we  get 
nothing. 

The  Chairman.  May  I  suggest,  Mr.  Carlisle,  that  if  you  will 
formuhite  your  demands  upon  the  Interstate  Commerce  Commission 
for  relief  of  your  coal  situation  and  will  send  a  copy  of  your  letter^ 
I  will  be  glad  to  see  that  you  are  accordedan  opportunity  to  present 
your  case  to  the  committee.  You  said  a  moment  ago  that  the  export 
of  coal  undoubtedly  had  an  effect  upon  the  coal  situation  in  this 
country.  As  I  understand  it,  the  export  of  coal  this  year  is  about 
four  times  what  it  has  been  in  previous  years,  and  that  they  are  ex- 
porting as  high  as  2,000,000  tons  a  month.  Do  you  think  that  a 
rest lict ion  on  the  export  of  coal  would  lower  the  price  of  coal  in 
this  country? 

Mr.  Carlisle.  Undoubtedly. 

The  Chairman.  When  did  you  first  observe  that  the  price  of  coal 
was  increasing  in  your  part  of  the  country? 

Mr.  (^ARLisi.K.  It  has  Deen  going  up  for'the  past  two  or  three  years. 

The  Chairman.  Have  you  got  any  information  as  to  the  present 
supply  of  coal  in  your  part  of  the  State? 

Sir.  Carlisle.  Apparently,  from  what  I  can  learn,  there  seems  to 
be  enouirh  coal  up  there  to  meet  the  current  needs  of  the  people;  but, 
as  1  said  before,  what  we  are  fearful  about  is  the  supply  for  the 
coming  winter.  None  of  the  coal  dealers  has  refused  to  accept  orders 
for  coal,  but  getting  transportation  to  fill  the  orders  seems  to  be  the 
tro\ible. 

The  Chairman.  Thank  you  very  much,  Mr.  Carlisle,  for  the  way 
in  which  you  have  presented  your  situation.  , 
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The  Chairman.  Mr.  Barrett,  will  you  give  the  stenographer  your 
name  and  address  ? 

STAIBMENT  OF  ME.  ALFKED  M.  BARKETT,  DEPUTY  PUBLIC 
SEKVICE  COMMISSIONEK,  NEW  YORK  CITY. 

XIr.  Barrkit.  Alfred  M.  Barrett,  deputy  and  acting  public  service 
fNiiiiinissioner  for  the  first  digtrict,  49  Lafayette  Street,  New  York 
Ciiy. 

The  Chairman.  We  would  like  to  hear  from  you  as  to  the  coal 
situation  in  New  York  City;  and  being  a  New  Yorker  myself,  I 
would  be  interested  in  hearing  from  you.  You  Iniow  what  the  re- 
<)Mirements  of  the  public  utilities  are;  what  in  your  judgment  would 
U*  a  remedy  for  the  situation? 

Mr.  Barrett,  As  you  know,  the  public  service  commission  is  sup- 
[M»«'d  to  regulate  the  subwaj's,  the  elevated  railroads,  the  street  car 
lm»'>,  the  ele^'tric  light  companies,  the  gas  companies,  and  certain 
fHi\\t*r  phmts.  We  are  very  much  concerned  about  the  coal  situation, 
UM-ausi*  if  we  don't  see  that  the  public  utilities  have  sufficient  coal  to 
«»fH'rat«»,  and  as  a  result  of  this,  of  course,  would  have  to  shut  down, 
it  would  be  a  matter  of  great  concern  not  only  to  the  public  utili- 
ties!: but  also  to  the  entire  community.  Two  months  ago  we  became 
!il.inne<l  as  to  the  coal  situation  in  relation  to  these  utilities,  and 
ilout  the  24th  of  May  we  addressed  a  communication  to  Washington 
iii  r  'lution  to  the  situation  in  connection  with  coal  and  public  utilities. 

Tliere  was  not  much  chanjre  in  the  situation  on  account  of  that 
•^•inrjiuniration,  and  on  or  about  June  24  of  this  year  the  utilities 
•-.■li-Ml  ui»on  the  public  service  commission  and  advised  them  that  if 
rii' V  di(l  not  receive  more  coal  immediately  they  would  be  compelled 
•*i;liin  a  wivy  few  days  to  close  down.  1  was  acting  commissioner 
J*  ihr  time,  and  I  was  very  much  impressed  with  the  statements  they 
ri  a  le.  and  I  verified  their  statements  from  reports  which  we  had  on 
*i.»-.  Realizing  that  some  drastic  action  must  be  taken,  we  addressed 
c  xAi'irrmnx  to  I*resident  Wilson,  stating  therein  that  unless  coal  cars 
•'-rv  directed  by  the  Government  to  the  mines  the  public  utilities  of 
t'.-  Slate  of  New  York  would  close  down  within  one  week.  Two  davs 
:'%  rv.irds  a  c^mference  was  called  of  the  coal-carrying  railroads, 
:  ►•  jMii'lic  utilities,  and  the  public  service  commission,  and  at  that 
t.•^♦'  n**  w<*re  as.*-ured  by  the  railroads  that  they  would  do  everything 
J*  --  l»h*  to  meet  the  nee<ls  of  these  companiefj.  I  ur^ed  upon  the  Gov- 
► '  r:j»  nt  to  put  an  embargo  on  the  export  of  coal.  I  realized  that  con- 
'.  irr:i^h»  roal  was  going  abroad,  and  that  not  only  caused  a  scarcity 
'.:  '  r.ii  for  home  consumption,  but  also  raised  the  price  ahnost  out  of 
4.i  DrM[K>rtion  to  its  value.  The  coal  situation  has  not  changed 
'.. .  h  from  what  it  was  about  the  1st  of  July.  In  order  to  meet  the 
-••.  i  rfments  of  these  various  public  utilities — to  have  a  storage  for 
♦♦■•^  isii.it-r — we  figured  that  beginning  the  1st  of  July  and  up  to  and 
*  .1  iirjjr  Septeml>er  15  the  utilities  of  the  city  of  New  York  sliould 
••  ►;%♦•  %  »»•  rarloads  of  soft  coal  per  dav,  continuing  at  the  rate  of 
.'••  «mrl'^ad>  per  day  from  the  1st  of  July  to  September  15.  We  are 
t  •  \y  riH«Mving,  and  have  been  receiving  for  some  time,  hardly 
•  .L'h  '"oal  for  each  day's  consumption,  not  leaving  us  anything  at 
»    f««r  the  matter  of  storage. 

NoTT,  on  the  first  week  in  July  this  year  the  public  utilities  had 
r*.  »■/  tons  of  coal.    By  that  I  mean  that  if  I  toolc  all  the  coal  under 
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the  control  of  all  the  public  utilities  in  the  city  and  put  it  into  one 
bin  there  would  be  137,000  tons  among  all  these  utilities,  which  would 
be  a  supply  of  about  six  days.  To-day  we  have  on  hand — or  as  of 
yesterday— 239,000  tons.  That  is  just  about  a  10  days'  supply,  and 
while  the  situation  has  been  changed  by  about  20,000  or  30,000  tons 
since  last  week,  it  is  no  indication  that  we  are  going  to  get  anywhere 
near  the  amount  of  coal  required  to  carry  them  over  the  winter.  I 
have  here,  and  will  leave  as  a  matter  of  record,  the  amount  of  coal 
that  each  utility  has  on  hand,  and  how  much  their  requirements  are 
for  each  day. 

I  happen  to  be  a^  member  of  the  terminal  committee,  appointed 
by  the  Interstate  Commerce  Commission.  We  have  our  headquarters 
with  the  public  service  commission,  and  we  have  done  our  utmost 
to  see  that  congestion  in  this  harbor  is  relieved,  and  we  have  found 
in  some  instances  a  great  deal  of  coal  that  was  not  being  unloaded 
and  that  was  in  the  vicinity  of  New  York.  I  followed  up  a  report 
that  one  railroad  a  few  weeks  ago  had  nine  hundred  odd  carloads  of 
coal  almost  in  the  harbor,  and  over  in  Staten  Island  there  were  two 
or  three  hundred  cars.  We  have  got  all  that  coal  moving,  and  are 
giving  particular  attention  to  the  moving  of  the  cars  of  coal  in,  not 
only  to  get  them  unloaded,  but  also  to  get  the  cars  in  use.  We  know 
nothing  about  the  price  that  the  utilities  are  paying  for  coal,  for  the 
reason  that  we  have  not  inquired  into  that  as  long  as  they  are  get- 
ting coal,  but  even  though  they  have  to  pay  high  prices  for  coal,  if 
we  learn  that  it  can  be  gotten,  we  probably  will  insist  upon  their 
getting  the  coal. 

We  can  not  understand  why  there  should  be  such  a  high  price  for 
coal,  and  we  are  not  thoroughly  convinced  that  there  is  a  good  rea- 
son for  the  shortage  of  coal.  You  recall  last  year,  and  the  year 
before,  and  the  year  before,  we  had  a  war  on.  T^hen  these  coal  cars 
were  being  utilized  for  other  purposes  than  carrying  coal.  Still 
we  got  it.    And  we  did  not  have  to  pay  such  a  tremendously  high 

8 rice  and  our  utilities  were  in  a  far  better  condition  than  to-day. 
iow,  this  company  I  am  referring  to  has  to-day  5,000  tons  of  soft 
coal  on  hand.    In  the  year  1913  this  company  had  on  hand : 

Tons. 

May  1 177,  (XX> 

June  1 195, 000 

July  1 199, 000 

Aug.  1 204,  0(X) 

Sept.  1 210,  CKK) 

Oct  1 228,  0(K) 

Nov.  1 217, 000 

Dec.  1 208,  OOO 

To-day  that  company  has  5,000  tons.  In  1914  in  the  month  of 
May  it  had  227,000  tons.  In  the  month  of  December,  that  same  year, 
it  had  231,000  tons.  To-day  it  has  5,000  tons.  In  July,  1913,  it  had 
199.000  tons;  in  1914,  it  had  228,000  tons.  In  1915,  it  had  241,000 
tons;  and  in  1916.  200,000  tons;  and  in  1919,  it  had  88,000  tons;  and 
in  July,  1920,  it  nas  5,000  tons.  To-day,  1920,  in  the  same  month, 
5,000  tons  of  coal  in  that  plant — one  oi  the  most  important  in  the 
city  of  New  York. 

We  ought  to  have  to-day  between  500,000  and  600,000  tons  of 
coal  in  storage  for  the  various  public  utilities  and  we  have  238,000 
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tons,  whieh  is  just  10  days'  supply.  If  we  should  have  strikes  on  the 
railroads  or  in  the  mines  we  would  practically,  in  a  week's  time,  have 
to  close  down  these  utilities.  ^ 

The  Chaibman.  Commissioner  Barrett,  is  all  of  the  soft  coal  used 

New  York  City  brought  here  by  rail  ? 


in 


Mr.  Barrett.  Air.  Lieb  can  tell  vou  about  that. 

Mr.  Lieb.  Very  largely,  except  bunker  coal. 

The  Chairman.  How  does  bunker  coal  get  there? 

Mr.  Lieb.  From  Hampton  Roads. 

The  Chairman.  Much,  Mr.  Lieb? 

Mr.  Lieb.  Xot  verv  much. 

The  (^hairman.  Commissioner  Barrett,  do  you  know  the  annual 
rwniirements  of  the  public  utilities  in  the  city  of  New  York? 

Mr,  Barrett.  I  would  imagine  that,  take  them  all  together,  it 
would  be  about  25,000  tons  per  day. 


Coal  requirement H  for  Xctr  Yorh  City. 


I  Daily  con- 
'  sumption. 

I 


\  - 


\ 


BITUMINOUS. 

^  -rw  Kdi"ii(in  To > 

■  1.  n  KUi.Mirj  Co i 

I'-  •:.!.  Rtpid  Transit  Co 

.  r.  \l  pi  1  Trunvii  Co 

•  •    I'.vvCo 

>      '  .     S»<.  i,n    {    4t 

'  <-.'t.   Ki.titins  Co.,  Qn*H«ns  i^ormigh  (Jas  &  Klectric  Co., 
i   I':' I  A  K.iilT<yd(l    Co.,  Bronx  Ga.s  &  Eleclric  Co.,  ' 

•  *J\n  Cnj'iri  <;^^  Co i 

Tfiul    ■ 

AJJTHllAaTE. 

•  }     »>I««»«-Co 

'    *»f.'\  L..*':nnjr  Co < 

*  '  ..*  ni  I i  ,v  ( Vi 

'    .      A  h\pc* nr  (  o 

»  T*  A  IlirtiM.iri«l  «ia5  Co 

'i  «•,  ?t**iin  (  o 


Oros.^  ions.  ,  Gr.i.w  torv. 


4,(JO0  I 
1,800 

2,0<K)  ' 

1,000  ' 
l,.m-) 

300  I 


221 


10.6S6 


l.no.-) 
32  ' 

47.5  ' 


T:u. 


2, 5.H) 


1,H00 
1,000 


650 

3,222 

400 


190 


7,2112 


1.  \X\ 

i.ojr) 

40 

.V) 
ftOO 


2.  lri^ 


Total 

daily  re- 

quirt'ments. 


Otoam  ions. 
5.H00 

2,  son 

2.000 

l.(WO 

4..V*7 

7(J0 


411 


17,948 


1,993 

2«<0 

2,100 

72 

S.S 

975 


5,518 


SUMMAKY. 


•  r»<i  ilrwnoiits  bltiiniin<nis  coal  to  Sept.  15 17,948 

1  n-^iuir^-jueuts  anthracite  coal  to  Sept,  15 5,518 


Total 23,466 

!  have  a  letter  here  which  might  be  interesting  to  you.  It  was  not 
1  .  .T'^ytsX  to  u.»i.  but  to  a  railroad  company,  but  a  copy  of  it  was  sent 
'•  ti"  jiublic  service  commission.     I  will  leave  it  with  you  if  you 

•  '^  to  h»>e  it.    It  is  from  the  New  York  Steam  Co.    The  New  York 
'*•'  im  <  o.  uses  550  tons  of  coal  per  day,  and  thev  have  a  contract  by 

■  •  h  the\'  are  to  get  just  about  that  amount.     They  have  one  day^s 
{  It  of  coal  on  hand  and  if  anything  should  happen  so  they  could 

■  '  ifC  the  ofml  they,  too,  would  have  to  close  down. 

I  '{^j  not  believe  there  is  a  greater  responsibility  resting  upon  the 

•  -^minezit,  the  coal  producer,  or  the  public  utilities  than  to  get 
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sufficient  coal  to  the  city  of  New  York.  If  our  lighting  plants,  our 
car  lines,  our  subways  shut  down  the  people  could  not  get  to  and 
from  their  work,^and  if  our  electric-light  plants  shut  down,  you 
know  what  difficulties  we  would  have  there.  We  are  much  concerned 
about  it.  We  have  done  everything  possible,  but  the  great  diffi- 
culty, as  I  find  it,  is  that  we  can  not  put  our  hands  upon  a  power 
that  can  bring  results  that  ought  to  be  brought  in  order  that  the 
situation  could  be  cleared.  We  have  attended  several  meetings,  and 
it  seems  that  there  was  a  spirit  of  cooperation  on  the  part  of  every- 
body, but  when  it  comes  down  to  some  final  action  we  lack  the 
party  or  the  individual  that  can  bring  that  about. 

\Ve  will  keep  on  presenting  figures.  Unless  we  get  some  power 
that  is  going  to  take  this  situation  up  and  settle  it,  something  will 
happen  and  the  City  of  New  York  will  close  down,  because  you 
can't  run  this  city  on  one  week's  supply  of  coal.  We  are  not  getting 
the  coal  for  the  utilities  in  the  summer  time;  the  wintertime  win 
come  along  and  the  householder  is  going  to  demand  coal.  There 
will  be  a  demand  on  the  cars  that  carry  coal  for  the  utilities  to  carry 
hard  coal  for  the  ordinary  consumer,  and  if  they  can't  supply  the 
cars  now  for  the  soft  coal,  what  are  they  going  to  do  when  there 
is  a  demand  for  the  hard  coal.  When  the  city  begins  to  get  in  its 
winter  supply  the  poor  man  will  make  such  a  demand  that  neither 
the  utilities  nor  the  public  will  get  it  to  any  great  extent.  That  is 
bothering  us,  because  we  know  the  cars  that  might  be  utilized  for 
soft  coal  will  be  used  to  carry  hard  coal. 

The  Chairman.  We  have  no  power  here  to  get  coal  for  you,  but 
we  should  be  very  glad  to  join  with  you  and  demand  it  from  the  Com- 
merce Commission  or  anybody  else  with  authority  in  the  matter.  I 
have  felt  that  this  tremendous  exportation  of  coal  during  the  last 
two  or  three  months  (four  times  what  it  was)  has  in  some  way 
affected  the  supply. 

Mr.  Barrett.  We  have  put  an  embargo  on  coal  for  export.  I 
understood  that  any  contract  made  for  export  previous  to  the  24th 
of  June  would  be  carried  into  effect,  but  have  now  heard  indirectly 
that  coal  is  being  shipped  to  Canada,  and  Canada's  export,  in  an  in- 
direct method  is  being  taken  away  from  us,  just  as  if  it  were  being 
sent  abroad  from  here.  That  is  a  matter  that  should  receive  some 
attention. 

The  Chairman.  We  have  had  some  information  of  that  character, 
too. 

Does  the  terminal  committee  keep  a  record  of  the  coal  cars  which 
are  being  held  up  in  the  Citv  of  New  York  from  day  to  day  ? 

Mr.  Barrett.  Yes ;  and  they  immediately  advise  Washington. 

The  Chairman.  Have  you  any  recollection  of  how  that  record 
runs? 

Mr.  Barrett.  I  have  not.  Washington  has  appointed  a  chair- 
man of  the  committee  who  is  utilizing  whatever  information  we  can 
get  for  him  and  has  the  records  in  his  office,. 

The  Chairman.  Could  you  give  us  a  picture  of  the  amount  of 
cars  held  near  New  York  and  about  how  long  they  are  being  held  ? 

Mr.  Barrett.  We  can  do  that.  Not  now,  but  I  will  have  it  sent 
to  you. 
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The  Chairman.  Mr.  Lieb,  this  committee  is  very  anxious  to  ascer- 
tain fn)m  you  the  situation  as  concerns  the  coal  supply  of  your  com- 
pany. \\  e  would  like  you  to  tell  us  your  annual  requirements,  what 
jH'rcentage  of  your  annual  requirements  you  receive  during  this 
poriotl  of  the  year,  what  percentage  you  have  been  receiving,  and 
.»uy  other  information  you  believe  would  be  helpful  to  the  com- 
aiittee.    You  may  proceed  in  your  own  way. 

STATEMENT  OF  JOHN  W.  UEB,  VICE  FEESIDENT,  NEW  TOEK 

EDISON  CO.,  NEW  TOKK  CITY. 

Mr.  Li£B.  Mr.  Chairman,  the  New  York  Edison  Co.  is  a  char- 
a<  (eristic  case  of  a  public  utility,  an  electric  light  and  power  com- 
pany, that  renders  service  in  our  larger  cities.  The  service  that  we 
an;  rendering  is  of  a  very  essential  cliaracter  to  the  community — to 
jts  life,  health,  and  activities.  The  New  York  Edison  Co.,  for  in- 
j^ance.  is  supplying  the  energy  for  the  operation  of  some  of  the  street 
mlroads  of  the  city,  and  it  is  supplying  the  energy  for  the  operation 
of  a  trunk  line  railroad — the  New  York,  New  Haven  &  Hartford's 
ri>a<l  from  Woodlawn  practically  to  Stamford — in  other  words  the 
western  branch  of  its  service,  the  eastern  branch  being  taken  care  of 
I'V  its  own  power  house  at  Cos  Cob. 

VN'e  supply  energy  to  the  New  York,  Westchester  &  Boston  Rail- 
n^ad;  we  operate  practically  all  of  the  telegraph  and  telephone  sys- 
tems of  New  Y'ork  City,  all  of  the  street  lighting.  All  of  the  hos- 
[  tais  practically  are  supplied  with  our  system.  The  high-pressure 
I  "imping  service  of  New  York  City  and  the  fire  system  of  the  whole 
1  .wer  part  of  Manhattan  is  dependent  upon  the  electrical  energy 
'tr  jfive.  In  other  words,  we  are  a  very  essential  and  necessary  ele- 
•^-rit  i»f  public  activity.  In  addition  to  the  light  and  power  of  the 
*siiMings  and  supplymg  of  industrial  power  on  a  large  scale,  we  sup- 
fly  most  of  the  vertical  transportation  of  the  city.  In  other  words, 
f.*«im  our  service  are  supplied  most  of  the  elevators  in  buildings, 
f^'U^hng  people  to  go  upstairs  to  their  offices,  so  that  interference 
*  .th  our  service  would  be  a  dire  public  calamity. 

Sjieaking  for  the  New  York  Edison  Co.,  we  have  now,  and  have 
r  id  for  vears  past,  term  contracts  for  more  than  all  of  our  require- 
r  -TiiH,    (.)ur  present  contracts  are  roughlv  for  110  to  120  per  cent  of 
'if  yearly  requirements;  in  other  words,  10  to  20  per  cent  more 
f  xn  ofir  total  yearly  requirements,  and  that  has  been  so  for  some 
r  r:.*-  past. 
Th*-  Cif AIRMAN.  Why  do  you  buy  more  than  you  need? 
Mr.  LiEif.  Because  we  do  not  receive  anywhere  near  what  we  buy 
« r  riiniract  for  and  that  has  been  so  particularly  during  this  past 
;:--jr.    If  we  received  all  that  we  had  contracted  for  and  have  fixed 
t  rtn  vf^rlv  contracts  for,  it  would  not  be  necessary  for -us  to  appear 
-r^  and  plead  our  cause. 

At  this  time  I  think  it  would  be  desirable  to  present,  as  giving  a 
rur^  of  our  situation,  the  contracts  which  we  made  for  the  ^ew 
;  '.rk  Edison  Co.,  the  United  Electric  Light  &  Power  Co.,  and  the 
\'  at^i  electric  companies,  all  of  these  companies  being  affiliated 
■  '*.  the  f  onsolidatea  Gas  Co.,  of  New  Y'^ork.  The  total  tonnage 
'  •%  we  ctmtracted  for  for  the  c<»al  year  April  1,  1920,  to  March  31, 
.s2:^  WM  1^33,443  tODB. 
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Tho  i^H AIRMAN.  Can  you  give  us  the  contract  price? 

Mr,  LiKH.  No;  that  is  not  given.  I  will  be  glad  to  give  a  general 
statouiout  as  to  that  if  you  desire,  and  I  have  given  here  the  indi- 
yiUuhI  contracts  that  we  have,  the  contract  period  they  cover,  the 
weekly  iloU\eries  which  would  have  been  expected  and  should  be 
expocted  under  them,  and  the  percentage  of  the  contract  requirements 
which  we  have  received  from  April  1.  1920,  to  June  20,  1920.  Xow, 
that  indicates  that  since  the  1st  of  April  we  have  received  on  the 
average  and  in  total  52  per  cent  of  our  total  contract  requirements. 

The  ("UAIKMAN.  That  means  about  50  per  cent  of  normal — of  what 
you  have  receivetl  in  past  years? 

Mr,  LiKu,  Yes;  within  the  last  year  or  two.  Of  course,  we  have 
nn'eived  largvr  |)ercentages  of  our  contracts  in  years  gone  by,  but 
in  (he  last  year  or  two  this  is  more  or  less  characteristic  of  the  deliv- 
erit^s  received. 

Now,  the  average  daily  consumption  for  that  group  of  companies 
of  New  York  City  is,  roughly,  4,000  tons.  At  the  time  this  statement 
was  niaile  out  we  had  a  reserve  stock  on  hand  of  49,981  tons.  Now 
we  have  a  storage  capacity  almost  unlimited,  one  might  say,  but  spe- 
cilli'ally  we  have  a  storage  yard  independent  of  our  plants  at  Edge- 
water/N.  J.,  where  we  can  store  250,000  tons  of  coal.  Usually  we 
have  gone  throiigh  the  winter  season  by  having  there  150,000  to 
*JOO,0()0  tons  of  coal.  We  went  into  this  last  winter,  1919-20,  with  a 
fair  anu)iint  of  coal  in  storage  (something  like  125,000  or  130,000  tons) 
nu)st  fortunatelv,  because  with  the  interference  of  deliveries,  due  to 
the  very  critical  harbor  conditions  and  the  interference  with  deliv- 
eries due  to  the  strike  in  the  mines  and  on  the  railroads,  and  the 
<'i'itical  condition  that  ensued  during  an  unusually  severe  winter, 
when  coal  could  not  be  gotten  out  of  the  coal  cars,  we  saw  that  re- 
serve grathuilly  melt  away,  until  a  month  or  two  ago  there  wasn't 

any  there  at  all  at  Kdgewater. 

The  CiiviHMAN.  At  what  part  of  the  year  is  the  peak  of  your 
stornge  supplv  reached? 

Mr.  \i\vM,  ^Ve  should  expect  to  have  a  complete  storage  made  ahead 
of  our  nMpiirc»nuM)ts  about  the  1st  of  October,  at  the  latest  the  16th 
of  October.  After  that  there  are  likely  to  be  delays  due  to  fog  in 
the  hnrbor  and  weather  conditions. 

Tlu»  CiiAtUMAN.  You  do  receive  coal  and  can  the  year  around? 

Mr.  I^iKU.  We  could  not  get  along  unlets  we  received  coal  the  year 

round. 
'I'he  CiiAiUMAN.  In  the  winter  months  what  percentage  is  supplied 

co!nj)an»d  to  the  sinnmer? 

Mr.  liiKh.  Unless  unusual  conditions  prevail  for  a  week  or  two 
within  the  montli  usually  we  get  normal  deliveries,  so  that  we  only 
have  to  call  on  our  storage  for  a  week  or  two  really,  or  should,  for 
the  interruptions  that  may  occur  due  to  rail  interference.  During 
tlie  Inst  few  months  we  have  had  to  get  into  the  market  to  buy  so- 
calhMl  free  or  spot  coal.  Otherwise  we  would  have  shut  down.  One 
of  the  tiling!^  we  had  to  do  was  to  get,  through  the  interposition  of 
Wiishington  authorities,  an  assignment  which  enabled  us  to  get 
85,()()()  tons  of  coal  from  Hampton  Roads — ^the  first  time,  as  far  as  I 
know,  that  coal  has  been  brought  from  Hampton  Roads  here  for 
local  consumption.    But  if  we  hadn't  received  that  coal  and  arranged 
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for  its  transportation  ourselves,  we  would  have  been  down  and  out. 
The  Chairman.  Why  isn't  that  a  practical  thing  to  do — ^to  bring 
!M»al  from  Hampton  Roads? 

Mr.  LiEn.  For  many  reasons.  The  facilities  for  unloading  sea- 
•ruin^  vessels  having  3,000  or  4,000  tons  are  unsatisfactory  here.  We 
<*:ir/t  p.*t  these  ships  alongside  our  docks  where  we  have  our  coal- 
tian<lling  machinery.  Take  these  ships  from  the  Hampton  Koads; 
tht-y  hud  to  be  brought  into  the  harbor  and  the  coal  transferred — • 
taken  4iut  of  the  holds  bag  by  'bag,  practically  hand  labor,  each 
l^f  [Kiuntls  of  coal  transferred  by  hand  into  the  barge  alongside  and 
f!ipn  that  barge  conveyed  to  our  coal  storage  pile  or  our  stations, 
usually  <lirertly  to  our  stations.  In  many  cases  there  isn't  depth  oi 
^.iter  alongside  of  our  bulkheads  to  permit  the  seagoing  vessels 
•  itming  right  up  to  those  docks. 

Th<»  <lepth  of  water  at  Edgewater  that  I  spoke  of  is  .only  some- 
tliing  lik<*  13  or  14  feet,  and  most  uncertain  at  that,  because  of  the 
^•^intiriue*!  silting  due  to  the  currents  in  the  river,  but  it  would  not  be 
]»ru«'ti**nble  for  us  to  receive  seagoing  vessels,  and  the  other  utilities 
-j'i»  alMjut  in  the  same  position  at  the  moment  as  regards  that. 
*^iij«iie-i  are  now  Wing  made  with  a  view  to  making  it  possible  to 
7'  *  fjiv  \e:-sels  drawing  2G  or  28  feet  of  water.  We  are  miildinf^  a 
I.*r;/t-  |)<)wer  house  now  where  there  will  be  ample  facility  for  takmg 
-.•Ttr«»ing  vesM'Is  of  six  or  eight  thousand  tons  right  up  to  the  dock. 

1  tu*  i 'ha  IBM  AN.  In  other  words,  you  propose  providing  equipment 
-- .  i  f  it  comes  you  are  ready. 

>f  r.  LiKn.  ^*>s,  sir.  C)r  if  we  should  in  the  future,  which  we  can 
V"!  i*'\L  ii?^»'  oil,  we  can  take  the  vessels  right  alongside. 

V  ,w.  we  sliouM  at  the  present  time  be  storing  coal.  We  are  now 
!  •  sr  ir  i>ra«  tir.illy  from  hand  to  mouth  and  have  very  little  oppor- 
t  iiity  for  storing.  Our  daily  requirements  now  are  4,000  tons  of 
^  ^^  J  ilay,  an<l  wo  should  be  recei\'ing,  and  we  are  receiving,  about 
•  \t.  We  sliould  be  now  receiving  5,800  tons  a  day  regularly  until 
;:if*  l.'th  of  Septemlwr  to  afford  us  sufficient  and  adequate  storage. 

T*»**  Chairman.  We  will  put  the  statement  submitted  by  Alr.Xieb 
;•   if.»»  rerord. 

^'Ihe  statement  referred  to  by  Mr.  Lieb  is  here  printed  in  full,  as 
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<'o.  and  affiliated  eleetric  companies,  Apr.  i,  lUJO-Mar.  31,  1921, 
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1  Contract. 

Gross 
tons. 

4,000 

,4i>,WSl 

*    *       N  ;  t  s:. '-A^v  to  b«  accumulated  before  Sept.  15 126, 000 

o>vw\v':i'x\1  for  storage  up  to  Sept.  15 1,800 

N    •>  «c  ><'^pt.  15 ..•• d,SOO 

^     .   \!  •,  vu  oi  v^»«u  ne-xt  winter  5,000  tons. 

i  ;>.'iik  YOU  would  be  interested  in  this  tabulation  which 

^         v\'i  i\*nvU  Inferred  to.    This  is  a  view  of  the  total  coal 

.rvo.x  ot  Jill  the  utilities,  not  merely  the  New  York  Edison 

'^     s   V^   ^v'^k  Kdison,  the  Brooklyn  Edison,  the  Interborough 

^  '  ^Vwv  v\v,  the  Brooklyn  Rapid  Transit  Co.,  the  Consoli- 


\:»\  uixiKleil  into  bituminous  coal  and  anthracite  coal,  and 
^  Wu*  daily  consumption  of  anthracite  and  bituminous, 
V.  ,^^^^'^^^  ^^  5iiuount  that  womd  be  necessary  for  storage  purposes. 
^  I  v*>  ,>vii  VvH^is  up  daily  consumption  oi  these  utilities  all  told 
»  \ •»' -ou>  \Hml,  10.086  tons,  or  3,900,000  tons  of  bituminous  coal 
^  vvv*  \  ^\^iV  i\>ns  of  anthracite  daily,  or  a  yearly  consumption  of 
?»^'  v\'  vv^r-v  to  which  should  be  added  as  necessary  the  storage  re- 
•\    V.  N   v^  t\^r  bituminous  coal,  roughly,  650,000  tons,  and  anthra- 

^    •  ^x  V  uviKMVN,  That  makes  a  total  annual  requirement  of,  how 
..  !.  .^L^i  un^  su\\  lH)th  together? 
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Mr.  LiEB.  RouirWy,  5,000,000  tons  per  year  of  bituminous  and 
anthracite  coal  for  the  utilities  for  their  regular  day-to-day  con- 
Mirnjiiion. 

At  present,  therefore,  you  see,  Senator,  we  are  in  a  very  pre- 
«  a!  ions  condition.  We  are  not  able  to  store  any  coal.  Without  buy- 
iiiiT  spot  coal,  as  we  can  pick  it  up  in  the  market  here,  or  at  the  mine, 
A\i'  \\o\\h\  he  at  the  present  time  down  and  out,  and  we  can  buy  that 
-u»t  roal  only  with  difficulty  and  only  in  small  lots.  It  is  any  old 
kin^l  of  coal.  It  isn't  coal  that  is  best  adapted  to  our  requirements. 
K:li<:icncy  is  not  even  thought  of  in  connection  with  it.  It  is  coal. 
An<l  we  often  feel  thankful  to  get  it  at  that. 

The  coal  that  we  pick  up,  some  of  it  comes  through  pools  wherein 
(»ne  piM)!  may  be  an  aggregation  of  similar,  not  exactly  the  same  coal, 
'»r  scime  other  pool,  there  being  a  number  of  them,  mto  which  coal 
i>  (hiin|)ed  at  tidewater  points,  and  from  which  coal  is  taken  and 
nn  which  credits  are  given,  so  that  one  does  not  as  a  general  thing 
n^ene  the  coal  one  size.  One  receives  coal  from  a  pool  into  whicn 
lli(-  cn;»l  that  is  sent  on  for  the  utilities  goes,  and  a  credit  is  given 
on  tlie  contents  of  that  pool. 

The  Chairman.  Mr.  Lieb.  how  much  spot  coal  have  you  been  com- 
lK*lIetl  to  buy  this  summer?    Do  3'ou  know  the  quantity? 

Mr.  Lieb,  I  am  not  able  to  give  j'^ou  that  exact  figure,  but  it  is 
t  very  large  quantity.    Only  last  week  we  were  compelled  to  go  in 
t'.f  (»f»en  market  and  buy  15,000  tons. 
Tlie  Chairman.  Would  it  reach  100,000  tons? 
Mr.  Lieb.  Oh,  my,  yes ;  and  far  beyond  that. 
The  Chairman.  For  your  company  alone? 

Mr.  LiKB.  Oh,  yes.  I  would  be  very  glad  to  furnish  you  that 
fitrure. 

Th^  Chairman.  I  would  be  very  glad  to  have  it.    And  could  you 
t^M  IIS  al>out  what  you  paid  for  it? 
ifr.  Li»3.  I  would  be  very  glad  to. 
Tlie  Chairman.  Could  you  tell  us  at  this  time,  about? 
Mr.  Lieb.  Yes;  I  can  tell  you  at  this  time  what  we  paid  for  it. 
F»»r  that  coal,  of  which  I  have  a  detailed  statement  here  that  covers, 
I  -hMhlil  Miy,  from  April  1  to  Jime  26.  roughly,  as  I  look  at  it — I 
*  iVrn't  the"  totals  here — but  in  that  time,  April  1  to  June  26,  I 
-•  H  l«l  «ay  those  totals  would  run  up  about  40,000  or  50,000  tons. 
I  Ke  pri'-e  for  that  coal  varied,  per  net  ton  at  the  mine,  from  $7.50 
V'  >P»25.  and  more  recently  than  this  tabulation,  which  is  as  of 
Jiir»«*  2t*».  some  coal  has  been  bought  at  prices  as  high  as  $12  and 
nM're  fK^r  ton  at  the  mine.    The  ordinary  term  price  for  coal,  Sen- 
ur^r.  that  is  involved  in  that  sheet  that  vou  have  before  you,  our 
mnnal  rontrarts,  runs  between  $4.25  and  ^.75  at  the  mines.    Those 
."••  til*-  im'^-ent  teim  contracts  under  which  we  are  now  operating, 
»r«J  finder  which  contracts  we  are  receiving,  as  stated,  roughly  52 
:.*r  '■rnt  of  our  coal. 

Tl  ♦•  Chairman.  Mr.  Lieb,  how  is  it  that  you  can  buy  spot  coal, 
;^ "  .»i.i#Hl  you  pay  these  extraordinary  prices,  and  can't  get  your 
'  t  nCr»^  coal  ? 

Mr.  Lieb.  Senator,  I  am  not  an  authority  on  that  subject,  and  I 
T  il '  like  to  answer  your  question  as  it  comes  within  my  knowl- 
««:;:<e  or  within  the  information  I  have  rather  than  from  definite 
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ami  specific  kn()wle(l":e.  T  would  rather  testify  as  to  direct  and 
specific  knowled<2:c.  Rut  it  is  a  fact  tliat  most  oi  the  mines  contract 
for  a  perce!itaj]:e  of  their  coal  under  fixed-term  contracts.  Some  of 
them- -possibly  a  larger  percenta«re  of  their  total  output — is  con- 
tracted for  in  annual  contracts,  others  a  lesser  proportion,  but  the 
fact  is  that  most  mines  contract  for  only  a  percentage  of  their  out- 
j)Ut  on  annual  fixed  contracts.  The  remainder  of  the  coal  is  spot 
(joal  or  free  coal,  which  thej'  sell  as  the  requirements  may  develop 
in  tlio  open  market  and  for  industries  generally. 

I)urin«r  these  times,  when  it  has  been  difficult  to  get  car  assign- 
nuMits  to  the  mines,  the  mines  have  been  receiving  from  the  railroads 
car  assignments  of,  say,  30,  40,  or  50  per  cent  ot  their  total  require- 
ments. Now,  that  'M)  or  40  per  cent  has  got  to  be  divided  between 
their  term  fixed  contracts  and  the  coal  that  they  sell  as  spot  coal 
in  the  open  market,  and  the  result  is,  you  see,  that  not  all  the  coal,  not 
all  the  cars,  that  they  receive  are  given  or  accorded  to  the  trans- 
portation of  coal  under  their'  contracts.  They  reserve  a  part  of 
their  car  supply  to  meet  their  demands  for  contracts  which  they 
nuiv  make  from  time  to  time. 

'^he  CiiAiHMAN.  Mr.  Lieb,  do  you  contract  for  your  coal  direct 
with  the  mine  owners? 

Mr.  LiF.n.  Direct  with  the  producers;  yes,  sir. 

The  Chairman.  With  the  producers? 

Mr.  LiKH.  Yes,  sir.  Their  names  are  given  in  that  sheet  and  their 
addresses,  and  all  the  details. 

'Hie  CiiAiUMAN.  And  does  your  contract  provide  for  the  delivery 
of  the  coal,  or  must  you  arrange  for  that  yourselves? 

Mr.  LiKH.  The  contract  is  delivery  f.  o.  b.  tidewater,  New  York, 
with  one  exception.  One  contract  provides  also  for  delivery  at  the 
I)lant,  but  as  a  general  thing  it  is  for  f.  o.  b.  tidewater,  and  then  the 
company  arranges  for  the  transportation  of  the  coal  from  the  tide- 
water points  to  its  plants. 

The  Chairman.  And  when  you  buy  the  spot  coal,  you  purchase 
i\u\i  from  the  mine  operators,  or  from  speculators,  or  from  coal 
dealers,  or  what  not? 

Mr.  LiKH.  I  would  not  care  to  call  them  speculators.  Senator.  We 
purchased  from  jobbers  or  commission  merchants.  In  some  cases 
yoii  will  find,  j)erhaps  indicated  there,  we  engage  a  coal-commission 
agent  to  pinrhase  and  pick  up  10.000,  15,000,  20,000  tons  at  the  best 
])rice  that  he  can  obtain  that  coal  for  under  a  commission  of  so  much 
j)er  ton  which  we  pav  him. 

The  CuAHjMAN.  Have  you  heard  it  suggested.  Mr.  Lieb,  that  coal 
is  stored  in  coal  cars  for  a  period  awaiting  possible  sale  of  it  for  an 
advanced  price? 

Mr.  liiKH.  I  have  heard  such  a  suggestion  made,  but  I  am  not  in- 
formed as  to  the  extent  of  the  practice  or  any  details.  I  don't  know. 
Senator. 

The  Chairman.  Do  you  know  whether  or  not  it  is  true  that  large 
quantities  of  coal  are  actually  stored  in  coal  cars,  or  is  in  coal  cars 
at  the  several  railroad  terminals? 

Mr.  Lieb.  I  have  heard  it  stated,  but  I  have  no  information. 

The  Chairman.  You  have  made  no  investigation  of  the  subject?' 

Mr.  Lieb.  I  have  made  no  investigation  on  that  subject,  therefore- 
I  can  not  say  positively.    I  have  heard  the  statements  made  lately 
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that  that  is  the  case,  but  I  am  not  prepared  to  state;  I  don't  know 
of  my  own  knowledge;  I  have  no  information  as  to  that.  I  have 
riever  undertaken  to  investigate  it,  and  therefore  I  only  know  as 
iitarsav. 

The  Chairman.  Do  you  know  whether  the  coal  producer  profits  by 
this  spot  arrangements  Is  the  coal  held  back  and  sold  to  speculators 
or  foiiimission  men  or  dealers? 

Mn  LiKB.  I  couldn't  say,  sir.  I  couldn't  say.  I  simply  know  that 
tor  the  spot  coal  that  can  be  obtained  from  this  market — in  other 
vi  nls,  for  which  commercial  dealings  for  the  purchase  of  coal  are 
i.j'l  in  the  market — that  there  is  a  tremendous  competition  for  the 

I  ttlf  spot  coal  that  can  be  picked  up,  so  that  you  can  not  always 
ir.'t  it.     Sometimes  you  can't  get  it  at  any  price.     Other  days  there 

•  .:iy  be  some  of  it  available,  and  there  may  be  a  number  of  bidders 
f'-r  it.  and  consequently  the  price,  as  you  can  well  imagine;  goes  up. 

i  lif  Chairman.  Have  you  ever  heard  of  any  consumer  of  coal 
ii>  iJ»;r  s|x>t  coal  from  coal  operators  who  had  contracts  with  you 
•r  •»tli<»r  people? 

.Mr.  LfEB.  I  know  of  no  such  case. 

The  Chairman.  Have  you  heard  of,  or  had  called  to  your  atten- 
:  '.!)«  the  lur^»  exportation  of  coal  to  Europe  and  other  parts  of  the 
-..rM  during  recent  months^ 

Mr    Lir.B.  Ves;  I  have  heard  statements  made  as  to  the  extent  of 

.J  tiiat  is  loa<Ied  for  export  in  this  port  and  in  Hampton  Roads. 

I  i,«-  Chaikman.  It  would  seem  from  the  figures  we  have  here  ob- 

I I  u^l  bv  tes-timonv  the  other  dav  from  Mr.  Starrow,  of  New  Eng- 
.  :j.K  tliat  the  prices  on  spot  coal  began  to  increase  almost  at  the 

'  n  **ijt  that  the  large  exportations  began? 

Mr.   Li£B.  I  am  not  in  a  position  to  give  this  information  from 

•  '•-••t  i^Tsonal  knowledge.  It  is  quite  mamiest  that  with  orders 
.r  have  lK»en  placed  by  foreign  (lovernments  for  their  urgent  re- 
.nMifUt?,  where  they  are  ready  to  pay  $10,  $15,  $20,  and  $25  a  ton 

•  r  viK\U  it  is  quite  evident  that  naturally  that  must  have,  in  an 
■  •  *n  market  for  the  coal  for  which  there  is  competition,  the  result 

•  %n  inon»ase  in  price. 

I  h»-  iHAiRMAX.  Perfectly  natural. 

\f  r.  I-iFH.  A  perfectly  natural  proposition. 

I I  •-  Chairman.  What  percentage  of  the  total  use  of  coal  at  New 
'i    'k   f«»r  the  utilities  would  you  consider  was  spot  coal  purchased 

•  *  ^     In  other  words,  what  percentage  of  the  coal  you  are  receiving 

/ith^T  utilities  are  receiving,  is  spot  coal  to-day. 

»Ir.  F-^rni.  Senator,  I  can  answer  that  perhaps  a  little  better  if  you 

-r       i-*rnjit  me — in  the  last  three  weeks  there  have  been  two  or  three 

♦-r-  i^<ue<l  by  the  Interstate  Commerce  Commission,  the  first  was 

f.rl^T  No.  f  I  lielieve  for  the  assisrnment  of  all  open-top  equip- 

•  t    f»\«'lus=ively  to  the  transportation  of  coal,  taking  open-top 

T-rn-nt  that  had  previously  l)een  used  for  the  transportation  of 

.\^^j  materials,  sand,  gravel,  cement,  etc.,  away  and  assigning 

•  -    1  iKiv«»lv  to  the  transportation  of  coal.     Now  that  has  had  the 

•  t  ff  makintr  available  a  larger  per  centage  undoubtedly  of  cars 
-  -"-.il  nirr>'inir.    We  have  had  the  orders  of  the  Interstate  Com- 

•  fr^  i  VrnimisPion  eiving  coal  for  public  utilities  the  preference  in 
!«nunent  for  day  to  day  use,  but  not  for  storage,  so  that  to-day 
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H  utilitv  in  this  dii^trict  can  make  application  for  car  supply,  to  have 
cais  ilolivoivil  to  the  mines,  based  on  their  contracts  to  the  extent  of 
their  full  ilav  to  day  ivijuirements,  subject  to  verification  and  so  forth 
and  M>  oi\,  but  none  of  that  coal  can  be  used  for  storage. 

'i'hoso  two  noNv  elements  within  the  last  two  or  three  weeks,  have 
hardly  hail  time  to  bei'ome  fully  operative,  but  undoubtedly  some  of 
them  aiv  to  day  operative  to  a  certain  extent.  The  full  effect  has 
Uv»(  vet  Ikhmx  had.  But  1  should  say  that  it  would  be  quite  a  safe 
.statement  to  make,  that  on  the  average  the  utilities  of  this  district 
have  l)een  buyin*::  from  perhaps  25  to  30  per  cent  or  35  per  cent  of 
their  eoal  as  spot  coal,  where  they  have  been  able  to  pick  it  up. 

Tlie  CiiAiUMAN.  The  other  day  Mr.  Starrow,  the  Massachusetts 
eoal  administrator,  stated  here  that  in  his  judgment  about  $312,000,000 
woulil  l)e  nuule  this  year  out  of  this  so-called  spot  coal  by  those  who 
hail  taken' advantage  of  it.  He  made  the  claim  for  that  largely  upon 
onr  exetvssive  eximrts. 

Mr.  i-<»Kii,  A\*ell,  Senator,  I  am  not  competent  to  give  what  I  would 
auisider  authentic  testimony  as  to  just  that.  I  assume  your  com- 
mittee has  sources  of  information  to  get  those  figures  in  rather  defi- 
nite shape. 

The  (  iiAiUMAN,  He  estimated  that  about  20  per  cent  of  the  coal 
now  l>einy  eonsiimed  was  of  the  spot  coal  character,  and  you  have 
estimateil  pretty  nearly  the  same.     You  said  20  or  25  per  cent. 

ftlr.  LiKU.  In  a  general  way. 

'i'he  CuAiUMAN.  If  that  is  so,  if  your  figures  are  correct,  then  it 
is  untloiibtedlv  true  tliat  through  some  means  or  other,  whether 
that  eoal  is  being  sold  to  speculators  or  whether  it  is  because  of  the 
e\iH)rt  of  eoal,  the  people  of  this  country  are  being  forced  to  pay 
$«'U*J,0tK),(HH)  a  year  more  for  coal. 

Mr,  LiKH,  1  hope  you  appreciate.  Senator,  the  difficulties  that  the 
utilities  are  under  in  that  respect.  We  have  limitations  as  to  price. 
^V(^  have  obligatit)ns  to  render  service.  We  can  not  under  our 
franchise  and  under  our  charters  render  service  and  charge  for  it  as 
we  nniv,  but  we  must  furnish  the  service  and  our  rates  are  fixed  by 
sehednle,  in  some  eases,  as  you  know,  by  franchise,  and  therefore  we 
luive  limitations  as  to  really  what  we  can  pay  because  we  can  not 
unload  it  on  to  the  price  of  the  commodity. 

rhe  CiiAiKMAN.  You  can  not  pass  it  on? 

Mr.  LiKu.  No.  Therefore,  when  we  come  to  compete  with  a  free 
inihistry  like  the  automobile  manufacturer,  or  any  other  of  the 
peneral  industries  that  are  able  to  pay  that  extra  cost  of  coal  and  put 
it  on  the  price  of  their  commodity,  it  is  a  very  difficult  thing  for 
public  utilities  to  enter  into  active  competition  for  the  little  spot 
coal  there  is  available. 

1  believe,  Senator,  you  have  asked  me  to  furnish  you  with  data 
as  to  iust  the  amount  of  spot  coal  that  we  have  bought  within  recent 
times? 

The  Chairman.  Yes. 

Mr.  LiEB.  Wouldyou  like  that  within  days,  months,  or  a  year? 
The  Chairman.  Por  this  year. 

Mr.  LiEB.  Very  well,  I  would  be  very  glad  to  furnish  that.  Of 
course,  these  utilities  are  all  tied  in  togetner,  I  would  like  to  present 
to  you  a  picture  of  the  situation  in  New  York.    Each  utility  generat- 
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iiiL^  electric  light  and  power,  and  the  street  railway  systems,  and  the 
>(iliway  system,  the  Interborough  system,  are  all  tied  in  together. 
\\'e  can  interchange  current  together.  Each  company  has  as  many  as 
i>\o  or  three  ties  witli  other  systems,  so  that  everything  practically 
Ins  l)een  done  to  avoid  a  disaster  by  helping  out  mutually  with 
f:n  ilities.  We  have  also  here  shipped  coal  from  one  place  to  another. 
r;i:lit  in  New  York  Harbor  to  keep  a  utility  going.  Our  friends  oi 
iliH  Brooklyn  Rapid  Transit  had,  I  believe,  a  day  and  a  half  sup- 
pis.  They  were  ready  to  go  down  and  out  and  we  actually  took 
'•'»al  out  of  our  storage  pile,  put  it  back  into  the  lighters,  and  sent 
:t  over  to  Brooklyn  to  keep  them  from  going  out  of  business. 

I  simply  state  that  as  showing  the  kind  of  cooperation.  And  I 
want  to  say,  Senator,  that  the  utilities,  and  this  comes  from  my 
Mimate  knowledge,  have  had  splendid  cooperation  on  the  part  of  the 
njilway  pe«)ple.    The  railway  people  in  their  relations  with  us  have 

lie  everA'tliing  they  could  within  the  laws  and  orders  of  the  Inter- 
file C^ommerce  Commission  to  help  us.    So  also  have  we  had  every 

•  r  of  cooperation  from  the  public  authorities  and  from  the  Public 
N  rvice  Commission.  So  we  have  no  complaint  to  make  as  to  their 
*i*'<m  to  help,  but  notwithstanding  this,  we  are  in  the  condition 
f  it  I  have  tried  to  portray. 

The  Chair3ian.  Mr.  Lieb,  when  do  you  make  your  contracts  for 
"Nil  for  the  succeeding  year? 

Mr.  Lieu.  The  coal  year  is  April  1  to  March  31. 

The  CiiAiRMAX.  Those  are  the  dates  when  contracts  are  made,  for 
~'ji^*h  contracts  are  made? 

Mr.  LiER.  Yes;  that  is  the  usual  commercial  practice,  in  the  trade, 
^ '  rnake  the  coal  contracts  for  that  period. 

The  Chairman.  What  is  vour  proposal  as  a  remedy  for  this 
.^':*uUv? 

Mr.  LiKR,  Senator,  the  utilities  of  the  country  have  endeavored 
'•*  avoid  what  would  seem  to  them  to  be  a  public  calamity,  and  as 
•«r  as  they  had  a  definite  recommendation  to  make  it  was  made  at 

•  rf**'*»rit  hearings  of  the  Interstate  Commerce  Commission,  and  I 
.  ilii-  hoiKir  to  present  it  then  to  Chairman  Clark,  that  the  only 

that  he  saw  after  the  first  order  No.  7  had  been  given  for  as- 
.- 1  !Kit  of  open-on r  equipment  exclusively  to  coal,  we  felt  sure 

•  tf  :it   was  not  .sufficient,  and  we  then  said  the  only  hope  that 

•  »ull  Mv  for  liavinir  the  utilities,  gas  and  electric  light  and  street 
'  sy  rornjmnies  not  go  down  and  out  was  for  preferential  car 
jrr.»  Tit  :it  the  mines  for  public  utilities,  and  that  received  expres- 

'•    r.  tfile  last  order  No.  10.     So  that  unless  something  happens 

*•*•  ri.lro.'ids  of  a  disastrous  character  as  far  as  car  assignment 

'  >nH-  1.  and  unless  some  other  intervening  priority  takes  place, 

-  *!J^••  rb<»  assurance  that  for  our  current  day  to  day  require- 

•  *-,  a  *»-nTMient  car  assignment  for  the  utilities'  use  would  be  given 
*  '  ^  min**«f. 

^   T.   wp   are  a   little   concerned   because   of  this   order   No.    10 

■  .•^  Nr^rthwe^t.    Wo  are  not  certain  yet  whether  that  car  assign- 

'  f'»r  the  Northwest  is  not  anticipatory,  and  does  not  give  pri- 

•*i«'r  t'l^*  utility  priority.    We  have  reason  to  think  that  it  does. 

'  "Kv  p  'II  \ye  hack  into  serious  difficulties  again.    We  don't  know, 

'r.    W#»  haven't  anv  word  vet  as  to  whether  the  later  order  for 


78  KECi^XSTRUCTION  AND  PRODUCTION, 

shi'uiK'iU  to  the  Northwest  of  coal,  to  anticipate  closing  of  lake  ports, 
wlu'iher  that  affects  the  priority  assignment  to  utilities  or  not. 

i\>mnus8ioner  Hakrktt.  Senator,  may  I  ask  a  question? 

The  I'uAiRMAX.  You  niay. 

Couuuissioner  Barrett.  This  order  No.  10  is  not  going  to  help  the 
utilities^  in  «^*ttin*:  storage  coal  for  the  winter,  is  it? 

Mr,  KiEH.  Oh,  no. 

rho  CiiAiRMAN.  Just  day  to  day? 

Mr,  hu:ii.  In  fact,  there  is  no  order  now.  There  is  nothing  that 
o'lNos  us  a  sutlicient  amount  of  coal  to  store  except  again  to  go  and 
piok  up  spot  coal  over  and  above  what  we  can  get  now  for  our  car 
Mii>ol\  assignments  for  the  day-to-day  needs.  We  are  simply  be- 
holdou  to  what  we  may  be  able  to  pick  up. 

The  CiiAiiJMAN.  It  would  seem  to  me  your  best  hope  for  relief, 
IHM'nuuient  relief,  is  an  arrangement  by  which  you  can  get  some 
<H»ul  from  Newport  News.  If  we  can  establish  some  facilities  in  New 
\  ovk  lo  hamlle  the  coal  here  better  and  more  expeditiously  and  in 
a  luMlor  way,  that  ought  to  be  a  way  out  of  it. 

Mr.  LiKH.  Perhaps,  Senator,  you  may  be  interested  just  as  a  mat- 
ter of  inft>rmation,  not  as  establishing  the  price,  but  to  show  you 
what  tlire  straits  we  were  in  and  what  we  were  able  to  pay,  the  coal 
we  got,  the  Ji.") ,()()()  tons  of  coal  we  got  from  Newport  News,  cost  us 
SPJ.iO  a  ton  by  the  time  it  came  to  our  plants,  but  that  was  not 
normal.  That  was  due  to  the  extensive  difficulty  of  getting  bottoms 
from  NiMVj)ort  News.  That  was  due  to  the  difficulty  of  loading  and 
unloading  with  improper  and  inadequate  facilities. 

Mr.  AliM.Ku.  Mr.  Licb,  just  in  order  to  get  a  picture  in  a  rough 
proportion,  so  that  any  one  can  understand  what  this  competition 
for  the  foreign  coal  is  costing  the  public  utilities  of  New  York,  you 
have  testifieil  that  they  have  been  using  about  5,000,000  tons  a  year? 

Mr.  LiKH.  Yes. 

Mr.  Mu.LKR.  And  that  you  are  paying  from  $7.50  to  $10.25  and 
$l:i  per  ton,  so  that  would  average,  roughly.  $10  a  ton — just  rough 
lignres.  And  that  it  ordinarily  cost  you  $4.25  to  $4.75  a  ton.  So 
there  is  a  difference 

Mr.  LiKH.  Excuse  me.  The  present  prices  that  I  have  testified  to — 
$4.*J5  to  $4.75 — our  current  requirements  that  you  have,  that  price  is 

at  the  mines. 

Mr.  Mu.LKK.  Yes;  I  am  speaking  of  the  mine  prices, 

Mr.  LiKB.  The  mine  price. 

Mr.  ^h^LER.  So  that  there  is,  roughly,  a  difference  of  about  $5  a 
ton  that  it  is  costing  in  excess  now  ? 

Mr.  LiEB.  I  should  say  so.  I  should  say  that  the  average  price  of 
spot  coal  had  probably  been  in  the  neighborhood  of  $10  a  ton,  the 
average  price,  so  that  your  figure,  I  think,  is  about  an  average  one; 
yes,  sir, 

Mr.  Miller.  Because  of  the  inconvenience  of  unloading  in  bags 
and  all  the  other  costs,  it  is  costing  the  utilities  of  this  city  at  least 
$5  a  ton  extra  ? 

Mr.  LiEB.  I  think  so ;  yes,  sir ;  for  spot  coal. 

Mr.  MiLiJRR.  The  consumption  is  around  5,000,000  tons  a  year,  and 
that  would  be  $25,000,000  extra. 

Mr.  LiEB.  It  would  be  a  very  large  amount,  undoubtedly. 
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Mr.  Miller.  You  say  that  about  33  per  cent  of  your  recjjuirements 
are  spot  coal  now,  so  that  you  are  now  paying  about  one-third  of  that 
5i2o,(XX),000,  or  $8,000,000,  extra  for  your  coal? 

Mr.  Li£B.  That  would  appear  to  be  so,  arithmetically;  yes. 

Mr.  Miller.  Then,  what  proportion  is  this  5,000,000  tons  of  coal 
u><m1  by  the  utilities  of  the  city  to  the  rest  of  the  coal  used  by  every- 
IkxIv  else?    Is  it  half? 

Mr.  LiEB.  I  should  say,  Mr.  Miller,  that  the  bituminous  consump^ 
tion  must  be  very  much  more  than  half.  I  have  a  figure  in  mind, 
but  I  should  not  like  to  hazard  it.    I  can  get  that  for  you. 

Mr.  Miller.  Roughly? 

Mr.  LiEB.  I  shoula  think  that  the  bituminous  consumption  that  has 
k-^n  given  here  of,  roughly,  4,000,000,  that  1,000,000  of  that  is  anthra- 

•  ite:  that  of  that  4,(X)0,000  tons  that  that  was  perhaps  two-thirds. 

Mr.  M1L1.KR.  Yes. 

Mr.  LiEB.  That  is  my  rough  understanding.  But  the  anthracite! 
liiat  we  consume  is  only  a  small  fraction,  relatively,  of  the  anthracite 
that  comes  to  this  port. 

.Mr.  Miller,  So  jn  the  neighborhood  of  seven  or  eight  million  dol- 
lars per  year  is  the  extra  expense  to  the  utilities  of  the  present  situa- 
tion} 

Mr.  LiEB.  Yes. 

Mr.  Miller.  And  a  third  more,  we  will  say,  for  the  citizens,  so 
t'.jt  it  c^omes  to  a  figure  of  about  $10,000,000  a  year  more  for  the 
'  itiz4*ns  of  New  York  and  vicinity. 

Mr.  LiKB.  That  would  seem  to  follow  from  your  figures. 

'  •»inmissioner  B.\rrett.  I  was  advised  that  in  1913  there  was  a 
•.r\iy  made  of  the  coal  used  in  the  city,  and,  taking  anthracite  and 

turninous.  it  was  about  20,000,000  tons. 

Mr.  ^ItLLER.  ^i(),000.00(),  then,  might  be  a  very  conservative  esti- 

Have  3'ou  luul  advice  from  your  counsel  as  to  whether  it  was  legal 
*'  r  the  mines  to  sell  coal  for  spot  delivery  that  they  already  had 

t.traried  for? 

Mr.  Iakb.  We  have  not  placed  that  in  the  hands  of  counsel.     I 

'♦•rstaiul  that  that  question  has  been  raised,  but  I  believe  it  has 

••fi  lofikeci  upon  as  an  ethical  question  rather  than  a  legal  one. 

^Ir.  MiiXER.  The  order  No.  7  has  been  in  effect  about  six  weeks. 
'f  u«.s  renewed  on  the  8th  of  July,  I  believe,  for  another  month. 

•  '^  it  must  be  in  operation  about  six  weeks.     We  have  received 
-  ^n.<»ny  here  that  Order  No.  7  has  been  comparatively  ineffective; 

'.  a*^  I  pather  from  your  testimony,  the  conditions  have  been 
/  illy  relieved. 
Mr  L11.B.  In  my  judgment.  Order  No.  7  gave  some  relief,  very 

•  i»-;nate.    Order  >o.  9  will,  of  course,  give  relief,  and  we  know 
.jy  of  assignments  of  100  per  cent  to  this  and  that  place  that 

.•-  ilr^ady  been  made  under  Order  No.  9,  so  that  we  have  reason 
•»'.fie  that  just  as  soon  as — in  another  few  days,  as  soon  as 
-f  No.  J>  becomes  effective,  giving  assignment  of  100  per  cent 
»  T  dar-lo-flay  requirements,  at  least  that  much  will  be  coming 
' :  r.'»t  f««r  storage,  however,  as  has  been  indicated. 

Mr.  5I1TXCK.  You  have  not  any  doubt  as  to  the  legality  of  that 
^iwni  order  f     You  are  familiar  with  that  case  that  has  just 

•  ,  .5*ri«lefl  in  Kentucky? 

»LV~ai— roLl 
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Mr.  LiEB.  Well,  I  am  not  a  lawyer.  I  have  read  the  new  railroad 
law.  The  Esch-Cummins  bill,  in  my  opinion,  gives  adequate  author- 
ity to  the  railroads  to  take  coal  and  to  give  a  car  assignment  for  their 
full  requirements  as  they  might  need  it,  and  I  express  the  opinion, 
without  legal  authority  behind  it  at  all,  that  there  is  enough  author- 
ity in  the  Esch-Cummins  bill  to  give  them  authority  for  the  assign- 
ment of  coal  for  public  utilities. 

Mr.  Miller.  Is  there  anything  else  you  would  like  to  put  in  the 
record,  Mr.  Lieb? 

Mr.  LiEB.  Nothing  except  to  supply  this  data  that  the  chairman 
asked  for. 

Mr.  Miller.  Will  you  be  kind  enough  to  run  over  the  record 
later  and  edit  it? 

Mr.  Lieb.  I  will  be  glad  to. 

Mr.  Miller.  Mr.  Bush,  in  Senator  Calder's  absence  perhaps  a  little 
time  may  be  saved  by  your  starting  in.  You  have  in  mind  exactly 
what  you  would  like  to  put  on  the  record.  Without  formalities,  will 
you  cover  the  points  tliat  have  not  been  covered  or  those  which  you 
think  should  be  emphasized? 

STATEMENT  OF  MK.  EOBEET  W.  BUSH,  ENGINEEE  FOE  THE 
BEOOKLYN  UNION  GAS  CO.,  BEOOKLYN,  N.  Y. 

Mr.  Bush.  The  Brooklyn  I'^nion  Gas  Co.  is  a  public  utility  which, 
with  its  subsidiary  companies,  furnishes  gas  to  more  than  half  a 
million  meters  and  to  approximately  2,000,t)00  people  in  the  boroughs 
of  Brooklyn  and  Queens. 

We  have  a  different  situation  regarding  coal  from  what  has  been 
outlined  by  Dr.  Lieb.  The  Brooklyn  I'^nion  Gas  Co.  manufactures 
carburetted  water  gas  only,  and  it  is  dependent  almost  entirely  on 
anthracite  coal  for  making  gas.  Its  requirements  for  this  purpose 
for  the  coal  year  ending  March  31,  1921,  are  400,000  gross  tons  of 
anthracite  coal.  Of  this  amount  we  received  in  the  first  three  months 
of  the  coal  year,  June  30,  only  43,000  tons  of  anthracite  coal,  during 
which  time  we  used  approximately  79,000  tons  of  broken  coal,  which 
shows  a  loss  of  36,000  tons  in  the  three-month  period.  We  should 
have  received  in  this  period  at  least  100,000  tons  of  anthracite  broken 
coal  instead  of  only  43,000  tons.  Now  our  stock  of  broken  coal  on 
hand  has  been  reduced  to  about  40  per  cent  of  the  normal  quantity 
which  it  has  been  our  custom  to  maintain. 

Sincie  the  1st  of  Januarv,  1920,  our  stock  of  coal  has  decreased 
about  50,000  tons.  As  a  result  of  the  shortage  in  deliveries  by  the 
coal  companies  we  have  been  obliged  to  transfer  coal  by  boats  from 
one  works  to  another,  and  even  to  truck  the  coal  through  the  streets 
of  Brooklyn  in  order  to  keep  our  works  going. 

At  this  period  of  the  year  our  output  ot  gas  is  at  the  minimum,  and 
as  cold  weather  approaches  the  situation  will  be  greatly  aggravated ; 
60  per  cent  of  our  coal  requirements  are  for  the  six  months  October 
to  March,  inclusive — that  is,  during  the  winter  months — and  if  we 
continue  to  receive  only  as  much  coal  as  we  are  getting  to-day  we  will 
be  unable  to  continue  operating. 

We  had  contracts  for  392,000  tons  of  anthracite  broken  coal  for 
delivery  during  the  coal  year  ending  March  31,  1920,  of  which  we 
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received  only  335,000  tons.  That  is,  out  of  the  392,000  tons  we  only 
got  during  the  coal  year  335,000  tons. 

The  demands  of  our  customers  for  gas  have  been  constantly  in- 
creasing, and  the  first  six  months  of  1920,  over  the  corresponding 
P*riud  for  1919,  shows  an  increase  of  23  per  cent.  The  increase  in 
ebruai'v,  1920,  over  February,  1919,  was  more  than  30  per  cent. 

The  gas  companies  are  now  living  from  hand  to  mouth  so  far  as 
coal  >upply  is  concerned,  and  they  are  facing  a  most  critical  situa- 
tion which,  if  it  is  not  remedied  at  once,  will  result  in  interruption 
of  the  service  and  endanger  the  necessary  supply  of  gas. 

Mr.  Miller,  llow  lonr'  a  supply  of  coal  have  you  on  hand  now? 

Mr.  Bi'sn.  Basing  it  on  tlie  annual  requirements  of  400,000  tons, 
we  have  about  50.(K)0  tons  of  coal  on  hand. 

Mr.  Miller.  Kow  many  days  will  that  last? 

Mr.  BrsH.  That  would  last  somewhat  less  than  two  months. 

Mr.  iliLLER.  You  may  proceed. 

Mr.  Brsn.  The  situation  is  so  acute  that  immediate  steps  must 
U»  takrn  to  not  only  insure  the  Brooklyn  Union  Gas  Co.  receiving 
it"-  monthly  re<juin»meTits  of  coal  for  use,  but  also  to  enable  the  com- 
juny  to  receive  sufticient  reserve  to  tide  it  over  the  winter  months 
uhfH  >lupments  are  liable  to  all  kinrls  of  interruptions.  Already 
Mna!l  <rJis  companies  have  been  reducetl  to  only  a  very  few  days' 
'-'ipnly.  1  know  of  one  company  not  far  from  New  York  City  that 
h:i.l  U*-s  than  one  day's  supply  very  recently. 

I  nijiy  say  in  conclusion  tliat  our  receipts  of  broken  coal,  unless 

they  are  increased  Aery  much  in  the  very  near  future,  that  we  will 

♦  rtainly  l)e  unable  to  meet  the  requirements  of  our  consumers  for 

Mr.  Miller.  Have  you  any  rough  figures  in  mind  as  to  how  much 
v.n.r  t«»tnl  coal  bill  per  year  has  been  increased,  even  though  it  is 
mrlinicite  coal,  in  symjiathy  with  this  extrn ordinary  foreign  de- 
ii:  .Ft. I  for  bituminous  coal  and  the  railroad  shortage? 

Mr.  Ih'SH.  I  miirbt  say  that  so  far  as  export  goes  that  of  course 
tf..  f»»  i^  not  a  very  large  export  business  in  anthracite  coal. 

>fr.  M!Mj:n.  No;  it  would  onl}'  move  in  sympathy  with  the  bltiim- 
•*..>  .-onl.     Anthracite  is  being  used  here  because  they  can  not  get 

r  I  n.,  I  "Ml  IS- 

Mr.  Bt'^u.  Yes. 

Mr.  M1LI.LR.  How  much  has  been  the  i)ercentage  of  increase  in 
••  -t  l#»-'au<e  of  that  i 

Mr.  lir^ii.  At  the  beginning  of  the  coal  year  in  1019 — that  is, 
\:  '.1  1 — we  paid  approximately  $S,30.     This  year  we  are  paying  at 

•  '  pr»>»-nt  time  npproximatelv  $10. 

Mr,  MiLLKB.  5?1.:*0  on  4no,()O0  tons  would  be  $000,000  that  it  is 
'•'-•  r.i:  yotir  companv  per  year? 

Mr.  lit  ^it.  Yes.     'fhat  is  very  expensive. 

\Ir.  Miixnt.  Senator  Calder,  we  took  the  liberty  of  going  ahead, 

•  •    •*  .r.:r  that  you  wanted  to  get  through. 

]  r.#-  i  II  \tRM.\x.  I  thank  vou. 

\[r.  Bt  *ir.  .Senator,  I  wisli  to  bring  out  the  difference  between  tlie 
.'  '  -.L.yn  Tnion  (ias  Co.  and  the  com|)anies  who  are  using  practi- 
'  .  *;  all  *-t>ft  coal.  The  Brooklyn  tfnion  (ins  Co.  uses  a  small 
-•     iut   of  sijft  coal  for  steam  purposes,  but  it  is  not  very  large. 
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Our  main  use  is  anthracite  broken  coal,  which  we  have,  as  I  have 
tried  to  explain,  the  greatest  difficulty  in  getting. 

The  Chairman.  You  have  this  same  spot-coal  situation  that  the 
soft-coal  people  have? 

Mr.  Bush.  No,  Senator ;  the  condition  is  different  in  the  anthracite 
trade.  There  is  difficulty  in  obtaining  the  anthracite  coal  from  the 
companies  who  have  always  supplied  us.  I  have  been  informed  that 
there  is  difficulty  at  the  terminals  in  switching  the  coal,  difficulty  in 
loading  boats,  difficulty  in  getting  the  coal  down  here,  and  for  many 
reasons  the  supply  of  broken  coal  has  been  very  largely  reduced,  and 
we  are  facing  a  very  critical  situation  to-day. 

The  Chairman.  You  have  a  very  small  surplus  of  coal  in  your 
yards  to-day  ? 

Mr.  Bush.  We  have,  sir,  compared  to  what  we  should  have  in  our 
normal  stock. 

The  Chairman.  And  less  than  you  have  ever  had  before  ? 

Mr.  Bush.  Yes,  sir ;  the  lowest  point  that  we  have  ever  dropped  to 
in  our  stock  has  been  within  the  last  month. 

The  Chairman.  And  what  are  the  prospects? 

Mr.  Bush.  We  ai*e  told  by  the  coal  companies  that  they  are  doing 
their  very  best  to  supply  us  and  keep  us  going,  but  they  are  having 
these  various  difficulties,  and  for  that  reason  they  can  not  get  the 
coal  to  send  to  us. 

The  Chairman.  You  contract  with  the  coal  miner,  do  you? 

Mr.  Bush.  We  contract  with  the  coal  sales  companies  of  the  rail- 
roads very  largely.  We  buy  coal  anywhere  we  can  get  it  of  that 
particular  size,T}ut  we  can  not  find  the  broken  coal.  It  is  not  offered 
to  us ;  we  are  unable  to  get  it. 

The  Chairman.  What  is  the  reason  for  the  shortage,  lack  of  trans- 
portation facilities? 

Mr.  Bush.  That  has  been  said  to  be  one  reason  which  also  is  said  to 
bring  about  the  shortage  in  working  time  at  the  mines,  and  it  has  been 
said  also  that  the  railroads  have  been  obliged  to  take  the  coal  for 
their  own  use  in  place  of  bituminous  coal.  Whatever  the  cause  is, 
we  are  not  able  to  get  the  coal,  and  it  will  be  a  most  serious  situation 
in  Brooklyn  if  we  can  not  continue  to  get  coal  this  winter.  Of 
course,  Senator,  as  you  are  aware,  if  a  gas  company  has  to  shut 
the  gas  off  of  a  city  or  a  town,  it  is  a  most  serious  proposition.  You 
can  not  simply  turn  a  valve  and  shut  the  gas  off,  and  then  when  you 
accumulate  a  little  coal  turn  it  on  again.  It  is  necessary  to  go 
through  the  entire  city,  go  to  every  meter,  see  that  the  meter  is  shut 
off,  and  that  takes  time,  and  it  is  a  very  poor  thing  to  have  happen. 

The  Chairman.  It  is  almost  an  impossible  task. 

Mr.  Bush.  It  is  so,  sir. 

The  Chairman.  You  receive  your  coal  from  the  anthracite  regions 
of  Pennsylvania? 

Mr.  Bush.  Yes,  sir. 

The  Chairman.  It  comes  bv  rail? 

Mr.  Bush.  It  comes  by  rail  to  tidewater,  and  then  it  is  delivered 
by  boat  alongside  our  works. 

The  Chairman.  Mr.  Miller,  have  you  anything  further? 

Mr.  Miller.  No  ;  that  is  all. 

The  Chairman.  I  thank  you  very  much. 
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Mr.  AfiLLER.  Senator  Calder,  the  committee  has  received  a  letter 
from  the  treasurer  of  the  Diamond  Mills  Paper  Co.,  as  to  prices 
which  he  paid.  With  your  permission  I  would  like  to  have  this  put 
in  the  record. 

The  Chairman.  It  will  be  copied  in  the  record. 

(The  letter  referred  to  by  Mr.  Miller  is  here  printed  in  full,  as 
follows :) 

July  23,  1920. 

At  the  reciuest  of  the  Merchants'  Association,  of  this  city,  Mr.  E.  Van  Boorhls, 
trt-asurer  of  the  Diamond  Mills  Paper  Cx).,  at  44  Murray  Street,  New  York  City, 
and  with  one  of  their  operating  mills  located  at  Saugerties,  N.  Y.,  gives  the 
foHowing  information  in  reference  to  the  open-market  price  on  bituminous  coai: 
i  mr  contract  for  this  grade  of  coal  executed  May  11,  1920,  and  calling  for 
ilt^livery  during  the  year  was  made  on  the  basis  price  of  $8.22  per  ton,  delivered 
alongside  the  dock  at  our  mills,  located  at  Saugerties,  N.  Y.  Owing  to  the  failure 
ori  t!ie  part  of  our  contractors  to  place  coal  at  a  period  required  by  us  the  situ- 
ati«»u  t>fcame  so  acute  that  unless  coal  was  delivered  at  our  plant  by  Tuesday 
or  W'wlne^day  of  this  week  we  wduld  have  been  compelled  to  shut  down. 

It   was  impossible  to  secure  anything  from  our  contractors,  and  we  were 

c4>Iired  to  buy  a  cargo  on  the  oiien  market,  paying  $17.30  per  ton,  and  to  this 

mu^  to  be  added  the  towing  charges  which  have  not  been  presented  to  us  as  yet. 

This  cjirgo  was  presented  from  McCann-Camp  Co.  (Inc.),  143  Liberty  Street, 

N«'W  Vurk  City,  after  receiving  a  notice  from  them  that  they  had  three  cargoes 

Ktf  o»fil  to  offer  for  imm-ediate  delivery.     Our  contract  for  coal  on  the  basis  of 

f*.i::J  ij«  with  the  Clearfield  County  Coal  Co.,  of  24  State  Street,  New  York  City. 

This  iiifurmatlon  is  furnished  because  of  our  belief  that  there  should  not  be 

su'-h  a  great  discrepancy  between  the  contract  price  and  the  open  market  price 

^«*r  this  necessary  commodity. 

The  Chaibman.  Are  thei;e  any  other  witnesses? 

Mr.  Mnj.ER,  There  are  no  other  witnesses. 

The  Chairman.  The  hearing  will  stand  adjourned.  There  wiU  be 
2M>  meeting  of  the  committee  next  week,  gentlemen. 

(Whereupon  tiie  committee  adjoumea  to  meet  at  the  call  of  the 
/J-^mirman.) 
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TUESDAY,  ATJOTJST   10,  1920. 

United  States  Senate, 
Select  Com^iittee  on  Eeconstruction  and  Production, 

New  York  CUy,  N.  Y. 

The  committee  met,  pursuant  to  call,  at  3  o'clock  p.  m.,  in  room 
11<»I,  En<rineering  Societies  Building,  Senator  William  M.  Calder 
presiding. 

Present :  Senator  Calder  (chairman) ;  also  Mr.  Franklin  T.  Miller, 
assistant  to  the  committee. 

The  Chairman.  This  committee  has  been  in  receipt  of  complaints 
f  n^m  producers  and  users  of  building  materials  that  the  industry  has 
fn-eTi  checked  by  lack  of  transportation  and  that  not  only  the  building 
imlustry  but  the  transportation  industry  seemed  to  be  pivoting  about 
t;iP  roal  shortage,  the  earlier  hearings  of  the  committee  having  been 
•  jf-v^^ted  to  an  inquiry  into  transportation  and  coal. 

In<|uir\-  along  this  line  is  to  continue  during  the  latter  part  of 
t^us  week  and  the  committee  expects  to  receive  some  valuable  in- 
f«»rnialion  from  Mr.  Daniel  Willard,  chairman  of  the  advisory  com- 
Ti.iit****  on  the  Asscoiation  of  Railway  Executives,  as  well  as  from 
Mr.  Clyde  B.  Aitehison,  of  the  Interstate  Commerce  Commission. 

liurinir  the  present  week  the  committee  will  also  hear  from  Mr. 
f  nuj  Kahn  regarding  the  transportation  and  financial  phases  of 
r»-»"Mnst  met  ion. 

l/^-tiay,  however,  the  committee  would  like  to  receive  a  brief  pic- 
•  rv  <>{  the  flrtual  situation  in  Greater  New  York,  with  suggestions 
t^  -m  the  witnessc's  as  to  the  necessity  and  feasibility  of  Federal 
,  f  ..»n  neivfvsary  to  bring  about  cooperation  between  those  who  en- 
^  ;;^f  in  transportation  and  finance,  with  the  artisans,  contractors, 
1-    .  Uisnufarturers  of  the  building  industry. 

H*-i>-tofort\  Xew  York  has  led  all  great  cities  of  the  world  in  the 
•^5  1.  try  of  its  liousing  conditions. 

A*  ••nrly  as  May  17,  1917, 1  took  occasion  to  point  out  in  the  United 
-^^  •♦•  •  S»*f;ate  the  danjror  of  a  housing  shortage.     To-day  it  is  said 
,.-».  ••  a  shortage  of  houses. 
li*»*A   irr^-nt  is  this  sliortage  at  present? 
J-   if  U-4-tfTiiing  greater^ 

\  f  ••  iTv  4»tT*Nis  noticeable  upon  the  social  welfare  of  the  citizens? 
Ar»-   if*  elT»*rts  noticeable  upon  the  cost  of  living  and  productive- 
'  ^.   -.f  th«*  industries? 

'\\\  uf  an»  the  names  of  the  committees  that  have  been  studying 

'    i.-iii^  situation? 
'V  :.  •!  IS  tli«»  nature  of  the  work  which  they  have  been  doing? 
WMt    *f)^rifir  recommendations  have  they  arrived  at  regarding 
.  <i«..j»,rtation,  finance,  labor,  and  improvements  in  methods? 

85 
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I  make  that  statement,  gentlemen^  to  show  you  just  what  the  com- 
mittee has  in  mind  in  connection  with  this  inquiry  into  this  subject. 

To-day  we  will  have  before  us  Mr.  Stabler^  ot  the  Metropolitan 
Life  Insurance  Co. ;  Mr.  Rudolph  Miller,  superintendent  of  buildings 
of  the  Borough  of  Manhattan ;  and  Mr.  Frank  Mann,  commissioner 
of  tenements  of  this  city.  He  is  also,  as  I  understand  it,  chairman 
of  the  mayor's  committee  on  housing. 

Mr.  Stabler  is  the  representative  of  the  Metropolitan  Life  Insur- 
ance Co.,  which  I  think  is  the  biggest  lender  on  real  estate  mortgages, 
or  one  of  the  largest  of  such  institutions  in  the  country.  Proceed, 
Mr.  Stabler. 

« 

STATEUENT  OF  ME.  WALTER  STABLER,  COMPTROLLER,  METRO- 
POLITAN LIFE  nrSITRANCE  CO. 

Mr.  Stahler.  Mr.  Chairman,  I  do  not  appear  to-day  as  represent- 
ing the  Metropolitan  Life  Insurance  Co.,  but  I  am  anxious  to  give 
you  my  exi)orionoe  and  to  give  you  some  of  the  facts  that  have  come 
to  my  notice  because  of  my  position  as  the  real  estate  lending  officer 
of  the  company. 

W<^  are  the  largest  lenders  on  mortgage  of  any  institution  in  the 
world,  HO  far  as  we  know.  We  have  at  present  about  three  hundred 
rnillioiiH  invosted  in  mortgages  in  cities  and  about  fifty  or  sixty 
millions  in  farm  loans.'  The  exact  figures  are  $288,836,000  invested 
in  mortgages  in  cities  and  $44,918,000  in  farm  loans. 

It  Ih  the  city  business  that  is  entirely  in  my  charge,  and  because  of 
the*  fact  that  wo  are  known  to  be  large  lenders  we  are  approached, 
both  in  person  and  by  mail,  from  all  parts  of  the  country  and  Canada. 

Not  long  ago  I  attended  a  meeting  of  the  real  estate  board  in 
KnimaH  (^ity  antl  there  made  the  statement  that  our  company  had 
cut  out  othei'  forms  of  investment,  which  paid  it  much  better  than 
mortgages  possibly  could,  and  intended  to  devote  our  investment 
funds  entirely  to  liouses;  that  is  to  say,  to  small  dwellings  and  to  the 
moderatepril'iMl  apartment  houses.  That  statement  brought  to  me 
appli(*ations  from  all  over  the  country,  and  statements  were  made  by 
those  applying  that  they  were  absolutely  in  need  of  money  to  build 
housi's  to  liotisi*  their  population. 

I  know  somewhat  of  the  conditions  here,  having  been  in  the  busi- 
ness in  New  York  for  lU)  years,  and  in  all  my  experience  there  never 
luis  been  any  such  conditions  as  exists  to-da3^  I  think  the  scarcity 
of  houKi»H  is  very  accurately  reflected  in  the  rents  that  are  now  being 
ol)taino<l  for  In^th  old  and  hew  buildings. 

I  will  give  you  one  example  that  came  to  my  knowledge  a  few  days 
ago  of  a  six  stoi\v  elevator  house  on  Washington  Heights.  Wliere 
Tne  years  ago  the  rent  of  a  four-room  apartment  would  run  from 
lift  V  to  sixty  dollars  a  month — $60  would  probably  be  the  extreme, 
or  i^lft  a  room  they  are  now  renting  it  for  $200  a  month,  or  $50  a 
room.  People  are  paying  those  rents  here  because  they  have  to 
get  a  place  to  live. 

There  is  not  and  there  will  not  be  enough  places  to  house  the 
neonle  iu»xt  October.  I  do  not  think  it  admits  of  any  argument. 
Willie  a  great  many  people  will  be  without  homes,  except  such  tem- 
porary arrangements  as  they  can  make,  everybody  in  the  city,  if 
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they  are  living  in  rented  quarters,  are  paying  from  75  to  200  to  300 
|H»r  cent  more  than  the  normal  rents.  That,  I  think,  answers  the 
miestion  as  to  whether  or  not  there  is  a  scarcity  of  houses  in  New 
lurk. 

The  Chairman.  What  is  the  cause  of  that  scarcity  ? 

Mr.  Stabler.  When  the  war  in  Europe  began,  building  slowed 
<lown  very  much.  When  we  went  into  the  war,  it  was  not  possible 
to  pet  material,  and  the  normal  building  that  we  need  here  to  ac- 
'ommodate  our  ever-increasing  population  was  absolutely  stopped. 
You  might  say  that  we  had  at  least  four  years  of  very  nearly  total 
(vssation  of  building  of  places  for  people  to  live  in.  I  do  not  mean 
entirely,  but  it  amounts  to  that.  There  are  more  people  coming  here 
all  the  time;  and  with  a  natural  increase  in  population  with  no  Duild- 
in<r  to  meet  that  increased  population,  it  has  produced  the  result  that 
T^t*  have  to-day. 

The  Chairman.  You  are  lending  more  money  for  building  pur- 
\>*t'^s  than  before;  aren't  you? 

Mr.  Stabler.  Yes,  sir;  more  than  ever  before. 

The  Chairman.  Isn't  that  true  of  institutions  like  yours? 

Mr.  SxABiiER.  It  is  not,  sir.  We  are  the  only  institution  that  I 
kijnw  of  that  is  devoting  practically  all  of  its  funds  to  this  purpose. 

The  Chairman.  Mr.  Stabler,  in  lending  money  on  real  estate 
ii.«  Ttirages,  do  j'ou  observe  any  demand  recently  or  during  this  year 
'  r  la^1,  for  loans  on  apartment  houses  or  tenement  houses? 

Mr.  Stabler.  Yes,  sir;  a  great  deal  of  it,  and  we  have  made  a 
jn*:it  many  loans  of  that  kind. 

The  Chairman.  Are  there  many  houses  of  that  character  being 
••   hi 

.Mr.  Stabler.  Not  as  many  as  there  ought  to  be;  nothing  like  as 
'  --ry  as  there  ought  t>o  be;  not  25  per  cent  of  what  there  ought  to 
•.  But  we  are  making  as  man}'  of  them  as  we  can.  The  mortgage 
r.">tors'  group  of  the  mayor's  committee  of  which  I  am  chairman, 
.iw»  be^n  urging  on  the  savings  banks  to  let  it  be  known  that  they 
"  iM  »iinsi<ler  i>ermanent  loans  on  new  apartment  houses.  Possibly 
"-  Hminnan  <ioes  not  understand  how  we  do  that  business  here. 

•  '  buihlinir  loans  are  made  by  the  mortgage  companies  and  the 

•  '  riiuipanies  And  the  building  loan  operators  and  when  the  houses 
i:-  oHijnIeted.  a  permanent  loan  is  taken  by  some  permanent  in- 
—I  tT  like  the  insurance  companv  or  the  banks.    It  used  to  be  by 

■•.'♦-•»  ond  bv  intlividuals.     We  have  tried  to  get  the  banks  to  say 

•  it  tli#»y  wi»uld  favor  that  kind  of  loans;  and  I  hope  we  are  making 
-••  .♦•  T'ri»2TeKs.  We  have  made  some  prgress  but  not  as  much  as  we 
'    '.lt|  Lk*',  to  get  the  banks  to  say  that  they  will  invest  their  funds 

y  m  new  buildings.     Because,  if  they  invest  them  in  what  we 
'  i   r<-plar4>ineiit   loans,  it  does  not  help  the  housing  situation  a 
.rti*  !♦*. 
I  have  here  a  list  of  loans  prepared  by  the  real  estate  board  on 

•  •  Mjrairwi  ai«igned  by  holders  subject  to  the  income  tax,  as  to  the 

•  «»ii#^  frum  mortgage  interest,  to  holders  not  subject  to  the  tax. 
.*    f  the  first  three  months  of  this  vear  those  mortgages  so  assigned 

'    .«int«l  to  ?14,845,0f)0. 
.  •,••  i  hairman.  You  say  that  is  a  list  of  mortgages  assigned  to  in- 
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Mr.  Stabler.  To  institutions  not  subject  to  the  income  tax,  almost 
all  of  them  savings  banks  and  from  all  over  the  State.  The  next  is 
a  list  for  the  second  three  months — April  to  June,  inclusive — of  simi- 
lar loans,  amounting  to  $14,246,000,  or  a  total  of  $29,092,000  assigned 
by  holders  of  mortgages  subject  to  income  tax  to  parties  or  to  insti- 
tutions that  are  not  subject  to  income  tax. 

The  Chairman.  An  individual,  the  income  of  whose  mortgage  is 
subject  to  an  income  tax,  would  be  included  in  a  list  of  that  char- 
acter ? 

Mr.  Stabler.  Yes.  sir. 

The  Chairman.  He  would  transfer  the  mortgage  to  a  savings 
bank  ? 

Mr.  Stabler.  Yes,  sir. 

The  Chairman.  The  savings  bank  would  pay  him  for  that  mort- 
gacfe? 

Mr.  Stabler.  Yes,  sir. 

The  Chairman.  Has  a  practice  grown  up  whereby  the  savings  bank 
has  charged  a  bonus  for  that  exchange,  do  you  know  ? 

Mr.  Stabler.  I  have  onlv  heard  it  in  one  case,  and  I  do  not  want 
to  vouch  for  it  without  definite  information. 

The  Chairman.  I  have  heard  of  several  cases  where  savings  banks 
have  taken  assignments  of  that  character  and  have  charged  bonuses 
as  high  as  10  per  cent,  particularly  in  the  case  of  large  loans,  loans 
of  over  $100,000.  1  have  heard  of  a  case  where  a  savings  bank  has 
accepted  a  transfer  of  that  character  and  pay  for  it  half  cash  and  half 
Liberty  bonds. 

Mr.  Stabler.  Yes;  and  I  have  heard  of  their  taking  all  Liberty 
bonds,  too.  I  heard  of  one  case,  Mr.  Chairman,  on  Saturday  last 
from  a  i)r<)ker  who  claimed  to  have  definite  knowledge  on  the  subject 
of  a  l)onus  being  required  by  a  savings  bank  for  a  6  per  cent  loan;  but 
I  do  not  want  to  state  that  as  a  fact  until  I  have  positive  information 
on  tho  HubjiM't. 

The  CiiAiUMAN.  So  that  the  figures  you  have  quoted  from  seem  to 
indicnto  that  in  tlie  city  of  New  York 

Mr.  Staiu.kh.  This  represents  merely  two  counties — Manhattan  and 
the  Hroiix. 

The  CiiAiUMAN.  So  that  in  Manhattan  and  the  Bronx  the  record 
yoia  cinoted  from  intlicates  that  over  $29,000,000  in  those  months  were 
IransferrtMl  from  iiidivichials  or  trustees,  the  income  on  whose  mort- 
gMgrs  wore  suhjert  to  taxation,  to  savings  banks  where  the  income 
was  oxoiupot  from  Kederal  taxation? 

Mr.  Stamlku.  ^  <vs,  air.  May  I  start  out  on  the  income  tax  question, 
Mr.  Ch«irinuny 

The  CiiAiMMAN.  Yes,  sir. 

Mr.  Stahlkm.  It  is  the  income  tax  question,  gentlemen,  that  I  feel 
partiruhirlv  interested  in,  and  one  that  I  want  to  bring  to  your  atten- 
tion as  (It^linitely  as  I  can.  This  report  that  I  have  here  is  just  an 
indication  of  what  is  happening  and  what  has  been  happening. 

One  very  larger  hohler  of  mortgages — said  to  be  about  $15,000,000, 
running  at  5}  to  (>  l>er  cent — when  he  had  paid  his  income  tax  for 
1018,  in  the  year  U>10,  had  1^  per  cent  left  of  his  income.  He  paid 
brokers  a  coiumission  and  paid  the  title  companies  their  fee  for  re- 
placing those  mortgages,  and  they  were  practically  all  taken  by  sav- 
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ings  banks.  This  is  the  result :  That  money  which  has  been  invested 
in  mortgages  for  years  was  taken  out  of  the  savings  banks  and  the 
savings  oanks  to  tnat  extent  were  prevented  from  lending  money  on 
homes,  on  houses,  on  flats,  on  anything.  That  is  what  I  call  "  stirring 
the  mud/'  It  is  doing  no  good,  but  making  more  mud  and  is  not  help- 
in;;  this  situation  at  all. 

1  was  told  that  the  Marshall  Field  estate  in  Chicago,  which  is  the 
largt*st  lender  in  Chicago,  when  it  paid  its  taxes  for  1918  had  1.15 
p<rr  cent  left,  and  they  were  calling  their  loans  as  rapidly  as  they 
could  get  them. 

i  )f  rourse,  with  the  holders  of  mortgages  of  smaller  incomes  the 
charge  is  not  so  great.  But  ^et  this  in  your  minds:  The  income 
frrmi  mortgages  is  necessarily  limited  by  the  usury  laws  which  exist 
in  most  of  the  States.  In  all  of  the  Jsew  England  States,  I  think 
all  of  the  Atlantic  States,  practically  all  of  the  Atlantic  States,  the 
leiral  interest  rate  is  6  per  cent.  If  any  one  of  you  had  money  in- 
v**>te<l  in  mortgages  at  6  per  cent  and  you  had  to  pay  even  25  per 
cpnt  of  your  income  in  income  taxes,  and  you  realized  that  if  you 
cTMild  cash  those  mortgages  and  could  invest  them  at  the  market 
tr»-iliiy  in  Lil»erty  l)onds  or  in  municipals  or  county  taxes  or  school 
Uix«->  or  mad  taxes  that  would  give  anywhere  from  5^  to  6^  per 
•ttjI-  it  would  be  Very  human  of  you  and  very  proper,  I  should 
tlwnk.  for  you  to  endeavor  to  change  that  form  of  investment.  That 
is  what  is  going  on  and  I  know  it. 

I  have  had  bankers  in  to  see  me  from  most  of  the  important  cities 
',n  tlii*  West,  particularly  the  Middle  West.  In  Indianapolis,  the 
*ir:n*^t  trust  company  there  which  handled  local  mortgages  told  me 
t\  at  their  business  heretofore  had  been  the  lending  out  of  money  at 
7  f-T  <^nt  and  selling  certificates  at  6  per  cent.  That  business  has 
alr-*»lutely  stopped.  There  was  no  demand  for  their  6  per  cent  cer- 
••♦i.;it«*<  and  they  could  not  get  anv  money  to  loan  on  houses. 

1  had  some  bankers  in  from  Muncie,  Ind.,  right  near,  the  other 
.'»•>-  who  had  just  the  same  story  to  tell.  It  is  coming  from  dozens 
•jf  i-itu'*?  >%here  the  financial  people,  particularly  the  banker  and 
r-.  •r*.*siiiri*  companies,  have  made  that  same  statement. 

I  *in  not  mean  to  say  that  all  of  the  loss  of  mortgages  is  attrib- 
tiK'i*  ti»  tlie  income  tax*  l)ecause  there  are  a  great  many  high-rate 
•-•r.w  :--u«*s  and  preferred  stocks  and  things  of  that  kind  that  attract 
T^..j  !♦•.  Hut  the  most  impelling  reason  in  my  mind  is  the  fact  that 
•!,♦*  rii«»rtL'.'ige  income  is  taxed  un<ler  the  inctmie-tax  law.  It  has 
•r  .♦Ti  and  is  «lriving  hundreds  of  millions  of  dollars  out  of  the 
-■  iTfv't:  and  the  worst  feature  of  it  is  that  a  great  deal  of  that 
:    ..n»  y  will  never  go  back. 

1  •all  u*»t  urge  on  you  gentlemen  too  strongly  to  recommend  to 
i'^'f  j^rt-v.-  that  the  tax  on  mortgage  interest  be  repealed,  that  mort- 
-Tj^  iit«-re?st  l)e  exempted;  because,  gentlemen,  we  are  facing  a 
-  .*f  ^'ri<iu*i  situation,  in  my  opinion,  in  the  housing  question,  the 
:  ^T  '^rious  that  this  country  has  ever  seen,  and  it  is  not  growing 
,-  ■,    )ir-ct*-r.    It  is  growing  worse  steadily.    Resjxmsihility  would  be 

f#>  <'on:rress*  if  they  want  to  prevent  a  situation  in. the  next  few 
..  ir-  that  they  as  the  representatives  of  the  people,  I  think,  would 
^  i-ry  *<»rTy  to  witness. 

T  .#»'i*iiAiRMAX.  I  rather  think,  perhaps,  you  know  there  is  a  dis- 
;ir^^f .  .ri  at  Wafihington  to  oppose  any  further  exemption? 
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Mr.  Stabler.  Yes,  sir. 

The  Chairman.  I  have  a  great  deal  of  sympathy  with  your  state- 
ment, Mr.  Stabler,  and  have  ^ven,  as  you  know,  a  great  deal  of  study 
to  the  subject.  But  I  find  Representatives  and  Senators  insisting^ 
that  if  we  are  going  to  exempt  profits  on  mortgages,  then  we  had 
better  exempt  profits  on  what  the  farmer  produces.  I  have  heard  it 
argued  by  some  that  the  best  way  to  solve  this  thing  is  to  enact  legis- 
lation at  Albany  repealing,  say  for  three  years,  the  usury  laws  and 
permitting  interest  rates  to  soar,  and  that  that  would  bring  vast  sums 
of  money  back  into  the  mortgage  market.  What  do  you  think  of 
that  ? 

Mr.  Stabler.  I  think  it  would  bring  some  funds  back  in  this 
State,  Mr.  Chairman.  But  it  is  not  going  to  greatly  affect  the  other 
States,  the  Western  States,  in  many  of  which  they  charge  as  high  as 
12  per  cent.  But  in  those  very  States  where  they  can  charge  these 
tremendous  rates  they  are  in  .the  same  need  of  money  that  we  are 
here. 

The  Chair3£an.  The  gentlemen  with  reputations  as  economists 
insist  that  you  should  first  repeal  the  usury  laws  and  then,  imme- 
diately on  the  convening  of  Congress,  revise  our  tax  laws ;  repeal  the 
excess-profits  tax  laws,  and  fix  a  maximum  income  tax  rate  of  30 
per  cent,  where  it  could  not  be  worth  while  for  men  to  take  their 
money  out  of  the  mortgage  business  and  put  it  into  other  loans  that 
were  exempt. 

The  repeal  of  the  excess-profit  tax  laws  and  reducing  the  maximum 
rate,  which,  I  believe,  is  73  per  cent,  down  to  30  per  cent,  as  you 
realize,  too,  might  be  very  helpful. 

Mr.  Stabler.  If  you  can  get  all  the  States  to  repeal  the  usury 
laws  and  take  the  lid  off  interest  rates,  you  will  do  some  good.  But 
I  am  not  talking  for  the  investor,  here,  at  all.  The  investor  can 
take  care  of  himself.  I  am  talking  for  the  man  that  wants  to  bor- 
row the  money.  I  am  talking  for  the  man  who  wants  to  buy  a  home, 
even  if  it  is  but  $4,000  or  $5,000. 

If  you  are  going  to  put  that  man  in  a  position  where  he  has  to 
pay  8  or  9  or  10  per  cent,  there  is  going  to  be  a  great  deal  of  un- 
rest and  hard  feeling.  I  think  that  this  question  of  housing  is  so 
nmch  above  every  other  question  that  you  have  before  you,  with 
due  respect.  The  people  have  got  to  have  homes.  I  believe  it  is 
within  the  power  of  the  United  States  Government  to  exercise  its 
poli(  e  power,  and  that  under  the  exercise  of  that  police  power  they 
could  do  things  which  in  ordinary  times  they  would  not  do.  And 
with  regard  to  the  fact  that  exemptions  of  any  kind  are  not  favored 
by  Members  of  Congress,  let  me  say  this :  That  if  you  do  not  exempt 
inort«:ages  from  income  tax,  prett}^  soon  you  will  have  no  mortgages 
to  tax.  While  all  the  mortgages  in  this  country  can  not  be  replaced 
with  institutions  that  are  not  subject  to  tax,  those  that  will  not  be 
will  be  but  a  drop  in  the  bucket. 

The  life  insurance  companies  and  building  loan  associations  are 
doing  all  they  can.  The  building  loan  associations  are  absolutely 
up  against  it..  They  can  not  get  anything  like  the  money  they  need. 
They  come  to  us  and  want  to  borrow  on  their  securities  and  ask 
if  we  could  not  help  them  out.  I  can  not  speak  strongly  enough, 
Senator,  in  trying  to  convince  you  gentlemen  that  this  is  the  most 
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vhal,  the  most  necessary,  thing  to  be  done  by  Congress.    I  mean  as 
far  as  our  internal  affairs  are  concerned. 

The  Chairman.  Mr.  Stabler,  would  you  make  that  power  un- 
limited? 

Mr.  Stabler.  Yes,  sir;  absolutely.  Because,  if  you  do  not,  here 
is  what  will  happen.  The  large  holders  of  mortgages  will  go  to 
the  bond  houses  and  to  the  mortgage  companies  and  those  companies 
will  take  the  whole  amount,  which  may  be  a  million  dollars,  and 
ihev  will  parcel  it  out  in  small  sums.  Now,  then.  Senator,  you  are 
•rning  to  lose  the  income  from  that  money  anyhow,  if  you  do  that. 
Vou  are  going  to  lose  the  income  from  the  big  mortgages  if  you  do 
that  and  it  is  offering  a  premium  to  these  large  holders  to  get  out. 

The  Chairman.  I  am  fearful  if  we  try  to  do  that  Congress  will* 
think  tre  are  going  too  far  and  we  are  trying  to  do  too  much. 

Mr.  SrABiJiR.  Senator,  I  can  never  make  a  speech  to  Congress,  but 
x)\i<  thing  is  in  my  heart.  I  know  I  am  right.  It  is  something 
tfiat  hurts  me  every  time  I  think  of  it.  And,  if  Congress  does  not 
•in  this,  the  responsibility  for  trouble  is  going  to  be  on  Congress. 
I  warn  you  of  it.  It  is  going  to  be  a  very  serious  trouble.  The 
l^^ople  have  got  to  live. 

I  know  of  a  case  uptown  here  where  25  people  live  where  5  were 
meant  to  live.  That  is  going  on  all  over  the  country.  People  are 
'"•m^  herded  together.  If  you  do  not  do  something  to  stop  this, 
'.oil  are  going  to  lower  the  moral  tone  of  this  country.  That  is  as 
^  in*  as  we  are  sitting  here. 

The  Chairman.  Have  you  given  any  thought  to  having  legislation 

•  rri.  (p«l  at  Albany  for  relieving  the  city  tax  on  new  buildings  for  a 

•  ricnl  of  years  ? 

Mr.  Stabler.  Yes;  I  have;  and  while  I  did  not  believe  in  it,  I 
.  !••*  come  to  think  that  it  is  one  thing  we  must  do.  It  will  help 
-  "H'what.    It  will  encourage  building  to  some  extent. 

I  he  Chairman.  Just  how  would  you  do  that?  Would  it  be  for 
"•.  •'.  **.  or  10  years? 

Mr.  St^hlkr.  It  seems  to  me  that  five  years  would  be  long  enough. 
'••-:in><»  if  you  gentlemen  would  do  what  we  ask  you  to  do,  I  believe 
■'  it  the  housing  situation  will  by  that  time  have  been  considerably 
T  **  Allied. 

I  he  Ch\irman.  lias  your  attention  been  calhvl  to  the  provision  in 
-luppinjr  art  which  exempts  from  excess-profit  tax  the  profits  of 
.*    •♦•ri«-;in  ships  in  the  foreign  trade? 

^fr.  Sr\iu-»:R.  Xo,  sir. 

Th#»  (ifAiBMAX.  What  would  you  think  of  Congress  enacting  legis- 

•  "H  n*lieving  from  excess  profits  the  earnings  on  new  buildings  or 

•  '    •'•*»fii>  on  the  new  buildings  when  they  are  sold? 
^Ir.  Sr\m.F.R.  Well,  Senator,  that  will  help  some. 

''••»  Chairman.  Siippose  I  built  a  house  that  costs  $20,000  and 
It  for  ^25.rMK).     Tne  $5,000  profit  would  be  exempt  from  excoss- 
'     t  Taxi'>  provided  I  invested  those  profits  in  new  buildings. 
Mr.  ."VTMUXR.  How  are  you  going  to  build  a  house  if  you  haven't 
.  *  \\i^  monev  to  build  it  with? 
r  *  Thiirman.  That  would  nevertheless  be  an  encouragement, 
'Jn't  it  f 


\  V       ^ 
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\i     >A^.L  iw  U  wvuld  be  some  encouragement.    But  if  you  can 

•  V      t    •     A      ►!!  mortgage,  you  can  not  build  houses. 

V  .  t..  x^vN.  Your  attention  has  probably  been  called  to  a 
V    V    ..    v\*:iii:  ai  the  papers  recently  with  respect  to  having 

^..  X  ^    K-   \v'ii  know  Jtvhat  that  means^—two  or  three  years  for 
^      i    .  .tl  .i:rtcr.<.iment. 

V  .    *.  V  x.ivN.   A>  vou  understand,  it  would  require  an  amend- 

'    V     »'u>4  I. .turn i 
I      ^»  X       V.   I  ^hvHiKl  think  so.    The  city  itself  certainly  has  no 
V    ,    V     .,      I  u»  «.it Y  chamberlain  has.     xhe  city  chamberlain,  as 
V,  ^.  .  i  .»!  lutids,  under  certain  conditions  must  lend  in  some 

V  v .  *    ;.  oa  uiDrtpige. 

'.    .  ^.  V  v>*  \N.    I  hut  is  a  very  limited  sima? 
^   .  ..    .V.    r'l.u  is  a  very  limited  sum. 

,  '.  ,  ah  v\    What  do  you  think  of  the  policy  of  lending  it? 
X    ,  .     ;    1  do  not  believe  in  the  city  doing  it.     I  think  it  is 

V  I    ;.  '»:  iNuto  hands. 

^   »  V   ;  v;  v\.  1  airvee  with  that,  too.     Mr.  Stabler,  have  you  ever 
.  'v»  ..'lit  to  the  (lovernment  organizing  a  banking  system 

•  ».  ...I  mmIvo  long-term  loans,  somewhat  along  the  line  of  the 
,  >.vc  .il  Koorve  System;  a  banking  system  something  like 
O'  *»  b^aiuv  and  Germany,  which  would  permit  us  to  utilize 
,  ,1    v'aiu>  a>  Nve  do  credits  in  the  reserve  s^^stem,  to  secure  facili- 

.  .  \  M'N  on  oi'operty? 

V.  ,  »v^,   [  have  thought  about  it,  Mr.  Chairman;  yes,  sir. 

..  ,vi  v"*  I'i'.t  I  have  to  the  Government  making  loans  of  this 

i  vv»  I'lo  Goveriunent  but  to  a  Government  utility,  I  suppose 

V  t  I  il     is  that  the  lending  of  money  on  improved  prop- 

X  s  p.p'iirular  knowledge,  and  there  is  grave  danger — more 

\^^^     in  lending  on  improved  property,  particularly  on 

»  >,  ihau  on  ahnost  any  other  class  of  business,  and  unless 

jviiiutions  run  call  to  their  assistance  men  who  are  posted 

>s  there  is  likely  to  be  a  loss.     It  may  not  be  grave, 

»  N  o\i>orienre  is  that  the  losses  on  properly  placed  mortgages 


w  *  4\o  always  had  peoi)le  Avith  us  who  have  made  a  specialty 
^»  *  ,1  'v'l  vMuss.  All  the  companies  have.  The  mortgage  and  guar- 
*  ..  \  sv'i'»panios  and  the  title  companies  have  experts  in  this  busmess, 
'4  ;  \  v^oN  v\HU  do  it  because  they  know  that  their  capital  is  behind 
v^  V  '.'\ '^  U»  guarantee  them,  and  thev  are  necessarily  careful, 
w  . .  >  I  wni  ;iet  the  same  degree  of  care  and  the  same  skill  and  ex- 
..,     V  'SO  ni  a  scheme  such  as  you  speak  of  is  something  I  am  a  little 

tU'iv^t\»iv  this  country  has  provided  its  money  in  one  way — in 
\\4'  ».  is»ih  hu'ge  and  small.  You  know  what  the  practice  has  always 
»,,'»  lUo  suuiU  investor  who  lent  money  on  mortgage  knew  that 
V  A  'o  waN  MMuething  he  could  bank  on  as  long  as  he  lived.  He  could 
»■  w  k\  » i'ot  his  numey  the  day  it  was  due,  and  there  was  no  speculation 
i  \^\  {  \\  Ani>ther  advantage  in  the  mortgage  is  that  in  the  hands  of 
»  vv  \  hv'lvlors  they  are  not  readily  cashed,  so  that  holders  are  not 
Vx  '»»o\cvl  t\i  gt)  into  scmie  wildcat  scneme  and  kiss  the  money  good-bye- 
*'si  noNor  see  it  again.  That,  I  think,  is  one  of  the  strongest  argu- 
u'vt'iH  \x\  favor  of  people  of  small  and  even  large  means  putting  their 
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numey  into  something  that  is  permanent,  which  they  can  not  cash 
wlu^never  they  want  to  and  go  down  to  Wall  Street  and  lose  it  in  a 
f.'W  days. 

The  Chairman.  Mr.  Stabler,  several  bills  have  been  introduced  in 
I'oih  Houses  of  Congress  authorizing  the  establishment  of  a  home 
loan  banking  system,  utilizing  our  present  building  and  loan  idea  fjur 
liiat  purpose.  As  I  recall  it,  the  bills  that  I  have  in  mind  provide  in 
n«  h  Federal  reserve  district  for  the  organization  of  a  bank  with  capi- 
tal stcK'k  subscribed  to  by  building  and  loan  associations,  the  associa- 
liniis  b<*ing  })ermitted  to  come  to  the  bank  by  pledging  first  mort- 
L^irts  and  tjorrow  up  to  (>r>  per  cent  of  the  value  of  those  first  mort- 
is iL't'i^,  bonds  being  issued  against  them,  and  these  bonds  being  tax 
« \»inpt. 

Nfr.  Stabler.  Yes,  sir. 

Thv  CiiATRMAN.  Building  Joan  associations  to-day  have  $2,000,- 
'  •'jmx)  worth  of  mortgages,  as  I  recall  it,  and  they  would  be  able  to 
•^MTDw  aljout  that  much  more.    What  do  you  think  of  that? 

Mr.  Stablkk.  I  think  that  would  be  a  great  help.  You  see  that 
I'.tt  would  require,  however,  an  increase  in  our  tax-exempt  securities. 

Die  CuAiij^rAX.  That  would  not  worry  3'ou  any,  would  it? 

^fr.  Staiili:k.  Not  a  bit. 

rii»'  CnviRMAX.  T  an)  told.  Mr.  Stabler,  tlmt  there  are  now  about 
^:  i.'MijMHj.ono  worth  of  tax-exempt  securities  in  this  country. 

Mr.  Si  vt.lek.  I  do  not  doubt  it.  And  everv  time  a  city  or  town  or 
•I  wants  to  borrow  something  they  can  *xet  it,  because  it  is  tax 

niftl.    You  are  increasing  that  amount  ])V  taxing  tlie  mortga<res. 

lliP  CiiuRMAN.  And  I  am  told,  too,  that  those  tax-exempt  securi- 
'  ♦•-  .ire  larjrelv  in  the  hands  to-dav  of  the  rich  men  of  the  country  to 

•  *l  taxation. 

^Ir.  Stm'.ixk.  I  think  that  is  undoubtedly  true,  and  that  is  part  of 
•  '    trirnnierit. 

Ill**  CiiAiKMAX.  A  gentleman  told  me  the  other  day  that  a  man 
■    ■•-p  income  exceeded  a  million  dollars  a  year  would  neeessarily 

.H  to  have  about  '24  i)er  cent  income  on  his  wealth  to  have  a  net 

•  "Mi**  ♦'ijual  to  about  what  the  tax-exempt  securities  would  bring. 
^Ir  St  \ni.r.R-  It  is  not  the  rich  man  that  I  am  asking  this  for.    I 

•  1/  to  keep  the  rich  men  in  this  market.    T  want  to  coax  them  to 
• .»-  ^i*»k.    I  want  to  increase  the  funds  for  mortgage  loans  in  every 

.  [Hf-^ible.    I  say  that  the  income  that  the  (Tovernment  wouM  lose 

"1  exempting  mortgages  would  be  so  triflinjr,  comi)ared  with  the 

•  •  •  ti  at  exists,  that  there  ought  not  to  l)e  a  minute's  hesitation 

•  't  it, 

'  .♦•  ('nAiKMAX.  How  mucli  money  has  your  company  loaned  on 

'  JT  '1  mortgage? 
y     >T\M.rn.  We  have  about  $:^2r) ,<)()( ^O(M),  and  by  the  end  of  the 
'  't  Tt  dl  U»  well  over  >;:i50jM)0.()()0. 
T  r  rn\iKMAX.  And  the   income  from   these  mortgages  are  all 

•  'tf 

'■fr  >T%Bi.rK.  All  exempt :  yes,  sir. 

I  •••  ^'ii\iKMAN.  So  that  this  mortgage  tax  exemption  that  you  ask 

id  i.ut  in  the  sliulitest  degree  afTe<t  your  concern  t 
Vr.  >T\ni  i.K.  Not  in  the  lea.<5t,  except  that  if  you  pass  an  exemi)ti<m 
•.•  u  pn-bably  will  bring  down  the  rate  of  ii\terest  that  we  can 
t      MV  inii  get  at  this  time  the  maximum  interest   rates  on 
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everything,  because  of  the  absolute  scarcity  of  money,  and  if  you  do 
pass  this  bill  it  will  not  be  so  easy,  of  course,  to  get  these  extreme 
rates.    May  I  say  one  or  two  words  more  ? 

The  Chairman.  Yes. 

Mr.  STABiiEiL  One  thin^  which  I  think  is  right  for  vou  to  consider 
ift^that  to  build  to-day  the  cost  is  more  than  double  what  it  was 
five  years  ago.  You  need  more  than  double  the  money  to  accomplish 
the  same  thing,  and  instead  of  having  more  than  double  the  money 
we  have  a  great  deal  less. 

The  Chairman.  Is  it  three  times  what  it  was  five  years  ago? 

Mr.  Stabler.  In  some  cases  it  is  three  times  what  it  was  five  years 
ago.  There  is  nothing.  Senator,  that  is  not  double  or  more  than 
double ;  nothing  that  I  have  any  information  about,  and  I  have 
looked  into  it  very  carefully. 

About  three  or  four  months  ago  the  real  estate  board  sent  out  a 
questionnaire  to  the  largest  law  firms  in  this  city  who  have  made  a 
practice  of  lending  on  mortgage,  and  he  said  that  business  had  abso- 
lutely disappeared  from  their  offices  and  that  their  clients — ^trust  es- 
tates and  individuals — were  calling  their  mortgages  just  as  fast  as 
they  could  get  the  money. 

One  thing  I  ask  of  you  is  that  you  be  careful  that  nothing  but 
real  estate  mortgages,  if  such  a  bill  is  passed,  be  exempt  from  taxa- 
tion. I  do  not  mean  railroad  bonds  or  industrials  or  anything  of 
that  kind.  T  mean  mortgages  on  real  estate — on  houses  and  buildings 
that  people  live  in. 

The  Chairman.  Would  you  include  an  exemption  on  the  income 
from  moitguges  on  industrial  property,  factory,  office  buildings? 

Mr.  Stabler.  Well,  office  buildings,  yes:  bv  all  means.  What  I 
mean  is — and  I  think  you  understand  what  1  mean — a  real  estate 
mortgage.  A  mortgage  on  a  gas  house  or  on  parts  of  a  railroad 
yard  or  things  of  that  kind  is  not  what  I  am  talking  about. 

The  Chairman.  Not  a  public  utility? 

Mr.  Stabler.  Not  a  public  utility.  I  mean  those  pieces  of  real 
estate  that  are  used  for  daily  business,  and  things  of  that  kind,  where 
people  live. 

There  is  another  result  that  this  situation  is  producing  to-day.  If 
you  were  in  my  position  it  would  hurt  you  frequently.  People  come 
into  me  and  say,  "  I  want  to  borrow  some  money  on  my  house,  on  ray 
apartment  house."  "What  is  the  matter?"  "Well,  the  loan  is 
called."  "  Well,  who  has  it  ?  "  "  Some  estate  that  wants  the  money.'' 
"  I  can't  help  you,  because  if  I  do  you  will  take  that  much  money 
from  the  assistance  that  we  can  render  to  the  housing  situation.  ' 
"  Mr.  Stabler,  we  can't  got  it.  We  can't  get  it  anywhere."  The  peo- 
ple are  absolutely  up  against  it  and  do  not  know  where  to  get  the 
money.  The  title  companies  and  the  mortgage  companies  can  not 
sell  their  mortgages  and  they  can  not  sell  their  certificates,  so  they 
can  not  do  any  more  business. 

That,  gentlemen,  is  my  feeling  on  the  subject,  and  I  tell  you  that 
it  has  become  pretty  nearly  a  religion  with  me,  because  I  see  so  much 
of  it.  I  know  what  the  effect  is  now  and  I  know  what  it  is  going  to 
be  if  it  keeps  on.  I  hope  that  you  will  feel  that  you  can  recommend 
to  Congress  that  it  take  this  action  such  as  I  have  advised;  and  I 
believe,  fully  believe,  that  you  will  have  the  support  of  the  whole 
Nation  in  doing  it. 
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The  Chairman.  Mr.  Stabler,  have  you  had  any  complaint  of  the 
inefficiency  of  labor  in  building  matters? 

Mr.  Stabler.  There  was  a  great  deal,  sir,  but  it  is  very  much  im- 
proved, I  am  told. 

The-  Chairman.  Is  there  a  shortage  of  labor  here  in  New  York 
Citv  im  building? 

litr.  Stabler.  I  do  not  think  there  is  a  shortai^e  to-day.  I  do  not 
think  so.  There  may  be  a  little,  but  nothing  like  what  there  was, 
Mr.  Chairman. 

The  Chairman.  Has  there  been  a  very  great  increase  in  the  cost 
of  building  materials? 

Mr.  Stabler.  Yes^'sir. 

The  Chairman.  Doesn't  that  hamper  building  a  good  deal  ? 

Mr.  Stabler.  It  does,  but  they  would  still  build  if  they  could  get 
tiie  materials:  if  they  could  get  the  materials  and  if  they  could  get 
tin*  money  to  build  with. 

The  Chairaian.  You  know,  then,  that  there  is  some  difficulty  in 
L'<tMtin^  building  material  into  the  city? 

Mr.  Stabler.  Yes,  sir ;  there  is  very  great  difficulty. 

The  Chairman.  Has  that  improved  of  late,  do  you  know? 

Mr.  Stabler.  I  have  not  heard  of  any  very  great  improvement, 
'..tiiou«jh  there  may  have  been  some.  I  think,  so  far  as  that  is  con- 
•vme<l.  it  is  a  question  of  transportation  largely;  and  I  think  we 

•  ml  at  the  dinner  given  to  you  a  month  or  so  ago  that  there  was 
,i«  nry  of  material  if  we  could  get  it  from  the  source  of  production. 

Th«*  Chairman.  The  statement  made  at  that  meetmg  was  that 
*i.»ri*  was  plenty  of  cement,  plenty  of  himber,  plenty  of  lime,  and 

•  .•  rity  of  l)rick,  but  that  there  was  difficulty  in  getting  it  here. 

Mr.  Stabler.  Yes,  sir. 

I 'ip  Cii  %irman.  The  embargo  on  all  materials  in  favor  of  coal  has 
'irihuted  largely  toward  the  transportation  difficulties.     The  tre- 

'ioiis  exportation  of  coal  has  affected  the  price  and  has  also 

•  •!♦»«!  transportation  for  business  generally. 

1 'je  ni)ln)ad  interests  in  the  country  are  appointing  a  representa- 
'   ♦    n  the  larger  cities  to  cooperate  with  a  committee  in  each  com- 

•  '  iiy  n»pn*senting  the  building  interests  so  that  they  might  work 
"  J  0  IT  Ui  set  their  building  materials  throuph.    We  have  these  com- 

•  '  it.f-  already  arranged  in  several  of  the  cities. 

1:  v.*»  run  $ret  the  building  materials  flowing  in  to  the  cities,  where 

•  •.  -"rH  ii»**n|p(1,  regularly  and  normally,  and  then  make  it  easy  and 

••:.  ♦Ill  f4ir  men  to  secure  loans  on  reasonable  terms,  these  two 
.■•  .•Ir»ne  will  reduce  the  cost  of  building  20  per  cent. 
V'.  >TABLiai.  ^\o  question  about  it.    It  is  those  two  things  in  my 
'  '.n  that  are  most  needed  to-day,  the  ability  to  get  the  material 
rr  it  IP  to  \te  u.st»d  and  the  ability  to  borrow  money  to  build  the 
i:  ;r*  with. 
I  t  (  fiAiBMAN.  Whether  we  ought  to  go  right  at  the  root  of  it  all 
•  St  out  all  exee.^s-profit  ta.xes  and  then  reduce  the  income  tax  to 
^r  t»*rl,  pn>viding  in  its  place  an  expenditure  tax  or  something 
it  kind.  i-»  a  question  that  Congress  will  have  to  work  out. 
Mr.  STABi.rR.  It  si»em8  to  me,  Senator,  that  the  thing  that  will  pro- 
•  the  ri'^-ult  more  nuickly  is  the  exemption  of  mortgages.    I  am 
•t-rtttin  of  it.     It  you  gt»ntlemen  could  talk  to  borrowers  and 
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to  bankers  who  are  in  the  habit  of  doing  this  business,  as  I  am  doing 
every  day  and  all  day,  and  get  the  same  report,  no  difference,  only 
one  place  worse  than  the  other — if  you  could  do  that  you  would  have 
somewhat  the  feeling  about  it  that  I  have.  And  if  1  could  only  get 
it  into  the  committees  of  the  House  and  Senate,  if  I  could  only 
have  them  see  it  as  I  see  it  and  as  others  see  it,  I  can  not  believe 
that  they  who  are  responsible  to  the  Nation  for  its  welfare  would 
hesitate  a  minute  to  take  a  chance,  if  necessary,  that  the  income  of 
the  Government  be  lowered. 

The  Government  is  here,  gentlemen,  to  look  after  the  welfare  of  its 
people.  That  is  what  it  is  for.  That  is  what  you  gentlemen  are 
there  for.  And  if  you  deny  them  this,  if  you  deny  them  a  place  to 
cover  themselves  and  their  families  you  might  just  as  well  deny  them 
food,  because  food  is  not  much  good  to  them  if  they  haven't  a  place 
to  go  to. 

The  Chairman.  The  Government  has  either  to  encourage  people 
to  build  houses  themselves  or  else  it  has  got  to  go  into  the  building 
of  houses. 

Mr.  Stabler.  .Well,  do  you  think  the  Government  ought  to  do  that  ? 

The  Chairman.  Of  course,  I  am  not  for  that. 

Mr.  Stabler.  Are  you  proud,  sir,  of  what  was  done  by  the  Govern- 
ment in  building  houses  during  the  war?  I  went  to  one  city  not  long 
ago  where  the  Government  built  a  lot  of  houses,  and  the  Government 
is  willing  to  sell  them  to-day  at  about  33^  per  cent  of  what  they  cost^ 
so  I  was  told  by  a  Government  representative. 

The  Chairman.  Thank  you,  Mr.  Stabler:.  Mr.  Miller,  you  have 
been  connected  with  the  building  bureau  of  this  borough  and  with  tho 
building  department  of  this  city  for  many  years? 

STATEMENT  OF  MB.  RUDOLPH  F.  MILLEE,  STJFEBIKTENDENT  OF 
BUILDINOS  OF  THE  BOBOUOH  OF  liANHATTAN,  MUinCIFAL 
BUILDING,  NEW  YOBK  CITY. 

Mr.  Miller.  Now  I  am  again  connected  with  it  since  the  1st  of 
January  of  this  year — superintendent  of  buildings.  I  was  pre- 
viously connected  with  it  as  superintendent  of  buildings  in  1910 
to  1914,  and  then  for  a  while  as  chairman  of  the  board  of  standards 
and  appeals  of  the  city,  that  deals  with  building  matters.  I  will 
say  that  I  have  been  connected  with  the  building  department,  more 
or  less,  since  1895  in  different  capacities. 

The  Chairman.  Mr.  Miller,  you  are  also  president  of  the  associa- 
tion of  building  commissioners  of  the  United  States,  are  you  not? 

Mr.  Miller.  Yes;  an  organization  of  the  oificials  who  administer 
the  building  laws. 

The  Chairman.  I  know  that  in  the  course  of  your  official  duties 

?'0\i  have  given  some  thought  to  this  subject  of  housing  and  I  would 
ike  you  to  tell  the  committee  just  what  is  in  your  mind  concerning 
it,  if  you  have  any  advice  to  oner. 

Mr.  Miller.  I  am  afraid.  Mr.  Chairman,  I  can  not  give  you  nuicli 
in  the  way  of  advice  as  Mr.  Stiibler  has  given  it  to  vou.  It  may  help 
you  if  I  give  you  some  of  the  statistics  of  the  buil(iing  operations  in 
this  borough  as  we  see  them  now. 
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The  Chairman.  Thank  you. 

Mr.  Miller.  It  may  contribute  to  the  subject.  I  am  not  prepared 
to  draw  many  conclusions,  however.  Since  the  first  of  this  year  there 
have  been  a  great  many  buildings  contemplated,  more  building  opera- 
tions have  been  contemplated  in  this  year  than  ever  before,  but  that 
does  not  indicate  necessarily  that  there  is  great  activity  in  building 
o[K^rations.  There  is  a  good  deal  of  activity  here  in  this  borough  in 
the  larger  structures,  in  business  structures.  There  is  very  little  in 
hcmsing.  Ordinarily,  in  normal  times,  of  the  applications  made  for 
new  buildings  only  aoout  80  to  85  per  cent  are  actually  carried  out. 
I  should  say  at  this  time,  without  having  actually  examined  into  the 
ti^nires,  that  that  is  reduced  to  less  than  60  per  cent.  I  am  speaking 
entirely  ofFhand  in  that,  because  I  have  not  looked  at  the  figures. 

But,  as  I  said  before,  the  proportion  of  houses  in  contemplation 
themselves  is  very  much  smaller  than  ordinarily.  Ordinarily  in  nor- 
mal times  about  35  to  40  per  cent  of  the  contemplated  new  buildings 
:in>  for  the  purpose  of  housing.  When  I  say  this  now,  I  am  talking 
particularly  of  the  Borough  of  Manhattan.  I  am  not  very  familiar 
with  the  conditions  in  the  other  boroughs;  but  in  the  other  boroughs 
the  projxirtion  of  housing  is  very  much  greater  than  it  is  in  the 
lii»rough  of  Manhattan.  In  Manhattan^  in  ordinary  times,  about  35 
to  4<)  per  cent  of  the  contemplated  buildings  are  for  purposes  of 
tiMiising.  At  the  present  time  about  6  per  cent  of  the  buildings  con- 
t«*mplated  are  for  nousing. 

Then  there  is  another  phase  of  it,  which  is  perhaps  interesting, 
namely,  as  to  the  buildings  that  are  being  altered  in  this  borough. 
A  great  deal  of  the  work  is  in  the  way  of  sQtering  existing  buildings. 
A  much  larger  proportion  of  our  building  operations  are  in  tne 
way  of  alteration  than  in  any  other  borough,  but  an  examination  of 
the  alterations  contemplated  during,  I  might  say,  the  first  five  months 
►f  this  vear  showed  alx)ut  two-thirds  of  tnem  tended  to  reduce  hous- 
ing facilities  and  only  about  one-third  to  in  any  way  increase  them. 
Ju>l  to  what  extent  they  were  increasing  or  decreasing  our  figures  do 
ii«>t  show,  because  they  are  not  in  such  shape  that  we  can  very  well 
L'»n  it. 

Tlie  Chairman.  Would  it  be  possible  for  you  to  furnish  the  com- 
r  in**  information  indicating  the  number  of  houses,  new  houses, 
tR^-iiing  houses^  or  apartments  that  have  actually  been  con- 
•-'.•t*'«l  since  January  1,  1919,  for  instance,  and  also  having  in 

•  :.  i  t^^e  number  of  dwelling  houses  that  have  been  taken  down  in 
'  ••  ••:i\  of  Xew  York,  so  that  the  committee  may  know  whether  or 
•'<*  t*irr»*  was  an  actual  increase  or  decrease  in  the  housing  facilities 

the  liofuui^h  of  Manhattan?  I  have  heard  it  said  that  to-day 
'  -rr  i-i  le>-  housing  facilities  here  on  Manhattan  Island  than  there 

.-  4  y^ar  and  a  half  ago. 

Mr.  MiLi.KR.  I  think  the  statistics  would  show  that.  The  statis- 
'    -  .I,*-  they  have  l)een  kept  in  the  past  are  not  in  such  sha])e  that 

•  •  r. /piild  rea4lilv  show  that  and  thev  would  have  to  I)o  analvzed 
.  ..-i:*-  more  carefully  and  that  is  the  reason  I  haveirt  »Z()t  them 

iv  in  definite  form,  but  I  will  be  very  glad  to  furnish  tlie  com- 
•'*v  with  that  information  at  any  time  as  soon  as  I  am  able  to 


98  RECONSTRUCTION  AND  PRODUCTION. 

The  Chairman.  Thank  you,  and  then  you  can  let  us  have  it  when 
you  do  get  it? 

Mr.  Miller.  I  might  just  point  out  some  few  things  that  might 
throw  a  few  sidelights  on  this  condition,  if  you  care  to  hear  them. 

The  Chairman.  Thank  you ;  go  ahead, 

Mr.  Miller.  The  average  number  of  buildings  in  Manhattan  in 
normal  times  erected  for  housing  purposes  in  the  year  is  about 
170,  and  that  furnishes  about  6,(W0  apartments.  You  will  under- 
stand Manhattan  is  not  a  residence  section  largely  as  are  the  other 
boroughs,  so  that  our  figures  do  riot  seem  perhaps  large,  but  I  think 
they  will  in  a  way  reflect  the  situation.  Now,  in  the  three  years, 
1917,  1918,  and  1919,  there  were  only  76  buildings  actually  con- 
structed. 

Mr.  Franklin  T.  Miller.  Per  year? 

Mr.  R.  P.  Miller.  For  the  three  years,  furnishing  3,000  apart- 
ments for  that  period. 

The  Chairman.  For  1917,  1918,  and  1919? 

Mr.  Miller.  Yes;  in  other  words,  in  those  three  years  only  half 
as  much  was  furnished  in  the  way  of  housing  facilities  as  is  ordi- 
narily furnished  in  normal  times. 

The  Chairman.  In  one  year? 

Mr.  Miller.  In  one  year ;  yes. 

The  Chairman.  In  other  words,  it  was  one-sixth  of  the  normal  ? 

Mr.  Miller.  Yes;  about  one-sixth  of  the  normal.  The  private 
dwelling  in  New  York,  of  course,  in  Manhattan,  is  an  unimportant 
factor  in  the  housing  situation.  We  are  building  very  few.  They 
run  about,  well,  the  last  year,  or  at  the  present  time,  the  rate  has 
been  a  little  higher  than  ordinarily.  I  think  it  is  possibly  11  in 
the  year  average,  but  all  such  houses  are  of  the  character  that  they 
cost  $20,000  or  more  showing  that  they  are  for  people  of  means. 
The  two-family  house  has  been  a  thing  practically  unknown  for  a 
good  many  years  past  in  Manhattan,  but,  strange  to  say,  within  the 
last  year  it  has  come  in  again  and  we  have  had  more  two-family 
houses  than  we  have  had  private  houses.  Of  course,  the  tenement 
house  and  the  apartment  hotels  are  the  buildings  that  are  mainly 
put  up  in  Manhattan  for  housing  purposes. 

An  interesting  point,  perhaps,  just  a  sidelight  on  this,  is  the 
tendency  toward  other  types  of  construction.  It  seems  that  the 
business  building  and  the  amusement  building  are  a  much  better 
form  of  investment  than  houses  at  the  present  time,  so  that  we  have 
in  May  of  this  year  a  situation,  for  instance,  with  regard  to  amuse- 
ment buildings,  that  there  were  nine  proposed  for  which  permits 
had  not  yet  been  issued,  seven  for  which  the  permits  have  been  issued 
but  not  yet  begun,  and  four  under  actual  construction,  making  a  total 
number  of  20,  nearly  all  tending  to  decrease  the  housing  facilities. 
Those  20  proposed  amusement  buildings  replaced  probably  65  to  70 
residence  buildings.  In  the  replacement  there  were  also  about 
twenty-odd  business  buildings.  I  do  not  know  whether  there  is 
anything  more  I  can  say  except  to  furnish  you  with  the  previous 
iniormation  desired. 

The  Chairman.  Mr.  Miller,  do  you  know  anything  about  the  con- 
dition of  housing  in  other  cities  of  the  country? 

Mr.  Miller.  No  ;  I  am  not  familiar  with  that.  I  can't  talk  with 
an^  authoritv  on  those  other  cities. 
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The  Chairman.  Of  course,  the  building  of  these  amusement  build- 
ings and  office  buildings,  hotels,  and  other  large  buildings,  that 
doesn't  necessarily  mean  that  there  isn't  some  building  in  the  city 
of  Xew  York,  in  Queens  and  Brooklyn,  and  the  Bronx.  There  are 
a  ffreat  many  of  the  smaller  buildings  put  up  there. 

Mr.  MiiXER.  I  understand  from  the  other  superintendents  that 
there  is  a  great  deal  of  work  going  on  on  that,  but  nothing  near 
normal,  if  1  size  up  the  situation  right  in  the  other  boroughs.  It  is 
pretty  near  the  same  as  here.  They  are  building  about  one-fourth 
of  the  ordinary  number  that  they  would  build. 

The  CnAiR3f AN.  Mr.  Miller,  would  it  be  possible  for  you  to  get  for 
us  a  statement  from  the  other  superintenaents,  taking  the  last  five 
vears,  showing,  go  back,  saj^  further  than  that  to  get  the  normal 
iiuilding  before  the  European  war,  the  number  of  families  provided 
for  each  year  ? 

Mr.  Miller.  Well,  the  number  of  families  may  be  difficult  for  the 
•-uijerintendents  of  buildings  to  give,  becaude  the  statistics  are  not 
kept  that  wav,  inasmuch  as  the  tenement-house  department  is  looking 
after  that.  Vou  could  perhaps  get  it  much  better  from  Mr.  Mann, 
i\ie  commissioner  of  the  tenement-house  department. 

The  Chairman.  You  can  give  the  various  superintendents  of 
r*uildin<rs  my  compliments  and  say  to  them  that  I  have  asked  tAem 
to  xn^t  that  for  me. 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Mr.  Doyle,  what  is  your  occupation,  please? 

STATEKEHT  OF  lOL  EDWAB9  T.  DOYLE,  VICE  PBESIDENT,  BEALTY 
HOnCE  COBPORATION,  217  BBOASWAY,  NEW  YOBK  CITY. 

Mr.  Doyle.  I  am  vice  president  of  the  Kealty  Notice  Corporation 
afjtl  <lirector  of  the  bureau  of  information  and  research  of  the  real 
*^<tate  board. 

Th#*  CiiAiRMAX.  Mr.  Doyle,  you  have  given  a  good  deal  of  your 
fini**  ami  attention  to  this  subject  of  housing  of  late,  I  believe? 
Mr.  I>c»TLE.  Yes,  sir. 

The  Chairman.  The  committee  will  be  glad  to  have  you  give  us 
ai.y  infomiution  you  have  on  the  subject  and  any  recommendation 
.  .11  r-ATv  to  make  to  the  committee  for  any  legislation  that  Congress 
":  '.irht  vuAi'i  that  would  l>e  helpful. 

Mr.  Dorij^:.  I  think«  Mr.  Chainnan,  that  the  shortage  of  the  hous- 
j  •-icuation  l*egan  to  be  materially  affected  in  about  1901  or  1902 
T  •  .-r  tlif  t«ru*ment-house  laws  were  passed.  Up  to  1898  the  inimigra- 
'  Ti  t'»  thi-s  4-ountry  was,  as  a  rule,  from  the  north  of  Europe.  The 
-  '-r»-*ji«'<'ting,  thrifty,  hard-working  indej)endent  })e()ples  of  the 
rtfi  of  Kurr>i)e  came  here,  and  those  who  did  settle  here  wore  of  a 
•  .s  '■-»  r  ::iH*d  tyj>e.  A  great  many  of  them  of  the  poorer  chuss  lived  in 
»»i  i-uater  tenements  of  the  lower  part  of  the  city.  In  1M»S  the 
ira*  t«T  of  immigration  changed  and  larger  numbers  of  people 
':i»  fram  southeastern  F2urope  and  southern  Europe.  They  were  a 
T'-f'-rt  cla<«  of  neople,  with  different  manners  and  different  hiibits 
I  i\.»'}   L»Ta<hialIy  drove  out  of  their  cold-water  tenements  in  the 

•  •r  f  i-t  of  the  city  the  i)eople  who  were  there  an<l  came  in  them- 

•  •  .      B  It  instead  of  keeping  them  in  a  cleanly  and  decent  condi- 


•    ^ 
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tion,  they  overcrowded  them  and  produced  conditions  which  awoke 
the  sympathy  of  the  so-called  "  parlor  socialists  "  in  those  days,  and 
the  result  was  the  passage  of  laws  which  while  good  in  themselves 
made  the  ownership  of  property  more  difficult,  so  that  there  were 
two  results:  First,  it  changed  the  entire  character  of  landlordism 
of  the  poorer  class  tenements.  The  people  whom  I  represent  to  a 
large  degree,  the  Rhinelanders,  the  Goelets,  the  other  older  estates, 
sold  their  tenement-house  properties  and  they  passed  into  the  hands 
of  people  who  were  more  anxious  to  profiteer,  if  you  might  use  that 
word  on  the  tenant,  or  who  were  not  as  careful  of  their  tenants  as 
tlie  landlords  were  who  had  owned  before  the  advent  of  the  tenement- 
house  law,  and  then  the  better  class  of  the  poorer  people  were  forced 
out  of  those  tenements,  because  conditions  became  such  that  thev 
could  not  live  there  any  longer,  and  then  began,  as  you  know.  Senator, 
around  before  1907,  up  to  1907,  the  building  of  these  better-class 
apartment  houses  and  higher  grade  tenements ;  "  new  law  tenements," 
they  were  called,  and  from  1907  to  1914  the  city  was  overbuilt,  and 
it  was  a  very  common  practice  to  give  three  months  rent  free  as  the 
condition  precedent  to  becoming  a  tenant,  and  in  fact  the  tenant  had 
his  own  way  about  it,  and  they  became  unprofitable.  Foreclosures 
weye  frequent.  I  have  had  equities  of  thousands  of  dollars  offered 
to  me  for  $500  time  and  again,  first-class  apartment  houses,  up  to 
1914. 

Then  the  war  came  on  and  building  stopped  of  course  by  neces- 
sity and  lured  by  easier  ways  of  living  ami  by  higher  wages,  why 
people  came  into  the  cities  from  the  country  and  many  men  who 
went  to  the  war  left  their  families  in  the  city  and  there  was  a  hous- 
ing shortage  immediately. 

But  the  rents  did  not  begin  to  increase  until  about  1917.  In  1914 
there  were  938,000  apartments  in  greater  New  York. 

The  Chairman.  1018? 

Mr.  DoYLi:.  1914,  for  the  year  ending  December  81,  1914.  On 
December  31,  1919,  there  were  982,000  apartments  in  greater  New 
York.  So  you  see  that  in  that  length  of  time  there  were  only  44,000 
new  apartments  when  there  should  have  been  28,000  new  apartments 
annually  to  take  care  of  the  merely  normal  increase  in  population, 
and  during  that  time  there  was  an  abnormal  increase  in  population. 

After  the  signing  of  the  armistice,  builders  and  property  owners, 
those  who  had  vavant  land,  began  at  once  to  think  of  building. 
Renting  then  became  profitable,  I  mean,  rents  advanced  at  the  .be- 
ginning of  1917  and  then  in  1918  and  building  became  profitable  and 
men  turned  their  attention  toward  building. 

At  first  it  was  very  difficult  because  of  the  shortage  of  material 
and  the  shortage  of  labor  and  of  course  then  began  the  shortage  of 
money,  but  in  my  opinion  there  was  coming  a  real  building  boom. 
I  know  as  a  large  owner  of  vacant  lands  myself  I  intended  to  build 
even  with  those  difficulties  and  building  started,  but  in  1919,  the 
passage  of  the  rent  laws,  profiteering  laws,  especially  that  law  which 
permits  the  judge  to  give  an  indefinite  stay  on  ex  parte  testimony, 
made  it  impracticable  for  a  man  with  reasonable  common  sense  to 
invest,  especially  in  one-family  houses. 

The  CiiATRMAX.  That  stopped  tenement-house  building? 

Mr.  Doyle.  That  stopped  tenement-house  building. 
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The  Chairman.  Not  so  much  the  law  limiting  the  amount  of 
rental  increase  each  year,  as  the  law  that  gave  the  judges  the  right 
to  extend  a  lease  and  let  people  stay  in  ? 

Mr.  DoTLE-  That  is  exactly  it.  1  will  give  you  a  concrete  instance. 
I  had  four  frame  houses  that  I  have  owned  for  30  years.  I  wanted  to 
*M  rid  of  them  and  keep  only  my  good  house.  I  twice  had  an  oppor- 
tunity to  sell  them  at  a  very  good  price  to  men  who  wanted  to  get 
tliem  for  themselves.  From  inquiry  I  found  that  it  was  impossible 
for  me  to  get  the  tenants  out.  All  the  tenant  had  to  do  was  to  go  to 
liie  ju<lfre  and  swear  it  was  impossible  for  him  to  get  a  place  in  the 
imme<hato  locality  on  terms  suitable  to  himself  and  the  judge  said, 
**  We  win  give  you  a  stay,"  and  the  last  word  I  had  was  that  a  stay 
Would  be  given  until  the  1st  of  next  May,  so  that  it  was  impossible 
hfT  me  to  sell  my  frame  houses  although  1  had  men  who  were  anxious 
:ii:'l  Willing  to  buy. 

Yet  you  will  notire  that  commercial  building  is  reallv  beyond 
iiMrnial.  The  building  of  single  and  two-family  houses  is  beyond 
i.ormal. 

The  Chairman.  Is  that  so? 

Mr.  DoYLK.  Yes,  sir.  On  the  1st  day  of  July  of  this  year  5,()G7 
-iiirle  dwellings  were  under  construction  in  greater  New^  York; 
i.<w4»  two- family  houses,  while  at  the  same  time  there  were  only  282 
uiu*nii»nts  of  the  multifamily  house  being  built,  showing,  in  my 
,  1  IjTTJient,  of  course — and  mv  opinion  is  not  worth  any  more  than 
ariylKxly  else's— that  it  wasn\  so  much  a  shortage  of  labor  or  the 
-ijortage  of  material  or  the  lack  of  material,  although  all  these  were 
■^•ntriUiting  elements;  but  the  fact  that  a  man  felt  after  he  built  a 
b*\\-^  he  woultl  have  no  control  over  it  after  it  was  finished.  Those 
T»'*io  were  responsible  for  the  laws  say  they  do  not  affect  new  build- 
r.L'.  and,  of  course,  that  might  be  true  for  the  first  year;  but  a  man, 
.  -{'^Illative  buif<ler,  who  builds  to  sell,  doesn't  really  feel  that  a 
ii..in  would  buy  such  a  house  for  investment  and  then  have  no  control 

•  ♦T  it  after  the  first  vear,  and  certainlv  a  man  wouldn't  build  a 
"I'-e  of  that  kind  for  himself  as  a  l)uil(ler;  and  I  know  I  wouldn't, 

•  •  i  I  built  OS  hous<»s,  and  I  wouldn't  build  now  with  the  uncertaintv. 

Ihr  Chairman.  Don't  vou  think  that  the  unusually  high  costs  at 

•  .♦•  present  time  retard  building  of  that  character  more  than  the 
r---.ns  you  state? 

Mr.  lioTix.  I  don't  think  so.     I  don't  think  that  there  would  be  as 

'i  multifamily  houses  as  there  might  be  if  things  were  more  rea- 

• '  J»lf.  but  I  thmk  if  the  men  who  build,  if  they  could  see  nrospec- 

•  -  ^^•^:t*^,  no  matter  what  the  cost  is,  they  would  build.     Ihev  are 
.  !.:i;r  ctimmercial  buildings.     There  are  C,()0(),()(M)  scpnire  feet  of 

•'  H  -p-iif  iK'intr  Innlt  ritrht  in  this  section,  riglit  here  in  the  Forty- 
••"fi'l  Scn»et  se<-ticm.  You  have  hcanl  what  Mr.  Miller  testified 
«    ^»  th»»  enormous  amount  of  conunercial  building,  for  the  increase*! 

•  •  'it  ih.il  they  ran  get  with  higher  rents. 

i '.♦•  CiiAiKMAN.  Buildintr   private   apartment   houses  and   dwell- 
*.-  f'»r  iirw  tenants  competes  with  every  old  one^ 
*«fr.  I*<»tij:.  Yes;  that's  the  idea. 

J  .-  ( 'if  AIRMAN.  An<l  the  builder  feels  that  it  is  a  'rreat  risk  ^ 
Mr   Ih^ris.,  Yes.    There  is  another  element  that  1  think  I  sIkmiM 
tour  attention  to:  There  is  a  greater  clliciency  of  labor  on  smaller 
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units  that  there  is  on  larger  units;  in  building  a  two- family  house 
where  there  are  only  six  or  seven  or  eight  men  working  there  is  a 
much  greater  efficiency  of  labor  than  there  is  on  larger  units  where 
there  are  shop  stewards  and  limited  production  and  all  sorts  of  other 
elements  that  come  in,  where  there  are  a  great  many  men  working. 
You,  as  a  practical  builder,  know  what  I  mean  by  that. 

The  Chairman.  I  think  you  said  the  tenement-house  law  retarded 
building,  did  you  not  ? 

Mr.  Doyle.  Yes.  In  1901, 1  think,  the  passage  of  those  laws  for  a 
time  had  the  effect  of  retarding  building. 

The  Chairman.  And  you  said  from  1907  to  1914  we  built  a  great 
many  of  the  new  law  tenements? 

Mr.  DoTLE.  New  law  tenements  or  apartment  houses. 

The  Chairman.  Don't  you  think  the  tenement-house  law  had  the 
effect  of  preventing  the  building  of  tenement  houses  for  poor  people 
to  live  in  ? 

Mr.  Doyle.  No  question  about  it. 

The  Chairman.  That  thej^  were  forced  by  the  effect  of  the  law  to 
go  into  older  tenements  and  in  a  great  many  cases  to  double  up  ? 

Mr.  Doyle.  Xo  question  about  it. 

The  Chairman.  In  other  words,  since  the  enactment  of  the  tene- 
ment-house law,  good  as  it  was,  splendid  as  was  its  conception,  there 
has  been  little  or  no  buildings  constructed  for  poor  people — ^the  $S 
a  day  man  ? 

Mr.  DoYi^.  Very  few  of  them.  It  would  be  absolutely  uneconomic. 
if  wages  are  going  back  anywhere  near  what  they  were,  for  an  ordi- 
nary man  to  rent  a  house. 

The  Chairman.  Or  would  it  be  possible  to  build  a  house? 

Mr.  Doyle.  It  wouldn't  be  possible  to  build  a  house. 

The  Chairman.  I  recall  at  the  time  of  the  passage  of  the  tenement - 
house  law  that  I  opposed  it,  because  I  feared  that  very  thing.  I 
was  afraid  that  we  would  do  nothing  in  that  law  for  the  poor  man, 
for  the  man  and  woman  who  had  to  struggle  for  a  living. 

Mr.  Doyle,  Senator,  it  also  changed  the  character  of  the  men 
who  owned  such  houses.  You  know.  Senator,  that  all  men  don't 
build  apartments — I  mean  outside  of  the  speculative  builder.  You 
take  the  old  countryman  who  came  here,  and  his  desire  to  be  a 
landlord  overweighed  everything  else.  Then  there  are  men  like  my- 
self, who  have  a  desire  for  constructing  things.  I  have  more  pleasure 
in  watching  a  house  go  up  that  I  am  building  than  from  the  profit  I 
will  make  out  of  it.  I  love  to  build  a  house,  to  see  them  go  up,  and 
then  there  was  the  pride  also  of  being  a  landlord,  and  the  tenement- 
house  law  operated  with  a  strict  enforcement  at  the  beginning, 
operated  to  put  the  landlord  in  a  class  that  wasn't  desirable  and 
did  not  create  pride  of  ownership. 

The  Chairman.  It  increased  the  cost,  so  that  it  wasn't  possible  to 
build  a  three-family  or  four-family  house  and  sell  it  to  the  man 
who  kept  one  of  the  apartments  and  rented  the  rest  out  ? 

Mr.  Doyle.  That  is  just  exactly  what  occurred.  Of  course,  you 
can  not  do  anything  as  far  as  the  vState  is  concerned — in  my  judg- 
ment, the  best^thing  the  State  could  do  would  be  to  have  a  law  like 
the  Blackwell  law,  whiih  would  compel  a  landlord  to  give  a  tenant 
six  months'  notice  and  would  also  compel  the  tenant  to  give  the  land- 
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lord  six  months.  It  is  really  one  of  the  best  measures  proposed  up 
there,  and  it  does  not  provide  for  this  indefinite  stay  on  ex  parte 
testimony. 

But  as  far  as  your  committee  is  concerned,  the  excellent  work 
you  have  already  done  in  regard  to  housing,  transportation  of 
iMiUding  material,  if  you  would  supplement  that  by  having  Con- 
;rress  take  the  tax  oif  the  income  from  mortgages,  I  think  you  have 

•  lone  all  that  is  possible  for  you  to  do  to  help  building.  "  I  think 
tiie  law  of  supply  and  demand  would  soon  operate.  1  think  you 
would  have  a  great  deal  of  building;  but,  personally,  there  is  one 
feiiture  of  this  whole  tiling  which  I  tliink  is  a  very  good  thing,  and 
ih:U  is  the  way  it  has  practically  forced  men  to  buy  their  own  homes. 
There  are  1.416  new  houses  under  construction  in  the  Borough  of 
I^ichniond  alone,  and  those  men  are  better  citizens. 

I  sent  you  a  letter  some  time  ago  from  James  H.  Davidson,  of  the 
>rttten  I.sland  Shipbuilding  Co.,  which  has  3,500  employees.  This 
<i>nipany  has  been  operating  for  30  years  on  Staten  Island.  The 
majority  of  the  employees  own  their  own  homes.  They  have  abso- 
lutely no  labor  turnover;  they  operate  as  an  open  shop;  never  have 
the  slightest  difficulty,  take  anybody,  and  they  wish  to  call  the 
attention  of  the  community  generally  to  the  desirability  for  their 
♦•iiiI>loyees  owning  their  own  homes.  In  Brooklyn  there  are  a  great 
manv  new  houses  being  built  and  in  Queens  there  are  a  great  many 
-iiiirie  hous*»s  being  built,  but  of  course  that  doesn't  take  away  the 
i,t^  >*-v^itv  of  having  these  multif amily  houses. 

The  ("hairman.  You  have  heard  the  suggestion  that  the  legisla- 
t  jre  enact  a  law  exemptinjy  from  taxation  new  building  for  a  period 
of  veai>.    ^\"hat  do  you  think  about  it? 

ilr.  Doyix.  I  don't  want  to  give  my  personal  opinion  about  it  be- 

•  •»in^*  tlie  real  estate  board  has  taken  no  affirmative  action  on  it  and 
'*'r.ir  more  or  less  an  emi)loyee  of  that  board  I  don't  want  to  say 
..:.\thiiig  that  might  l)e  construed  either  one  way  or  the  other,  al- 
rtio-jirli  the  feeling  there  is  rather  against  it.    I  know  the  Brooklyn 

•  ari  of  brokers  feel  the  same  wa^y,  that  while  it  would  give  build- 

•  ir  now  a  handicap,  it  might  bring  it  into  unjust  competition  of 
:  -  m^-n  who  already  owned  real  estate. 

Th**  Chairman,  lias  your  attention  l)een  called  to  the  provision 
f  tS»'  **]'i{iping  bill  which  exempts  from  the  excess-profit  tax  the 

•  r'-rit**  of  American  vessels  in  foreign  trade  providing  these  profits 
••  r  r»-  .nM'-te<l  in  the  building  of  new  ships  i 

Mr.  I>i^YLK.  Yes. 

T*i*'   CiiAiRMAX.  How    would    it    work    in    the   building   of    new 

■  i-^-.-r 

Mr.   iXiTLF..  I  think  it  would  prolmbly  work  well.     The  nitiyor's 

.  :-'Ti;:  '*onfen»nce  committee  is  in  favor  of  that  exemption  of  build- 

•  J  ir-.'ij  taxation. 

!'•.•'  i  HviiiMAN.  Exempting  profits  on  the  sale  of  new  buildings? 
Mr     I>'»tij:.  Well,  they  are  in   favor  of  exempting  the  buildings 
-    -21  taxation  for  a  long  term  of  years,  say  for  eiglit  years,  with  a 
--r  -^  y.t  lax  rate,  that  would  be  24  j)er  rent. 

r.  ♦•  C'ifiittMAX.  Of  course,  if  you  do  that,  if  you  enac^ted  laws  of 

;:  •  uirii*t«T,  you  could  confine  that  to  just  the  M)rt  of  I  Miriness  you 

'     M  t-»  bt-lp.  you  could  exempt  office  buildings  or  factory  buildings 
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or  warehouses  or  terminal  buildings  and  apply  that  only  to  buildings 
exclusively  to  housing  purposes  ? 

Mr.  Doyle.  The  State  had  done  that  in  the  way  of  reforesting 
lands.  They  exempt  from  taxation  any  land  of  a  man  who  plants 
so  many  trees  and  it  has  been  held  to  be  constitutional. 

The  Chairman.  Have  you  heard  much  said  in  favor  of  repealing 
for  a  limited  period  our  usury  laws  ? 

Mr.  Doyle.  I  have  heard  a  great  deal  said  in  favor  of  it.  I  don*t 
think  it  ought  to  be  done  so  far  as  first  mortgages  are  concerned,  but 
it  might  be  done  to  advantage  as  far  as  other  mortgages  are  con- 
cerned, because  as  a  matter  of  fact  now  the  usury  law  doesn't  mean 
anything,  so  far  as  second  mortgages  are  concerned,  a  man  will  pay 
8  or  9  or  10  per  cent. 

The  Chairman.  Well,  I  have  been  told  that  first  mortgages  call- 
ing for  interest  at  6  per  cent  with  bonus  the  total  increase  is  10  per 
cent. 

Mr.  Doyle.  There  isn't  any  doubt  about  it. 

The  Chairman.  Of  course,  if  that  is  being  done  and  then  there  is 
the  difficulty  of  obtaining  building  material  it  makes  the  problem 
very  hard,  indeed. 

Mr.  Doyle.  There  are  very  large  building  operations  going  on  now 
where  on  a  million  dollar  mortgage  $900,000  is  paid;  interest  is 
charged  against  the  full  amount  which  is  really  one  way  of  giving 
a  bonus. 

The  Chair3ian.  And  getting  around  the  usury  laws. 

Mr.  Doyle.  And  getting  around  the  usury  laws.  The  bad  effect 
of  any  change  in  the  present  law  would  be  the  calling  in  of  all  ex- 
isting mortgages. 

The  Chairman.  That  would  be  very  bad. 

Mr.  Doyle.  That  would  be  really  desperate.  I  have  mortgages 
still  out  at  5  per  cent. 

Mr.  Miller.  Mr.  Doyle,  you  are  secretary  of  the  mayor's  housing 
committee  ? 

Mr.  Doyle.  Yes,  sir. 

Mr.  Miller.  Can  you  mention  the  different  committees  that  have 
been  giving  this  housing  matter  consideration  during  the  last  two  or 
three  years? 

Mr.  Doyle.  Well,  I  think  that  would  be  better  done  by  Commis- 
sioner Mann,  who  is  the  chairman  of  our  committee. 

Mr,  Miller.  Have  you  formed  an  opinion  at  all  as  to  the  drift  of 
the  demand  for  the  cities  or  States  to  loan  money  being  tax  exempt, 
if  some  tax  exemption  is  not  given  to  the  citizenry? 

Mr.  Doyle.  Well,  there  is  a  strong  demand.  In  the  Democratic 
platform  at  Saratoga  there  was  a  plank  put  in  urging  State  aid, 
loaning  money  at  a  low  rate  of  interest,  although  I  know  Commis- 
sioner Mann  called  the  attention  of  the  committee  that  the  State 
itself  couldn't  borrow  money  at  a  low  rate,  so  that  it  would  be  rather 
difficult  to  loan  money  at  low  rates,  unless  it  put  the  debt  on 
the  taxpayer,  but  the  city  of  New  York  has  money  in  its  sinking 
fund  which  can  be  used  by  the  amendment  of  an  ordinance.  Under 
the  charter  the  money  of  the  sinking  fund  has  to  be  invested,  under 
a  law  which  was  passed  in  1854,  either  in  Government  or  State  or 
city  bonds,  and  it  could  be  amended  and  under  proper  safeguards 
permit  part  of  that  money  to  be  loaned  under  bond  and  mortgage. 
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Mr.  Miller.  You  think  that  could  be  done  without  legislative 
action? 

Mr.  Doyle.  By  the  amendment  of  the  ordinance.  This  money, 
«-hich  is  held  there  for  the  benefit  of  the  holders  of  securities,  is  not 
really  city  money ;  I  mean  to  say  it  really  belongs  to  the  sinking  fund 
itself.  If  a  mortgage  bearing  5  per  cent  or  5^  per  cent  could  be  made 
ju.«t  as  good  as  any  State  or  Government  bona,  why,  there  isn't  any 
moral  reason  why  it  couldn't  be  done. 

Mr.  Miller.  How  is  that  money  invested  to-day  ? 

Mr.  DoTLE.  In  city,  State,  or  municipal  bonds,  or  carried  on  bal- 
ance in  the  bank. 

Mr.  Miller.  Well,  how  much  is  available  of  that  fund  now? 

Mr.  Doyle.  The  chief  accountant  says  perhaps  $60,000,000  might 
l»e. 

Mr.  MiLLKR.  That  would  require  the  city  to  sell  all  its  holdings  in 
l»<>nd«  and  other  securities? 

Mr.  DoTi^E.  Not  necessarily.  There  is  quite  a  large  amount  of 
iiioiifv  on  deposit,  and  then  there  is  money  coming  in  all  the  time 
V.  hirh  they  are  investing  all  the  time.  The  bad  effect  it  might  have 
«-ouKi  lx»  that  it  might  make  a  smaller  market  for  city  securities, 
Um  ause  the  citv  is  in  the  market  all  the  time  to  buv  its  own  securi- 
\\ir^,  hxii  that  in  our  opinion  is  better  for  the  city  to  go  into  than 
:ii  file  building  of  houses  itself. 

Mr.  Miller.  Has  the  city  ever  invested  its  sinking  tund  in  real 
♦->tate  mortgages  before? 

Mr.  Doyij:.  Xo;  the  city  has  invested  the  trust  funds  held  by  the 
<  h.nml>erlain.    Those  can  l)e  invested  on  mortgages. 

Mr.  Miller.  And  they  have  done  that? 

>Ir.  IX>TLE.  They  have  done  that.  The  result  was  not  very  satis- 
ixrUwy,  l)ecanse  it  wasn't  properly  done.  The  suggestion  has  been 
r.ia«le  that  a  corporation  be  formed  with  men  of  higher  character 
'  own  the  street  and  the  heads  of  various  title  companies,  and  then 
tfii*  *iinkiii«r  fund  itself  be  made  a  corporation  for  the  purpose  of  in- 
-.  ♦—Tinir  this  money  in  bond  and  mortgage,  probably  to  have  them 
ir   ;-rant4*eil. 

Mr  >IiLLER.  Mr.  Doyle,  do  you  know  how  much  money  is  loaned 
.  L  I -*•!!' I  and  mortgage  in  the  city  of  New  York  each  year? 

Mr.  I>»>YLE.  In  normal  times? 

Mr.  MiixKR.  Yes. 

Mr.  I><»Yi.K.  WelK  I  .sliould  think,  I  don't  know  exactly  by  mem- 
.  ^% .  iMit  I  should  think  five  or  six  hundred  million  dollars. 

>fr.  MitXKK.  Do  you  know  the  total  amount  of  money  loaned  on 
•-.f    I  and  inortpige  in  the  city  of  New  York  to-day? 

Mr.  r><iYLE,  No:  I  don't,  lo-day.  I  Tmderstand  Mr.  Parish  has 
-♦•r-  jr»*ttii)xr  that  together. 

Mr.  MiLijJi.  It  probably  exceeds  five  or  six  billion  dollars.  My 
-•-•dle^^ion  is  that  it  is  close  to  six.     I  had  the  figures  at  one  time. 

Mr.  DtiYLT.  Yes:  I  did.  too,  but  I  don't  think  it  was  as  much  as 

.  X   Ki)lir>ns,    The  total  assessed  valuation  of  real  estate  in  the  city 

'   N*-w  York  is  $8/)(HM>KMMM)  or  thereabouts  and  the  probabilities 

\r9   tl.at  a  jrreat  deal  of  that  is  mortgaged  up  to  00  per  cent,  some 

-  .T.  njori*,  so  it  might  l)e  possible  that  there  wouhl  be  $5 ,()()(), (MM ),()()(), 

c  liAnllv  six. 
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Mr.  Miller.  You  thinlc,  if  the  city  loaned  its  money  from  the  sink- 
ing fund,  it  would  be  helpful? 

Mr.  Doyle.  Why,  it  is  only  something  that  might  be  done  in  an 
emergency. 

The  Chairman.  I  know  of  a  title  company  in  New  York  City 
which  was  overloaned,  that  to  clear  up  it  assigned  to  a  savings  bank  a 
number  of  splendid  mortgages  at  the  exact  rate  which  was  loaned 
and  guaranteed  the  payment. 

Mr.  Doyle.  Yes,  sir.  The  only  thing  we  thought  about  this  sink- 
ing fund  proposition  was  to  avoid  the  tremendous  pressure  that 
is  now  being  made  on  every  politician  in  the  city — the  mayor 
has  been  rather  favorable  to  it,  and  of  course  the  two  Republican 
members  of  the  board  of  estimate  have  openly  expressed  themselves 
in  favor  of  the  city  building  houses ;  and  you  know  what  they  would 
mean,  our  experience  with  the  building  of  schoolhouses  and  the 
building  of  municipal  buildings  and  all  that  sort  of  thing.  You 
know  the  only  result  would  be  a  very  additional  burden  on  the  tax- 
payer, and  the  city  couldn't  possibly  build  houses  as  cheaply  as  we 
do,  judging  by  past  experience,  for  eventually  the  cost  would  be  so 
high  that  nobody  could  live  in  the  building.  We  thought  even  lend- 
ing the  money  of  the  sinking  fund  would  be  better  than  that. 

The  Chairman.  Mr.  Doyle,  you  have  heard  two  different  proposi- 
tions urged  upon  Congress,  one  of  exempting  the  income  on  mort- 
gages up  to  $40,000  when  the  mortgage  is  held  by  an  individual  and 
the  other  one  urged  by  Mr.  Stabler  that  all  mortgages  on  real  estate 
be  exempt  from  the  income  tax  on  mortgages? 

Mr.  Doyle.  Well,  I  understand  that  the  $40,000  proposition  was 
merely  because  it  was  felt  that  they  couldn't  get  any  other  bill 
through.  I  am  in  favor  of  the  unlimited  exemption,  but  I  was  per- 
fectly willing  to  leave  it  to  you  and  Congress  to  determine  what 
kind  of  a  bill  to  pass. 

The  Chairman.  You  would  like  to  exempt  the  income  on  all  mort- 
gages ? 

Mr.  Doyle.  Yes,  sir ;  but  to  take  whatever  bill  you  can  get  through. 

STATEMENT  OF  MB.  FEANK  MANN,  GOMMISSIONEB  OF  THE  TENE- 
MENT HOUSE  DEPARTMENT,  NEW  YOEK  CITY. 

The  Chairman.  Mr.  Mann,  you  are  commissioner  of  tenements  in 
the  citv  of  New  York? 

Mr.  "Mann.  I  am. 

The  Chairman.  You  are  chairman  of  the  mayor's  housing  com- 
mittee ? 

Mr.  Mann.  I  am. 

The  Chairman.  Do  you  know  how  many  committees  there  are  in- 
quiring into  the  subject  of  city  or  State  housing? 

Mr.  Mann.  The  only  committees  that  I  know  of  are  the  governor's 
reconstruction  commission,  which  is  a  State  organization,  headed 
by  Judge  Abram  I.  Elkus,  and  then  the  mayor's  housing  conference 
committee,  of  which  I  am  the  chairman. 

The  Chairman.  Isn't  there  a  committee  headed  by  Senator  Lock- 
wood? 
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Mr.  Mann.  And  then  there  is  the  legislative  committee,  of  which 
^^enato^  Lockwood  is  the  chairman. 

The  Chairman.  Mr.  Mann,  the  committee  has  asked  you  to  come 
here  to-day  to  give  us  such  information  as  you  think  would  be  help- 
ful to  us  in  giving  to  Congress  an  accurate  presentation  of  the  need 
of  housing,  particularly  as  applied  to  the  city  of  New  York.  We 
know  that  you  have  gone  thoroughly  into  the  subject  and  felt  that 
perhaps  you  might  be  able  to  be  of  some  help  to  us  in  the  work  we 
jire  trying  to  do. 

Mr.  Mann.  Well,  the  situation  in  the  city  of  New  York  is  quite 
obvious  so  far  as  the  shortage  of  housing  is  concerned.  Everybody 
knows  that  knows  anything  at  all  that  there  is  a  shortage  of  nouses 
to  the  extent  of  approximately  100,000  apartments.  In  normal  years 
the  tenement  house  department  recorded  annually  the  construction 
of  2>»,(XH)  apartments. 

The  Chairman.  For  the  whole  citv? 

ilr.  Mann.  Through  the  city.  That  was  augmented  by  approxi- 
niat«*Iy  7,0()0  private  houses  and  two-family  houses  and  apartments 
:n  apartment  hotels,  so-called  nonliousekeeping  apartments. 

During  the  last  four  years  the  average  construction,  so  far  as 
f*-uenifnt  houses  is  concerned,  dwindled  down  to,  I  should  judge, 
if»**ijt  4.<MX)  per  annum.  At  the  present  time  there  are  under  con- 
-trut^tion  approximately  3(K)  tenement  houses.  There  are  under  con- 
-•ni'-tion  approximately  12,000  one  and  two  family  houses.  So  that 
.t  i^  quite  apparent  that  the  shortage  will  continue,  and  by  1921  we 
'**ll  kie  short  12(),(M)0  apartments. 

The  difficultv  seems  to  have  been  because  of  three  distinct  condi- 

•  .n.-- :  Fii>t,  tlie  shortage  of  money;  that  is,  money  for  building 
:  ,t-tnieiit  purposes,  mortgage  money,  and  money  to  build.     The 

irtage  was  due  to  the  timidity  of  capital,  because  of  the  high  cost 
.f   y»i«^tni<'tion,  which  made  capitalistvS  feel  that  in  due  time  a  dolla- 

•  iU  would  result  in  a  lesser  value.  They  were  apprehensive,  tliere- 
.  r*-.  ifch<»n  they  loane<l  their  money  to  give  as  little  in  lending,  to 
-.  i^r  t>>  [)er  rent,  which  the  law  allowed.     For  instance,  savings 

-•fiA.-,  t^u•^t  companies,  and  life  insuram^e  companies  and  trust  estates 

-  •  rf  permitted  to  loan  up  to  00  per  cent.     At  the  present  time  they 

r-  i\  lite  unwilling  to  loan  CO  per  cent  on  account  of  the  high  cost  of 

-  -tr-j'-tion,  on  the  theory  that  in  a  number  of  years  a  recession  of 

-  rtr-t  Would  l;e  brought  about,  and  then  they  would  have  on  their 
iTi'S  buiMinjr^  where  the  mortgage  might  amount  to  as  high  as  80 

-  r  '  ••nt-     The  second  element  was  the  shortage  of  building  material. 
1  ..••  third  is  the  shortage  of  labor  and  the  high  cost  of  labor. 

^11  of  the-^*  three  elements  combined  militated  against  the  con- 
"--  -ri'»n  of  housi»s.     One  single  one  of  these  factors  might  be  fatal, 

.t  mh^u  the  three  of  them  are  combined,  why  it  is  quite  evident  that 

•  n.  r-t  \^  fataL 

Ir*   niv  jndirment,  there  is  only  one  way  to  bring  about  building 

-  trS'tion.     Some  s|)ecial  inducement  must  be  given  investment 
•  a1  whfn  you  consiiler  that  the  high  cost  of  building  to-day  neces- 

.t»  -  !nrrcasf»d  rentals,  and  that  these  new  buildings  must  compete 
•;.  t\^  i^xMing  huiltlings.     Some  inducement  must  be  offered  to  the 
%n  wh^ri  fwihls  to-day  in  order  to  meet  the  advantage  that  the  other 
■    ^0w  Lrs  that  own  ah  existing  building. 
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That  can  be  done,  in  my  judgment,  in  several  ways.  The  com- 
mittee in  its  report  suggested  that  first  of  all  we  ougnt  to  have  the 
exemption  of  the  income  tax  on  mortgages.  That  would  induce 
investoi*s  to  come  into  the  mortgage  market.  The  mortgage  market 
is  l)eing  drained  to-day  because  of  the  inducements  that  are  being 
offered  by  the  different  high-class  securities  that  are  offered  in  the 
open  market  at  high  rate  of  interest,  by  the  inducement  of  other  tax- 
exempt  securities  that  bring  a  high  rate  of  interest,  and  I  repeat  that 
in  order  to  enable  the  mortgage  money  to  come  back  into  the  field 
and  at  the  same  time  prevent  draining  of  the  mortgage  market  to-day 
some  inducement  must  be  offered  to  capital  to  come  in. 

In  my  judgment,  tliat  will  not  be  enough,  because  to-day,  even  if 
mortgage  money  can  be  had,  it  can  only  be  had  at  a  high  rate  of  in- 
terest compared  to  the  rates  of  interest  that  were  charged  in  pre- 
war times.  You  could  get  all  the  mortgage  money  you  wanted 
prior  to  the  World  War  at  5  per  cent  interest  on  the  first  mortgage 
and  the  basis  of  60  per  cent  of  the  market  value.  To-day  you  can  not 
get  over  50  per  cent  of  the  cost  of  construction  plus  the  land. 

The  C'li AIRMAN.  Dijficulty  in  getting  that? 

Mr.  Mann.  Yes;  and  the  difficulty  in  getting  that  is  due  to  the 
reasons  that  I  have  already  enumerated.  Another  remedy  that  the 
connnittee  proposed  in  order  to  meet  that  additional  handicap  and 
to  offer  an  additional  inducement  to  builders  to  come  in  is  to  exempt 
new  construction  for  a  limited  period  of  vears  from  local  taxation. 
The  theory  upon  which  that  was  advanced  was  that  it  would  not  be 
a  discrimination  against  existing  houses  or  owners  of  existing  houses, 
because  they  are  already  enjoying  the  benefits  of  the  low  cost  of 
<u)nst  ruction  compared  to  the  high  cost  of  construction  that  the  new 
builder  must  compete  with.  The  cit}'  can  lose  nothing,  because  if  you 
don^t  offer  any  inducement  there  won't  be  any  buildmg  and  the  city 
will  get  no  increased  revenue  from  taxes  on  improvements.  If  you 
offer  the  inducement,  the  city  will  eventually  be  the  beneficiary, 
because  at  the  expiration  of  the  limited  period  of  time  which  the 
committee  had  in  mind  the  city  gets  the  benefit  of  the  taxation  value. 

The  (Chairman.  Did  you  limit  that  for  five  years? 

Mr.  Mann.  Well,  the  committee  specified  no  time.  It  was  the 
opinion  of  scmie  of  the  members  that  it  might  be  5;  others  thought 
it  might  be  8;  others  thought  it  might  be  10  years. 

The  Chairman.  Would  you  limit  it  to  dwelling  houses? 

Mr.  Mann.  To  dwelling  houses  of  not  less  than  six  families. 

The  Chairman,  You  wouldn't  give  that  to  the  one  and  two  family 
houses  ( 

Mr.  Mann.  No;  and  the  reason  for  that  is  that  the  famine,  in 
housing  to-day  is  more  acute  for  the  class  of  houses  needed  for  the 
workmen.  Tile  average  workman,  in  the  judgment  of  the  committee, 
can  not  pay  more  than  $35  per  month  for  his  apartment.  The  cost 
of  construction  of  an  apartment  house  to-day,  when  you  consider  the 
improvements  that  are  demanded  and  the  general  conception  of  what 
an  apartment  house  ought  to  be,  make  imperative  a  rental  of  $15  to 
$!>()  a  room,  and  that  would  mean  for  a  five-room  apartment  $75  to 
$100,  and  the  average  workman  can  not  pay  that.  There  is  a  miscon- 
ception, too,  as  to  the  number  of  people  in  the  commimity  who  live 
in  the  so-called  improved  apartments.    The  average  conception  seems 


RECONSTRUCTION  AND  PRODUCTION.  109 

to  be  that  everybody  wants  to  live  in  a  steam-heated  flat,  with  hot- 
water  supply  and  janitor  service.  Well,  the  fact  is,  so  far  as  sta- 
tistics show,  that  approximately  90  per  cent  of  the  people  who  live 
m  tenement  houses  live  in  cold-water  flats  and  only  about  10  per  cent 
live  in  steam-heated  apartments. 

The  Chairman.  Mr.  Mann,  right  there;  is  it  possible  for  you  to 
ihII  the  committee  how  many  new  law  tenements  have  been  built 
>:nce  the  law  went  into  effect  in  1901  ? 

Mr.  AIann.  About  44,000. 

The  Chairman.  About  how  many  families  were  accommodated? 

Mr.  Mann.  The  number  of  families  accommodated — there  are  a 
t'tal  approximately  of  1,000,000  apartments  altogether. 

The  Chairman.  Of  every  character? 

Mr.  ilANN.  Of  every  character;  and  the  44,000  new  tenements,  I 
til  ink  they  aggregate  about  44  per  cent  of  the  total. 

The  Chairman.  I  thought  it  wasn't  as  great  as  that? 

Mr.  Mann.  I  have  been  just  informed  tnat  I  am  mistaken,  that  it 
-  \i\toui  28  per  cent.  I  had  the  figures,  but  I  haven't  any  available 
..iia  with  me.    It  is  about  28  per  cent. 

The  Chairman.  Of  course,  a  great  many  of  the  new  tenements  are 
mIIv,  as  we  generally  term  them,  "  cold  water,"  having  hot  and  cold 
'  Iter,  but  having  no  heat. 

Mr.  Manx.  They  have  no  heat.    A  great  many  of  them  have  hot- 

•  iter  supply  without  a  central  heating  system,  but  the  largest  por- 

•  n  of  them,  particularly  outside  of  the  Borough  of  Manhattan,  are 
..ti  we  term  cold-water  flats,  without  any  hot- water  supply. 

I  lie  C11AIR3IAN.  Built  under  the  new  law  ? 

Mr.  Mann.  Built  under  the  new  law. 

The  Chairman.  I  see. 

Mr.  Manx.  I  had  in  mind  that  the  need  of  the  day  is  for  the 

•  rkman's  apartment,  that  can  be  built  to  rent  for  about  $30  to  $35, 
'.  iftirtment  of  five  rooms  and  bath.    My  experience  and  the  statistics 

•  tue  department  show  that  there  have  been  thousands  of  such 
-^  built,  particularly  in  Brooklyn  and  in  Queens,  and  they  are 

-  Oijst  >ucressful  houses  that  have  been  built  under  the  tenement- 
»-«*  law,  from  a  financial  point  of  view  and  from  a  low-rent  point 
f  uew. 
!..»-  Chairman,  How  many  families  do  they  accommodate? 
Mr.  Maxn.  They  accommodate  six  families,  each  house,  and  they 
.  •-  rivo  r(H»ms  and  bath. 

If  i  iiAiKMAX.  Hot  and  cold  water? 
^fr.  Mann.  Running  throuph  from  street  to  yard.    They  have  a 

■  rxuiro  in  the  kitchen.  This  kitchen  coal  range  operates,  first, 
•H-k  the  meals  of  the  household,  and  while  they  are  cooking  the 
.  Th»-y  an-  heating  the  dining  room  and  the  kitchen  and  so  much 

•  *  *-  r»-!rfirmm  as  thev  mav  want  to  heat,  and  at  the  same  time  thev 
'  •  i;»]'iyintr  thoms<»lves  with  hot  water  through  a  hot-water  back 

■  -  mn;!**  and  a  l>oiler.  It  is  the  most  economical  system  that  I 
•;  nk  of. 

.'  '  »i«Tm|re  workman's  family  doesn't  live  in  the  entire  apartment 
'  :r  tli^  day.  They  only  live  In  the  kitchen  and  in  the  dinmg  room. 
.^  the  hitsband  is  out  to  work,  the  children  are  at  school,  it 

••  fie  anv.  and  the  housewife  confines  herself  to  the  kitchen  and 
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the  dining  room;  and  when  the  family  is  together  they  live  in  the 
dining  room  most  of  the  time,  and  the  only  time  they  need  the  rest 
of  the  apartment  is  to  sleep  at  night  in  the  bedroom ;  and  the  front 
room,  which  is  universally  called  their  parlor,  is  only  in  use  during 
times  when  the  grown  daughter  may  have  some  company  or  when 
they  themselves  may  have  some  company,  and  then  they  have  a  gas 
range  by  which  they  can  heat  it  for  the  temporary  period,  for  the 
hour  or  two  or  three  that  they  remain  in  there. 

The  Chairman.  Mr.  Mann,  didn't  that  apartment  rent  for  less 
than  $35  ? 

Mr.  Mann.  That  apartment  originally  rented  for  $16  or  $17  or  $18, 
for  approximately  $3.30  a  room,  and  to-day  it  can  be  built — I  have 
the  information,  figures — that  to  be  built  to-day  it  must  rent  for 
approximately  $35  an  apartment,  which  corroborates  what  I  stated 
before,  that  the  high  cost  rather  militates  against  the  construction 
of  any  kind  of  tenement  house. 

Mr.  Miller.  At  $1,000  a  room,  roughly,  Commissioner,  about 
$5,000  for  the  apartment? 

Mr.  Mann.  About  $4,000  for  the  apartment. 

Mr.  Miller.  About  $800  a  room? 

Mr.  Mann.  Yes. 

The  Chairman.  That  would  be  $24,000  to  build  a  house? 

Mr.  Mann.  It  would  cost  approximately  between  $23,000  and 
$24,000  to  build  that  house,  including  the  land.  Those  houses  used 
to  sell  for  $11,000. 

The  Chairman.  Six-family  house,  new? 

Mr.  Mann.  Yes.  They  were  constructed  and  sold  for  $11,000. 
There  were  800  of  them  built  by  one  company,  the  Mathews  Building 
Co.  They  built  800  of  them  in  Richmond  and  they  built  some  in 
Astoria  and  built  some  in  Long  Island  City,  and  all  of  them  have 
invariably  and  unifoimly  been  occupied  even  at  times  when  you 
could  get  plenty  of  places  elsewhere.  These  houses  were  invariably 
^lled  up  because  of  the  low  cost  of  the  rental  compared  with  the 
maximum  amount  of  comforts  and  improvements  that  were  offered 
for  that  rental. 

The  Chairman.  Are  any  of  those  houses  being  built  now? 

Mr.  Mann.  There  aren't  any  being  built  now. 

The  Chairman.  Do  you  know  what  the  houses  built  6  or  6  or  10 
years  ago  are  being  sold  f oi:^now  ? 

Mr.  Mann.  They  are  being  sold  for  $18,000,  $18,500,  as  much  as 
$20,000. 

The  Chairman.  I  have  been  through  houses  of  that  character,  an<J 
I  know  just  what  they  are. 

Mr.  Mann.  At  first,  when  the  tenement-house  law  was  more  or 
less  in  its  infancy,  there  was  a  question  as  to  whether  this  character 
of  house  really  complied  strictly  with  the  provisions  of  the  tenement- 
house  law,  and  I  at  the  time  was  deputy  commissioner  of  Brooklyn 
under  the  Gaynor  administration,  and  I  take  credit,  if  there  be  any 
credit  at  all,  as  being  the  man  that  made  it  possible  to  have  them 
erected,  because  there  was  opposition  on  account  of  one  section  of  the 
law  which  seemed  that  it  might  be  construed  to  prevent  those  houses 
from  being  erected.  At  the  time  there  was  some  controversy  between 
the  commissioner  and  my^lf  in  a  friendly  way  in  which  I  eventually 
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convinced  him  that  it  was  the  character  of  house  that  was  strictly  in 
compliance  with  the  intent  and  spirit  of  the  law  even  though  it 
wasn't  strictly  within  the  letter  of  it,  and  I  believe  Mayor  Gaynor  at 
the  time,  who  was  appealed  to,  said  he  thought  I  was  right. 

The  Chairman.  I  was  watching  the  situation  very  closely,  because 
I  was  responsible  for  having  the  law  itself  changed  in  1903  so  as  to 
permit  that  kind  of  building  to  be  erected  at  all,  and  then  you  came 
along  and  interpreted  the  law  so  that  it  could  be  built. 

Mr.  Mann.  1  heard  Mr.  Doyle  say  under  the  questioning  of  Sen- 
••it(ir  Calder  that  the  tenement -house  law^  was  responsible — that  is, 
tiie  enactment  of  the  tenement-house  law  was  responsible — for  a 

•  ♦*->vation  of  building,  stopped  the  erection  of  tenement  houses.  Well, 
li.ut  is  time,  or  rather  it  was  true,  because  in  the  first  two  or  three 
wars  after  the  law  went  into  effect  hardly  any  tenement-house 
■  ••iii«iin^  wus  in  progress,  but  that  was  not  due  to  the  enactment  of 
r.'j^*  law  >o  much  as  it  was  to  the  misconception  of  the  buildei-s  as  to 
r!  ♦•  «'ffect  of  the  law.  They  were  under  the  impression  that  it  was  a 
:.i;i|>hip  to  build  under  that  law;  that  the  cost  of  construction  was 
-"i^  hi;:h  that  they  couldn't  profitably  be  built;  but  after  several  years 
Tw^-y  iH»<ran  extensive  operations,  built  a  good  many  thousands  of 
t»-riement  houses,  and  to-day,  I  believe,  it  is  the  general  consensus 

•  t   opinion  that  the  tenement-house  law  does  not  operate  against 

•  ai«iin<r  construction  of  tenement  houses,  but  is  rather  a  good  thing 

•  '  I  was  in  the  interest  of  and  beneficial  to  the  community  at  large. 

It  >iioiild  Iw  h<»rne  in  mind  in  that  connection  that  the  effect  of 
trrjt'iiM'iit-iiouK*  law  is  reflected  in  the  health  death-rate  statis- 
:    -,    1  iiere  was  a  time  when  the  death  rate  in  the  city  of  New  York 
I-  ♦•.v«>*«'<lirigly  high.    I  believe  at  one  time  it  was  28  in  a  thousand. 
1  >-day  it  is  11,  or  thereaboutsif     The  statistics  on  infectious  and  con- 
:  ji«»i,'*.   «liM»ases  show   a  similar  condition.     The   loss  of  life   and 
••  !•♦<-  of  property  as  the  result  of  fire  shows  a  like  statistical  con- 
on,  ;iftil  I  contend  that  the  tenement-house  department  is  largely 
:  -..•.  i-iKh-  for  those  beneficial  statistics  that  we  have  to-day. 

1  V.  Til  to  give  due  credit,  and  all  the  credit,  to  the  department  of 

T.I.     The  <lepartment  of  health  is  entitled  to  it.  and  I  want  to 

rii;<t  thf  tenement-house  department  was  as  much  responsible 

.  r.  ♦-  flf^partment  of  health  was  for  the  conditions  that  exist  to-day 

.    4   tn'ii  to  uhat  they  were  prior  to  the  enactment  of  the  tonement- 

^Ir.  MrrjKK.  Correspondingly,  I  suppose,  you  will  notice  the  ef- 

'h.  t  <»f  the  restricted  supply  of  housing  on  social  welfare.     Have 

i:'»*:M'd  anv  statistics  vet,  or  anv  instances  vet,  that  show  that 

•  •    r  ••  ii:«Ii»*alion,  either  in  the  death  rate  or  health  conditions? 

Mr    M^NN.  Xo;  I  have  not  gone  into  that  so  as  to  be  able  to  give 

,    j.f*»rni:»tion  on  that  subject.    Tliere  isn't  any  doubt  but  that  the 

rf-i:«    t.f   housing  conditions  has   resulted   in  the   doubling  an<l 

'•i.:r  of  families  in  apartments  that  were  occupied  formerly  by 

Vov»  there  are  as  many  as  two  or  three  families  occupying  one 

-T'..  i.r. 

I   *  i'  a  cfUH-rete  example  of  that  only  last  week,  when  I  made  a 

•  -  r..il   !ii«sjK'''tion  of  a   house  up  on   Ninety-second  Street,  I  be- 
"     "   w.n>.  i\T  Xinoty-seventh  Street — a  large  corner  house,  that 

r  ^'inally  nre^-tt^l  for  5J>  families,  and  it  had  J>9  families  in  it. 
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the  dining  room;  and  when  the  I': 
dining  room  most  of  the  time,  iii-  I 
of  the  apartment  is  to  sleep  at  n!.' 
room,  which  is  universally  calk-il  * 
times  when  the  grown  dauphtc?  : 
they  themselves  may  have  sonif 
range  by  which  they  can  heat  r 
hour  or  two  or  three  that  thev  ) 

The  Chairman.  Mr.  Miimi, 
tlian  $35? 

Mr.  Mann.  That  apart  mem 
for  approximately  $3.30  a  i'" 
the  information,  ligures- 
approximately  $35  an  a]y. 
before,  that  the  hip;h  «». 
of  any  kind  of  tenement  I 

Mr.   Miller.  At  *l.i"" 
$5,000  for  the  apartmein  ' 

Mr.  Mann.  About  ^i.' " 

Mr.  M11J.ER.  About  >^" 

Mr.  Mann.  Yes. 

The  Chairman.  TIiM 

Mr.  Mann.  It  wuiil 
$24,000  to  build  that  !■' 
to  sell  for  $11,000. 

The  CiiAmMAN.  Siv 

Mr.  Mann.  Yes. 
There  were  800  of  til.  ■ 
Co.     They  built  X' " ' 
Astoria  and  built  '■ 
invariably  and  uv  ■ 
could  get  plenty  <>■ 
fiMed  up  becaTi.ei>  '■ 
maximum  amouni 
for  that  rental. 

The  Chairman 

Mr.  Mann.  TIi' 

The  Chairman 
years  ago  are  ^■'-  ' 
■   Mr.  Mann,    i 
$20."'»" 

T 
Iki 


■•  fffiprcnoN, 

: :.  Jo  not  make  for  the  moral 

r-lity  and  the  sanitary  condi- 
,  lUilly,  if  it  is  continued  long 
I,;,,  jnd  in  the  infectious  and  con- 
p'Uf  die  people- 

^,n]c  one  connected  with  your  stail 
^  if  ihey  are  reflected  already '. 

',10- 

',.„.biS^yeea  a  suggestion  made  that 
■  ilireeor  four  or  five  years.     What 

n-itiild  lje  wise  to  do  it.     I  believe 

-ll;-.  ^  on  real  estate.     There  is  quite  a 

I"  "j^n moneys  used  for  ordinary  com- 

ys  and  that  of  living  purposes — 

I"  -.  nfiiple  can  erect  commercial  build- 

I  ,  ffjlliout  any  severe  strain  nnd  witli- 

..'jjer  or  n'ithout  any  danger  of  mak- 

'.  profitable,  because  the  cost  is  passed 

;ii  tlie  article  or  commodity  which 

-dealt  with  on  the  premises.     That 

-  ,1?  living  apartments  is  concerned. 

,i;l  of  construction  to  the  working- 

■  .  in  extent  as  you  can  pass  it  up  in 

.roliier  commodities. 

.^ht  not  to  pay  20  per  cent  of  his 

-  rent.  25  per  cent  at  the  outside,  and 

.  ji-count  of  the  lack  of  housing,  and 

"  .  filiates  the  cost  of  everything,  even  in 

V  40  or  50  per  cent,  and  that  is  im- 

■■*.'"'■ 

\  if  you  will  pardon  me,  in  my  iudg- 

,e  committee  that  the  financial  inter- 

;\ilthy  people  of  the  community — that 

^    ^  of  the  shortage  of  houses,  or  rather 

^  -lOUses,  that  they  should  take  this   up 

~i  a  social  economic  problem,  and  that 

,111   have   its   effect   upon    the    wealthy 

:>.eir  own  wealth.    Discontent  and  unrest, 

<  jO  serious  and  so  severe,  may  result  in 

,  -J.  a  great  part  of  the  enjoyment  of  his 

viitena  that  they  must  take  this  problem 
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ling  it.  not  only  since  it  will  he  a  semi- 
,xlp  the  city  and  help  the  people,  but  for 
r  own  skin. 

iiHifactiirers  and  employers  of  labor — or, 
;iito  that,  these  wealthy  people,  as  I  say] 
iiniediate  return  from  an  investment  point 
len  they  take  this  problem  up  for  solution. 
greater  benefits  nnd  greater  results,  better 
ithem  by  the  contentment  and  stability  or 
the  contentment  of  the  laboring  people^ 
liat  brings  about  contentment. 
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I  -  II nd  employers  of  labor  should  consider  it  from  the 

t!iat  their  investment  ought  not  only  to  be  in  their 

Mioy  provide  the  place  in  which  the  laborer  can  do 

pit*y  should  use  part  of  their  capital  for  the  housing  of 

riiat  will  do  away  with  a  great  deal  of  waste.    It 

filter  efficiency  to  the  employee — ^that  is,  to  the  employer 

•  i  the  stability  and  contentment  of  the  laborer  that  works 

•  :ni>o  the  more  frequent  the  turnover  in  labor  the  greater 

•  FM  y  and  the  greater  the  waste,  and  if  you  will  permit 
V  you  any  manufacturing  plants  where  a  large  portion  of 

■  >ees  own  their  own  homes,  then  I  will  show  you  a  place 

-  ikt^-!^  and  dissatisfaction  and  discontentment  is  very  rare. 

'  :i  viRMAX.  In  factory  communities,  where  the  factory  owns 

.>«'s   and   requires   people   to   live   in   them   and  buy   from 

('»•  k,  but  where  the  men  themselves,  ^n  their  own  thrift  and 

t y,  buy  their  own  homes 

r.  Maxn.  I  had  not  in  mind  any  paternalistic  or  philanthropic 
!.MS  but  I  had  in  mind  that  the  employer  should  use  part  of  his 
til  in  investing  in  homes,  not  to  own  them  and  rent  them  to  the 
^»yee,  but  to  sell  them  to  the  employee  and  aid  him  in  owning  his 
%  home,  by  thrusting  his  hands  under  his  arms  and  giving  him 
.'tt. 

1  fie  Chairman.  What  you  want  to  impress  upon  the  committee 
'he  fact  that  this  \^  not  your  job  or  the  mayor's  job  or  our  iob 
:e,  but  it  is  the  job  of  the  man  of  affairs  and  wealth  to  help  in  this 
'.tit-al  hour  in  taking  care  of  the  situation. 

ilr.  Mann.  Exactly.    The  men  that  bulk  large  in  the  financial 

ffiirs,  the  men  in  Wall  Street  that  deal  in  millions  and  billions  of 

\.ir<   worth  of  stock  (hiring  the  month  and  the  year,  could  well 

r?  "rd,  for  the  protection  of  their  own  interest,  to  devote  part  of  tlieir 

•  '  i«*  and  part  of  their  energy  and  part  of  their  finances,  their  money, 

•  •  •Olivine  the  problem  of  the  shortage  of  houses,  and  in  doing  so,  I 
-.  .A  repeat,  thev  will  benefit  themselves  in  the  end. 

Jne  CiiAiKMAN.  Mr.  Stabler  made  the  statement  here  a  moment 

:  J-  .•  that  the  men  of  larg©  wealth — he  cited  several  instances — he  gave 

t  «•£  the  Marshall  Field  estate  to  show  that  thev  realized  onlv  18 

•  -  •  f-nt  on  their  income  for  mortgage  investments  because  of  the 

'jf  tMxes  and  mortgages. 

^lr.  Manx.  Well,  that  is  due  to  the  normal  tax  and  tlie  supertax 

the  in«*n*ased  supertax,  as  the  income  increases,  and  that  brin^rs 

'••ark  again  to  the  mortgage-money  field;  and,  in  my  judgment, 

•  time  will  come,  unless  something  is  done  to  aid  this  situation, 

•  time  will  come  when  there  will  be  no  money  to  loan  in  the  mort- 
.    S'  -nioiH*y  market  except  such  institutions  as  are  exempt  from  the 

■  -  -n*.  jnir-  bunks  and   life  insurance  companies — well,  savingr: 
•  Af)  and  l»uildintr  associations. 

I  b^  <*HAfB)iAN.  Mr.  Mann,  you  have  hoard  the  two  ditfrront 
•.»*--  pr»»|r*»>HrL  that  we  exom|)t  the  income  on  all  mortira^rcs  and 
•  r  •  »-r  li.   I  «c  4\\4'nipt  thrm  up  to  >^40,000  when  in  tlie  hands  of  an 

■  I'mI  f»uner.     Have  vou  anvtiiimj:  to  ex])ress  as  to  which  one 
•;  'fik  more  desirable  f 

^fr    M%NX.  Well,  the  questicm  as  it  originally  arose,  I  think  I 
.  jt  the  suggestion  at  one  of  the  firet  conferences  that  was  lu'ld  on 
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■^*'  .       f  estimate  chamber,  I  think  it 

^.1 '  ^ .  -^fvi  that  only  mortgages  on  hous- 

^^*  ^    c  was  pointed  out,  and  I  think 

^^  .e  there  would  be  an  immediate 

^=  ^    ^    iurtjrages  on  other  houses  and  the 

f'  rent  commercial  construction  in 
''  ..   lousing  construction,  because  that 

.^   s  really  true  or  not  I  can  not  say. 

.    :M  have  the  effect  which  these  peo- 

.v!  m  mind.     I  don't  believe  that  Ave 

^    ,    I'le  extent  on  any  limited  amount. 

■.  ..    '»)e  exempted  from  the  income  tax 

.    lu'[>ablican  platform,  the  New  York 

.  .     ic-  u  ^>lank  to  the  effect  that  mortga<re 

led  ti'om  income. 

^.•>re  the   resolutions  committee   as   the 

.    .  .»>iTiir  committee  to  urge  the  Republican 

^rt  some  plank  to  aid  the  liousing  sitiia- 

.^  /lat  they  should  exempt  mortgages  from 

.    ■  VuKK-ratic  resolutions  committee  also  and 

.a  <.}uite  sure  they  put  in  a  plank  that  went 

•,    biasing  situation  by  the  formation  of  hous- 

,  .  -x   ;it\>aghout  the  State  of  10,000  or  more  inhabi- 

io  State's  aid  to  pass  a  constitutional  amend- 

.    V   i:  i:ht  become  available  by  the  State  for  the 

.     i.    »dt  at  a  low  rate  of  interest  to  f^id  the  build- 

X    •:  t»  they  also  have  a  plank  in  there  that  exempts 

o  i\e  v)n  mortgages  on  housing  only.    They  limit 

V .   ivally  take  the  view  I  expressed  more  than  a 

V    \»ard  of  estimate. 

..•ik  out  I  am  not  in  a  position  to  say.    I  don't  be- 
.^    "  Nvv»rk  out  so  badly  if  it  were  really  enacted  be- 
»    :    'Mvl  tluit  there  aren  t  so  many  houses  to  be  erected 
tt  all  the  money  that  is  available  into  mortgages 
\  uiul  I  doubt  whether  there  would  be  any  serious 
.    '       »o  i-alling  of  any  existing  mortgages  to-day. 
V.    u»  oivate  a  housing  commission  or  housing  boards  in 
i  V  s  uiiirht  have  been  taken  from  some  of  the  European 
\  \.iornuuiy,  for  instance,  there  is  a  housing  commission^ 
.  u  Slav  whether  these  housing  commissions  in  Germany 
\  .vrvis  or  wliether  it  is  a  State  roving  commission  that  is 
'..  lou  power.     It  has  the  power  to  suspend  all  building 
1  d  all  tenament  house  laws,  so  far  as  the  old  existing 
v':^  orued,  with  a  view  to  meeting  the  emergency  and  per- 
o   I  toration  into  livable  quarters  of  basements  and  attics 
v.aravter  of  buildings  that  ordinarily  would  not  be  per- 
V  M>  occupied  or  so  altered  under  the  building  code,  and 
\v»use  laws,  but  for  emergency  purposes.     These  commis- 
v  v';a powered  to  suspend  any  of  the  stringent  provisions  of 
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s  u  VI  KM  AN.  I  am  sure  these  boards  will  be  helpful. 
N^wN,  I  tliink  they  might  be.    Such  a  board  would  be  help- 
-\  judgment,  in  the  city  of  New  York.    I  don't  want  to  say 
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that  I  proposed  it  but  it  was  proposed  by  the  real  estate  interests 
and  it  was  sanctioned  by  me,  and  a  bill  was  introduced  in  the  legis- 
lature of  the  last  year  giving  the  tenement  house  commissioner  the 
Eower  to  suspend  such  provisions  of  the  tenement  house  law  as  in 
is  discretion,  so  far  as  the  alteration  of  existing  old  houses  were 
cxmoemed,  that  is,  during  a  limited  period  of  time,  that  is,  during 
{\iis  emergency.  The  power  that  was  given  under  that  bill  would 
have  been  very  broad.  It  might  have  been  limited  by  adding  a 
clause  that  under  no  circumstances  must  it  conflict  with  the  sanitary 
or  living  conditions  in  these  houses. 

There  are  a  great  many  one- family  houses  in  the  city  of  New  York 
that  are  being  converted  into  living  quarters  for  alleged  nonhouse- 
keeping  apartments.  At  one  time  I  characterized  them  as  birth  con- 
trol apartments,  and  I  heard  the  other  day  that  somebody  called 
them  poodle-dog  flats. 

Well,  these  houses  were  formerly  occupied  by  one  family;  they 
are  three  and  four  story  and  basement,  and  invariably  they  are  shal- 
low, two  or  three  rooms  deep  only,  and  the  bill  that  I  had  in  the 
li'gisUture,  or  sanctioned  in  the  legislature,  would  have  permitted 
thfse  houses  to  be  brought  into  the  tenement-house  class  by  slight, 
inexpensive  alterations,  and  would  have  permitted  one  interior  room 
to  be  occupied  for  living  purposes,  provided  it  would  comply  with 
(be  provisions  of  the  old-law  tenement  by  putting  in  bi^  alcoves  in 
tlie  windows  so  thai  there  would  be  direct  light  and  ventilation  com- 
ing from  the  street  or  yard ;  and  yet  one  of  the  tenement-house  re- 
f'»nn  committee  strenuously  opposed  it  upon  the  ground  that  we  were 

•  reaiing  insanitary  and  terrible  conditions  by  bringing  back  the 
.nterior  room — dark  room,  as  they  termed  it — and  this  particular 
TMOin  mider  no  circumstances  was  a  dark  room — and  they  insisted 
riiAt  the  safety  of  the  occupants — and  you  must  bear  in  mind  that 

•nlj  four  families  would  have  occupied  a  house  of  that  kind,  one 
i.milv  on  a  floor — they  said  that  the  safety  of  these  occupants  must 
r*-  safeguarded  in  c^se  of  fire  and  that  therefore  the  walls  that  sep- 
irate  the  apartments  from  the  stair  hall  must  be  of  brick  or  terra- 

'  ita  blocks  and  the  stair  holes  made  relatively  fireproof.     That 

':.»-aiit  the  entire  reconstruction  of  the  house  and  made  it  prohibitive. 

Th**  n*sult  of  the  opposition  was  that  the  bill  was  not  enacted  into 

-•■%  :  it  didn't  come  out  of  committee,  but  another  effect  of  it  was 

•  ..It  the  very  things  that  they  protested  against  or  conjured  up  to 
•*.♦•  cr>mmittee  that  would  happen  is  now  nappening  in  an  aggra- 

i:»f«l  form  l*ecause,  instead  of  putting  four  families,  one  on  a  floor, 

\  ihi's^  houses^  they  are  occupied  now  by  8  and  10  and  12  families 

'    Vi^  h<MKS4%  without  any   fire  escapes  and  with  all  the   interior 

*-.ni-  that  they  cried  about,  and  they  call  them  bachelor  apart- 

'  •  'A^  and  nonhousekeeping  apartments,  and  yet  in  90  per  cent  of 

•  -nj  of  W  jier  cent  of  them,  they  surreptitiously  put  in  cooking  ar- 
-   -.^ppnifiits,  by  gas  connection  in  the  closets,  snow  on  their  build- 

•  J  pUn  which  is  submitted  to  the  sui^erintendent  of  buildings  in 
•    %ano-i.H  tioroughs,  and  he  passes  these  plans,  gives  them  the 

•  mit  »if»^>n  the  ground  that  they  do  not  show  any  cooking  in  the 
'T.-.:-**?^  anil  show  no  arrangements  for  cooking,  and  vet  they  have 

w  iilr  rlrjeet  which  is  ostensibly  intended  as  a  clothing  closet,  or 
•  r  any  *Kher  purjxjse  which  is  not  necessarily  specified,  and  in  some 
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instances  they  have  the  gas  pipes  and  the  gas  mains  run  right  up 
into  these  closets,  and  when  the  building  superintendent's  atten- 
tion is  called  to  it,  in  those  cases  in  which  it  is  called  to  his  atten- 
tion he  makes  them  take  it  out,  but  the  minute  a  certificate  is  issued 
that  the  house  is  completed,  in  go  these  pipes  anyhow,  surreptitiously 
put  in,  and  the  merry  cooking  goes  on  just  the  same. 

Personally,  I  have  no  particular  objection  to  this  arrangement  for 
cooking,  but  why  camouflage?  Why  say  they  are  illegal?  Why 
not  put  them  under  the  tenement-house  department  and  let  the 
tenement-house  department  have  jurisdiction  over  them  so  that  they 
at  least  could  be  subjected  to  the  inspection  of  the  tenement-house 
department  reg:arding  the  upkeep  of  sanitary  conditions  and  clean- 
liness and  safety  provisions  and  regarding  fire  insurance  in  case 
of  fire. 

There  are  a  lot  of  things  I  have  in  mind,  but  I  don't  want  to  keep 
the  committee.  It  must  not  be  forgotten  that  one  of  the  other  rea- 
sons why  it  is  difficult  to  build  to-day — it  might  be  of  interest  to 
this  committee — is  that  a  builder  to-day  needs  from  six  to  ten  times 
the  capital  that  he  needed  before.  Heretofore  he  could  get  his  mort- 
gage money  on  the  basis  of  6  per  cent ;  he  could  probably  get  a  sec- 
ond mortgage  without  much  difficulty  to  complete  his  building;  he 
could  get  credit  from  the  material  man  almost  to  the  point  where 
he  wouldn't  have  to  pay  for  his  material  until  the  house  was  one-half 
or  three-quarters  or  almost  fully  completed.  Those  times  are  gone 
by  and  the  builder  to-day  is  obliged  practically  to  pay  cash  and  the 
material  man  gives  no  credit  of  any  consequence. 

The  Chairman.  So  that  limits  the  number  of  men  engaged  in  the 
industry? 

Mr.  Mann.  True,  to  the  advantage  of  building  in  a  great  many 
instances,  because  the  shoestring  builder  is  eliminated. 

The  Chairman.  Mr.  Mann,  what  proportion  of  the  tenement-house 
building  in  New  York  City  has  been  done  by  the  builder  for  the 
market,  where  the  speculator  builds  the  tenement  house  usually  ? 

Mr.  Mann.  I  should  judge  98  per  cent  of  them;  in  fact,  this  en- 
tire city  of  New  York  was  built  up  by  the  speculative  builder. 

The  Chaikman.  The  man  who  had  the  courage  to  go  ahead  and 
take  the  risk  ? 

Mr.  Mann.  Yes;  very  few  houses  in  this  city  have  been  built  by 
the  individual  merely  because  he  wanted  to  build  his  own  house  or 
to  invest  in  building  for  investment  purposes.  It  was  built  by  the 
speculative  builder  who  took  the  chance  to  erect  a  row  of  houses 
and  then  took  his  chances  on  selling  them  in  the  open  market. 

And  yet  I  say  it  can  be  done  to-day  if  money  can  be  had 

t^iat  is,  if  the  people  who  have  the  finances,  the  wealthy  people, 
will  come  in  and  aid  and  help  and  use  part  of  their  wealth  for 
the  purpose  of  building  houses.  I  venture  the  statement  that  1,000 
six-family  houses  of  the  type  which  I  have  heretofore  described  as 
being  the  kind  that  is  most  conducive  of  the  good-living  conditions 
of  the  workman  at  a  low  rental,  that  1,000  of  such  houses  would 
be  undertaken  to  be  built  at  once  if  the  money  were  supplied.  Land 
is  available  and  plenty. 

The  Chairman.  And  reasonable,  too. 
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Mr.  Manx.  At  reasonable  prices,  and  provided,  furthermore,  that 
inducements  in  the  form  ox  these  indirect  subsidies,  such  as  the 
exemption  of  income  from  mortgages,  and  the  exemption  from  local 
taxes  of  the  new  construction  for  a  limited  period  of  time,  and  also 
the  curtailment  of — perhaps  that  was  forgotten — ^the  curtailment  of 
nonessential  construction  is  taken  in  hand.  There  is  to-day  $25,000,000 
worth  of  theaters  projected  in  the  city  of  New  York,  and  there  are 
iiumerous  loft  buildings  and  factory  buildings  and  garages  aggre- 
I'ating  millions  of  doUars,  all  of  which  tend  to  limit  the  builmng 
material,  and  limit  the  labor  to  the  housing  situation,  because 
it  is  taken  away,  it  becomes  higher  and  higher  by  reason  of  the 
irreater  opportunities  that  are  offered  bv  the  builders  of  these  com- 
.'iivrcial  enterprises,  and  that  brings  me  back  to  what  I  said  before — 
iL»y  can  afford  to  pay  the  higher  prices  and  the  higher  cost  of  con- 
*i Diction  since  it  is  immediately  passed  up  to  the  public. 

The  Chairman.  Thank  you,  Mr.  Mann.  Mr.  Dodge,  you  represent 
'\i'  Merchants'*  Association? 

STATEMENT  OF  MR.  MABTIN  H.  DODGE,  SECEETAET  SPECIAL 
COMMITTEE  ON  HOITSINO,  MERCHANTS'  ASSOCIATION. 

Mr.  DoiKiE.  Yes,  sir.  I  didn't  expect.  Senator,  to  appear  before 
t  *•  committee,  but  in  view  of  the  fact  that  this  question  of  the 
"vrnption  of  mortgages  has  become  so  prominent  in  the  discussion 
t  i--  afternoon,  I  thought  it  might  be  valuable  to  the  committee 
i '  iiave  on  file  a  copy  of  the  argument  prepared  by  our  special  com- 
u.  ttee  on  the  subject  of  mortgage  exemption.  About  14  or  15 
r.'iitlis  ago  the  Merchants'  Association,  which,  as  you  know,  is 
"^ilw»sed  of  about  6,600  leading  New  York  business  men  and  manu- 
t'j  turers.  thought  the  housing  situation  of  sufficient  seriousness  to 
'  rrant  the  appointment  of  a  special  committee,  and,  consequently, 
t   »T  cnnimittee  was  appointed  and  was  composed  of  representative 

..iicrs,  real  estate  owners,  real  estate  operators,  a  representative 
f •  'Hi  one  of  the  largest  life  insurance  companies,  and  one  of  the 

r-f>t  title  and  guaranty  companies,  so  that  the  various  elements 
•»•:  ri-sf-nte*!  in  the  building  business  were  fairly  represented  on  this 

ri.n.itt«?,  and  after  careful  deliberation  the  committee  decided  that 

*  "i*>\:<£\i  the  cost  of  materials,  the  scarcity  of  labor,  the  difficulty 

*  f  :.Miiiii?  adequate  service  from  labor,  and  various  other  things 
►:r  \*'^ry  inijvortant  causes  deterring  further  building,  the  most 

".' «irtJii.*t  thing  was  the  securing  of  more  money  for  houses — for 
'  iiEisr  purposes. 
^'an  »•  th<»  enactment  of  the  Federal  income  tax  the  investigation  of 

*  >  '-Mnmiittee  shows  that  there  has  been  a  gradual  falling  offof  trade 
t(ji*  UK»itg:ijre  market,  as  it  wore,  until  there  has  become  a  marked 

.  .  iation  of  mortgage  hohlings,  and  the  evidence  which  Mr.  Stabler 

.  ih«»  ntlifrs  have  given  this  afternoon  of  a  statistical  nature  is 

'     •r.'t  to  indicate  what  the  situation  is  there.     This  report  that 

i-mniitti^  prepared  does  not  deal  so  much  with  those  statistics  as 

.  -^  with  the  general  condition  surrounding  the  building  situation 

.V  miiil  the  prime  necessity  of  getting  more  money  in  the  mort- 

.  ^*  i;:jirk»'l,  5^>  I  piess  my  only  purpose  would  be  to  file  this  with 
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the  committee,  as  it  presents  in  definite  f onn  the  argument  in  favor 
of  the  exemption  of  mortgages  up  to  $40,000  by  any  individual. 
The  reason  for  limiting  it  to  $40,000  was  not  that  total  exemption 
would  not  be  desirable,  but  that  it  probably  would  be  very  difficult  to 
secure  in  view  of  the  action  at  Aloany  and  Washington  during  the 
last  spring  on  bills  proposing  only  the  $40,000  exemption.  I  should 
think  that  would  be  the  more  expedient  proposition,  although  not 
necessarily  the  more  desirable. 

The  Chairman.  You  would  like  to  have  this  brief  incorporated  in 
the  record? 

Mr.  Dodge.  Yes,  sir. 

The  Chairman.  That  will  be  done. 

(The  paper  fererred  to  by  Mr.  Dodge  is  here  pi*inted  in  full,  as 
follows:) 

It  is  Deedless  to  emiihasize  the  present  very  stringent  housing  shortage  not 
only  in  New  York  City  but  throughout  the  country.  Three  hundred  thousand 
people  in  New  York  City  alone  are  without  adequate  quarters.  The  number  in 
Chicago  is  proportionately  as  great.  Throughout  the  country  there  are  4,000,000 
people  who  urgently  need  better  liousing  facilities.  Rents  have  increased  25  to 
100  per  cent,  and  millions  of  dollars  are  being  needlessly  spent  to  meet  exces- 
sive Increases.  The  shortage  is  so  serious  that  it  threatens  the  health  of  the 
people  and  the  industrial  efficiency,  peace  and  prosperity  of  the  country.  Since 
the  situation  grows  worse  from  day  to  day,  living  quarters  become  scarcer, 
while  rents  mount  higher  and  higher,  there  can  be  no  doubt  but  that  an  imme- 
diate solution  of  this  problem  Is  necessary. 

The  housing  shortage^  Is  due  to  various  causes,  m6re  or  less  potent  at  the 
present  time.  But  the  most  Important  cause — the  one  which  more  than  any 
other  affects  the  solutloji  of  the  present  problem,  and  which,  therefor<%  must 
have  prime  attention — Is  simply  the  lack  of  money  for  building  puiix>ses. 
Without  sufficient  funds  building  operations  obviously  can  not  go  forward. 

Previously,  money  for  building  puiT)oses  has  come  almost  entirely  from  real 
estate  mortgage  loans.  This  has  been  the  source  of  at  least  80  per  cent  of  the 
capital  now  Invested  in  construction.  It  is  the  source  upon  which  builders 
have  come  to  rely  for  their  funds.  For  several  years,  however,  this  source  of 
capltal'has  tended  constantly  to  dry  up.  The  situation  has  become  such  that 
at  the  present  time  people  are  not  only  not  investing  their  capital  in  real  estate 
mortgages  but  those  holding  mortgages  are  liquidating  them  as  rapidly  as  possi- 
ble and  deserting  the  mortgage  market. 

**  Under  present  conditions,"  states  a  prominent  building  trade  journal, 
"  it  is  easier  to  obtain  money  for  speculative  purposes  than  it  is  to  finance 
buildings.*' 

The  reason  for  this  Is  plain.  Ileal  estate  mortgages  to-day  are  not  sufficiently 
attractive  for  Investors.  Except  In  a  few  western  States,  they  yield  only  5, 
si,  or  at  the  most  6  per  cent,  which  is  the  legal  limit.  State  and  Federal 
income  taxes  reduce  this  amount  In  many  cases  to  3  or  even  2  per  cent.  This 
return  clearly  Is  not  sufficient  to  hold  these  investments  against  the  competi- 
tion of  tax-exempt  Liberty  bonds,  State  or  municipal  bonds,  or  many  other 
gilt-edge  securities,  to  say  nothing  of  attracting  new  capital  Into  this  field. 

To  secure  new  funds  for  building  purposes  is  obviously  necessary  If  construe- 
tlon  work  is  to  proceed.  Savings  banks  and  Insurance  companies,  which  now 
enjoy  the  privilege  of  Investing  their  funds  In  tax-exempt  mortgages,  are  iint 
able  to  supply  all  the  necessary  funds.  At  the  most,  they  have  insufl[icient 
funds  available  at  any  time  to  assist  materially  In  taking  up  new  mortgages. 
Neither  will  the  proposed  Federal  home  loan  banks  be  able  to  furnish  the  nt*o- 
essary  capital.  These  banks,  if  established,  could  not  possibly  be  orgaalzeQ 
in  time  to  be  of  assistance  in  the  present  emergency ;  besides,  they  would  bt^ 
primarily  concerned  with  home  ownership  rather  than  the  furnishing  of  generul 
housing  facilities,  and  could  be  of  little  assistance  In  solving  the  housing  pr^>b- 
lem,  particularly  In  the  larger  cities  where  tlie  need  is  greatest. 

The  only  way  to  secure  money  for  building  purposes  is  by  making  real  estato 
mortgages  more  attractive.  Real  estate  mortgages  are  safe  and,  ordinarily^ 
very  popular  investments.  They  have  been  the  source  of  the  bulk  of  baildln^ 
money  in  the  past.  As  long  as  they  yield  even  a  fair  rate  as  compared  \ritli 
other  securities,  they  are  quickly  bought  up  by  the  Investing  public.  A  sH^tit 
relative  increase  In  the  rate  means  a  considerable  Increase  in  the  activity   or 
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:'n'  ruartpi};e  market.     Real  estate  mortgages  are,   therefore,  the  logical  and 
[..itural  source  of  huilding  money. 

The  only  practical  way  of  making  real  estate  mortgages  more  attractive  is 
hy  exempting  their  income  from  the  application  of  the  Income  tax.  The  legal 
irreresc  rate  can  not  be  raised  without  special  legislation  in  each  of  the  48 
<rate«.  wliich  is  impracticable.  The  exemptions  enjoyed  by  competing  Federal 
'•ovemment  securities  can  not  be  removed  without  disturbing  capital  invest- 
Mi^nts  aggregating  billions  of  dollars,  and  perhaps  precipitating  a  financial 
wnlc;  and  the  Federal  Government  has  no  Jurisdiction  over  State  and  local 
..'"vemment  securities.  On  the  other  hand,  incomes  from  mortgages  can  be 
I'H'nipted  from  the  income  tax  by  the  passage  of  a  single  Federal  law.  The 
<»i»'n)ptlon  would  mean  a  net  Increase  of  1  to  2  per  cent  in  the  return  on  a  large 
frfTtlon  of  the  mortgages  and  would  result  In  a  considerable  stimulation  of  the 
n'lrtrage  market.  The  method  is  simple  and  effective;  it  would  bring  imme- 
'iiatp  results. 

There  is  ample  Justification  for  Government  action  in  exempting  the  income 
'T'lii  real  estate  mortgages  from  the  income  tax.  In  the  first  place,  the  housing 
*l."riage  Is  so  universal  and  the  need  for  relief  so  imperative  that  the  problem 
"•  of  public  and  national  importance.  It  deserves  governmental  attention.  In 
•M«'  MH^od  place,  the  shortage  is  in  part  due  to  governmental  curtailment  of 
"Tstnictlon  during  the  war.     It  surely  is  not  unreasonable  to  propose  that  for 

hat  the  Government  has  been  responsible  it  should  seek  a  remedy.  Finally, 
irH(t>deDt  for  the  exemption  of  certain  w^curities  from  taxation  exists  in  the 
:vMi».ral  p<ilicy  of  the  Government  in  reference  to  all  Liberty  loan,  War  Finance 
' '  'Hjonitlon  securities,  and  more  particularly  the  securities  of  the  Federal  f arm- 
-ati  bank.  When  prevIou.s1y  there  has  been  a  public  necessity  for  funds,  the 
'"•wmment  has  not  hesitated  to  make  the  investment  sufficiently  attractive  by 
•ii  pxemptlon  to  bring  forth  the  necessary  capital. 

It  i»  plain,  however,  that  in  the  case  of  mortgage  holdings  the  tax  exemption 
••"UM  not  be  alloweii  without  limitation  to  any  one  individual;  otherwise  this 
-vmptlon  would  assist  the  wealthy  in  avoiding  taxation  by  transfer  of  invest- 

•  -^J  tfc  into  real  estate  mortgages.    It  is  believed,  furthermore,  that  a  great 
!»    fiutl  for  real  estate  mortgages  can  be  created  by  appealing  to  the  small 

.•*-^tor.  For  these  reasons,  it  appears  best  that  the  exemption  apply  to  a 
•'-'♦'  morteuge  or  an  aggregate  of  small  mortgages  totaling  not  more  than 
'^'♦••m  owned  by  any  Individual.     Although  the  limit  of  $40,000  is  somewhat 

'•inir)-.  It  is  approximately  correct,  for  it  seems  that  by  setting  the  limit  at 

*  rtrare  the  amount  of  taxes  which  the  wealthy  would  avoid  would  be  imma- 
-'.al.  wherfHs  an  appi^al  would  be  made  to  a  sufficient  number  of  small  in- 
'."^•.♦ir*  to  m»^t  the  demand  for  mortgage  money. 

'\\it*n'  are  no  vaH<l  ol)j»*ctlons  against  the  exemption  of  mortgage  incomes 

•a  the  Inc-nme  tax.    It  has  been  said  that  the  proposed  exemption  will  very 

•-'  'hMt  fmjiair  the  Fetleral  n'venue.    But  It  is  dear  that  Government  revemre 

'••  Ml  iD'Tjme  taxes  depends  uinm  the  activity  of  business  oi>erations  which  will 

'•.o'  prf»fU,  ami  with  little  such  activity  there  can  be  little  revenue.     The 

«'wiiiMn  of  the  building  Industry  has  a  very  important  effect  In  decreasing 

^"i.f  and  ex<vvs-prortts  taxes,  as  well  as  many  other  forms  of  taxes,  because 

■•■  M„.  ttuildlnsr  Industry  in  Its  present  state  the  thousands  of  business  con- 

"  •  .»:)d  fh*»  hundreils  of  thousands  of  workers  engaged  directly  and  Indi- 

-  •    If.   building  openitlon«i  are  not  the  fertile  stmrces  for  taxes  that  they 
•  •r*,iH#»  unuld   Ik-,     The  eff<»ct  of  the  stimulation   of  the  building  Industry 

•  .  d  h^  felt  hy  uianufac'turers  of  all  sorts  of  materials  used  In  the  const ruc- 
'  af.d  ♦'jipraflon  of  hous<*s  as  well  as  by  the  manufacturers  of  raw  materials 
J. »,  af>.  n^'i\  In  the  c<»nstrurtion  of  those  products,  going  back  as  far  as  the 

•— »•   B'u!   thn  mlm^s  and   including  transportatitm  systems  and   mercantile 

*ri  .*  -1*1  nit  ion  will  further  demonstrate  the  fart  that  the  Government  would 

•  '  ^  iZMU  fT  rather  than  the  loM*r  by  the  applicatitm  of  the  exemption  plan. 

^  .IX^»^  nti  operator  Intends  to  build   100  Iioum^s  at  a  cost  of  .$."i,0(K)  each, 

'  •  •>1  »»!ij;d  ns:  post  of  $riO0.0<Nl.     They  are  to  be  erecteil  on  land  owntvl  bv 

Horth  r^Vi.fuKi.     He  will  furnish  the  land  and  .$1(X).000  capital  and  must 

To^  MVMHvi,  dlvlde<l  into  UK)  mortgages  of  $4,000  each.     This  money  will 

-  ''irT..*bfN|  by  from  10  to  100  Individuals.     Ft)r  the  purpose  of  the  11  fust ra- 

•  W  •!•  Mv^unie  thai  It  will  Im-  furnished  by  LH)  individuals,  taking  $120,(MK) 
«I»«n  whirh  the  Inctmie  would  be  5  j>er  cent,  or  .$1,000.     The  Go\»»rnment 

M  •h.i*  ♦'■►llert  a  tax  uptm  twenty  $1,000  Im'omes.     All  this  Is,  of  course. 
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• 

based  ol  the  assumption  that  the  mortgages  could  be  placed,  which  to-day  is 
not  the  case. 

On  the  other  hand,  if  the  tax  on  these  mortgages  were  removed,  the  money 
would  be  readily  secured  and  the  operation  would  proceed.  On  completion,  the 
operator  would  sell  the  houses  at  a  profit  of  $500  each,  a  total  of  $50,000,  wliich 
would  accrue  to  one  individual  and  be  subject  to  both  the  normal  tax  and  sur- 
taxes.  Thus  the  Government  would  collect,  in  one  year,  taxes  equal  in  amount 
to  at  least  five  years'  Income  from  mortgages. 

Closely  related  to  the  above  objection  is  the  one  that  the  exemption  of  real 
estate  mortgages  from  taxation  will  have  the  effect  of  burdening  other  securities 
with  increased  taxes  to  make  up  the  deficit.  This  Is  based  on  the  assumption 
that  there  will  be  a  deficit,  which,  as  has  just  been  demonstrated,  will  not  be 
the  case.  The  return  from  the  resumption  of  building  operations  with  the 
creation  of  new  wealth  and  income  will  more  than  offset  any  decrease  in  the 
return  from  mortgages.  Likewise  there  need  be  no  additional  direct  taxes  on 
real  estate  for  the  Increase  in  the  value  of  real  estate  as  a  result  of  building 
operations  will  furnish  an  increasing  income  from  this  source. 

Another  question  which  has  arisen  is  this:  Why  should  not  this  exemption 
from  taxation  apply  only  to  new  construction,  Inasmuch  as  funds  are  needed  for 
new  construction  rather  than  for  investment  in  buildings  already  erected? 
The  obvious  answer  is  that  the  real  estate  mortgage  market  Is  indivisible  and 
must  be  treated  as  a  unit.  If  money  is  brought  Into  the  mortgage  market,  new 
mortgages  will  automatically  be  taken  up ;  but  if  the  market  for  new  mortgages 
only  is  stimulated,  the  advantages  received  will  be  largely,  if  not  entirely, 
offset  by  the  calling  in  of  all  mortgages. 

To  be  more  specific,  if  the  elimination  of  taxes  Is  confined  to  new  mortgages, 
the  liquidation  of  old  mortgages  will  not  only  continue  but  increase,  with  the 
result  that  the  mortgage  market  will  be  called  upon  to  place  a  great  volume 
of  old  mortgages  with  new  investors.  It  is  Inconceivable  that  property  owners 
who  are  having  dlfl[iculty  In  replacing  old  mortgages  will  be  desirous,  or  able, 
to  finance  the  equity  on  new  construction.  Furthermore,  a  decided  and  disas- 
trous slump  in  the  value  of  existing  buildings  will  imdoubtedly  follow. 

Finally,  It  is  objected  that  exemption  from  the  income  tax  Is  wrong  In 
principle.  Even  if  this  were  true,  it  is  also  true  that  Congress,  which  made  the 
income-tax  laws,  has  established  the  principle  of  exemption  and  applied  it  not 
only  to  the  income  from  securities  of  a  strictly  governmental  character,  but  also 
to  Income  from  securities,  such  as  those  of  the  Federal  farm  loan  bank.  wUlch 
partake  no  more  of  a  governmental  character  than  those  employed  in  connec- 
tion with  building  necessary  housing  accommodations.  For  this  reason  we  are 
confronted  not  with  a  theory,  but  with  a  condition ;  and  so  long  as  it  can  not 
be  shown  that  hardship  or  other  detrimental  results  would  follow  the  application 
of  the  proposed  plan,  and  it  can  be  shown  that  in  all  probability  very  definite 
and  general  benefits  would  accrue,  there  can  be  little  force  to  the  contention 
that  the  scheme  should  be  abandoned  because  it  is  wrong  in  theory,  although 
it  has  ample  precedent  in  practice. 

Although  the  positive  benefits  which  would  ensue  from  the  application  of  the 
proposed  exemption  are  obvious  and  apparent,  they  are  too  important  not  to  be 
stated.  The  resumption  and  quickening  of  the  building  industry,  which  would 
follow  the  application  of  this  plan,  would,  of  course,  be  of  great  value  and 
profit  to  all  those  engaged  directly  in  the  building  trades,  as  well  as  in  the 
many  subsidiary  lines  necessary  to  building.  And  It  should  not  be  forgotten 
that  the  ramifications  of  this  industry  are  so  great  and  numerous  that  the 
benefits  of  its  revival  would  be  felt  in  every  quarter.  The  actual  engagement 
of  hundreds  of  millions  of  capital  In  a  needful  occupation  employing  hundreds 
of  thousands  of  workers  Is  a  benefit,  the  value  of  which  can  scarcely  be  over- 
estimated. 

From  the  public  standpoint  the  gain  is  likewise  immeasurable.  Quite  apart 
from  the  relief  which  would  be  furnished  from  the  distress  and  dangers  to 
health,  morals,  and  efllciency  of  Inadequate  shelter,  there;  must  be  considered 
also  the  great  gain  of  a  purely  financial  character.  It  Is  estimated  that  nearly 
one-half  of  the  enormous  rent  Increases  which  have  taken  place  during  the 
last  three  or  four  years  have  been  due,  not  to  increased  cost  of  construction 
and  operation,  but  simply  to  Increased  demand.  Likewise,  the  cases  of  rent 
profiteering,  although  much  less  frequent  than  newspaper  reports  would  lead 
the  public  to  believe,  have  been  possible  solely  as  a  result  of  the  excessive 
demand.    The  extra  rents  which  have  thus  been  paid  throughout  the  country 
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aggr^sate  hundreds  of  millions  of  dollars.  It  is  clear  that  an  adequate  supply 
of  bousing  facilities  would  save  the  public  a  large  part  of  this  extra  expense. 

More  specifically,  the  proposed  exemption  would  greatly  stimulate  the  provl- 
>ion  of  bouses  for  people  of  moderate  means.  Houses  are  not  being  built  for 
tliesie  pe<^le  now  not  only  because  of  the  embarrassment  of  tbe  speculative 
builders  in  financing  the  original  project  but  also  because  the  people  of  moderate 
Jiieans  are  not  able  to  buy  the  houses.  This  inability  arises  from  the  fact  that 
U'cawse  of  the  present  scarcity  of  money  in  the  mortgage  market  they  can  not 
cK  large  enough  loans  on  property  to  finance  the  equity.  Previously  75  or  80 
f«r  cent  of  the  value  of  the  property  might  be  left  on  mortgage.     Now  50  per 

•  •:'ni  is  about  the  maximum.  This  necessitates  so  large  an  outlay  of  cash  that 
tl»->4»  people  can  not  buy  at  all.  The  same  situation  prevents  the  prosi)ective 
i"ji)Oer  from  building  for  himself.  Thus  the  improvement  of  the  mortgage 
'i.arkct  permitting  tliese  people  to  secure  the  necessary  additional  capital, 
•A"UlU  not  only  encourage  home  building  for  a  large  class  but  also  home 
"UDership. 

It  should  not  be  forgotten,  also,  that  the  provision  of  more  adequate  housing 
'xilities  in  the  immediate  future  will  be  very  timely  in  view  of  the  prospect 
"{ rin  even  greater  need  for  such  facilities.  This  noeil  will  arise  with  the  early 
'^-^umpton  of  the  flow  of  European  immigrants  to  this  county'  which  is  now 
.:M.»»raHy  prefllctetl.  With  the  tremendous  Industrial  expansion  which  is  now 
%<  king  place,  the  need  for  this  Immigrant  lalwr  is  apparent.  But  to  admit  it 
■•irrli's  a  <vrtain  obligation  to  make  adequate  provision  for  it.  Proper  housing 
s  of  c<»ur>i^,  one  of  the  first  essentials.     Proper  housing  also  will  make  this 

*^'r  a  great  asset  to  industry  and  to  the  country.  It  Is,  therefon*,  not  only  our 
*.'ify  bnt  our  gain  to  provide  such  housing  facilities  as  will  enable  these  people 
•••  Muintain  their  health  and  efllclency  and  assimilate  themselves  quickly  >\1th 
•'  T  [ifipulatlon. 

I 'I  i-^mchisioij.  the  srrlousnt'ss  and  urgency  of  the  need  for  relief  from  the 

••  .'jn^r  stmrtaire  is  shown  by  the  actual  .situntlon  In   repird  to  building  con- 

•ni.  Tion.     At  a  time  when,  owing  fo  the  suspension  of  bulUling  operations  dur- 

'j  th*'  war  housing  construction  should  be  pnK-eedlng  at  a  rate  many  times 

•  rh.al.  it  Is  in  reality  far  below  normal.     Even  the  eonstructtion  work  which 

-  '.'.vr  jn^lfig  f>n  Is  not  dlreete<l  primarily  to  furnishing  more  adwiuate  general 
'  -Int  fa«-iilties,  but  rather  to  supplying  more  factories  and  connnercial  estab- 

'  iijt-n'>.    hotels,   and    high-class   (hvellings   and   apartments.      The   const ruc- 

•  of   small   h<»mes    for  }Mm»iiU»   of   small    means   nu)st    In   need    of   relief   is 
•-'.ril.lo. 

•  »'    *)'•*  other  hanil.  It  Is  In  this  field  that  the  proi)osed  mortgaire  ex«Mnption 

'.  -I*'  liH  most  salutary  elleet.     It  will  especially  stimulate  the  constniction 

•  '  -Mall  hi»meH.     It  will  also  bring  the  small  investor  hark  into  the  niortgnj^e 

'i:»«r     iimI    awa\    from    sjieculatlve   ventures.    whi<*h    is   gcHxl    stMtesni.mship. 

•  I'^AU  iH  practieal,  effective,  and  capable  of  Immediate  application.     It  per- 
*  •'!•'  ijuitkest  and  most  desirable  solution  of  one  of  o\ir  gravest  national 

•  -'S.     It    deserves    the   wlnile-hearted   sapport   of  everyone    interested    iii 
.'-ji'jr  fur  our  vast  population  better  housing  facilities. 

The  ("h.^ikman.  This  concludes  the  liearinp  to-day.     There  will 

-  i\<t  hearing  on  Wednesday.    The  next  hearinff  will  be  on  Thurs- 
.V,  at  II  a.  m.,  when  the  committee  will  hoar  Mr.  Daniel  Willard, 

•  r» -i.i»nt  of  the  Bultimore  &  Ohio  Railroad  and  chairman  of  the 
.   •  .-*»r\-  council  of  the  Association  of  Railway  Executives,  at  which 

«  ft  ' 

'  r  .<•  ;t  is  hoi>ed  that  .some  suggestions  may  be  made  for  relief  of 

•  •*  tnin-j>ortation  of  buildiiifr  materials,  as  well  as  an  explanation  of 
'  -  etfiH  tivenesjj  of  the  priority  orders  and  the  use  of  coal  cars  for 

■■^  uUtion  and  for  export.    TV'e  will  now  adjourn. 

Ill*  reii[Km  the  coinuiittee  adjourned  to  meet  at  3  p.  m.  on  Thiirs- 
i^.  Autrust  12.  1920.) 
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THXmSDAY,  AUGUST  12,  1920. 

United  States  Senate, 
Select  Com3iittee  ox  Reconstruction  and  Production, 

New  York  City,  N,  T. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
'ii  nK>m  1101,  Engineering  Societies  Building,  29  West  Thirty-ninth 
^ini*t,  S(»nator  William  M.  Calder  presiding. 

PreM»nt:  Senator  Calder  (chairman) ;  also  Mr.  Franklin  T.  Miller, 
.-i-taiit  to  the  committee. 

Tiie  Chairman.  Mr.  Willayd,  this  committee  was  authorized  by 
:!.'^  Senate  to  inquire  into  the  general  construction  industries  of  the 
»  iLtry.  We  had  not  proceeded  very  far  in  our  inq^uiry  before  we 
^'»i\til  lumierous  complaints  from  men  interested  m  construction 
ii.  i  housing  all  over  the  countrj^  that  their  cardinal  difficulty  was  the 
'■ 'rtajre  of  railroad  facilities.  I  have  made  some  little  study  of  your 
i ' 'i>iem  and  I  know  the  difficulty  you  are  up  against. 

You  have  talked  to  gentlemen  associated  with  our  committee,  and 
I  ertainly  would  like  to  have  your  views.  You  are  the  president  of 
t  ♦•  Baltimore  &  Ohio  Bailroad  Co.? 

SIATEBOJirT  OF  MB.  DANIEL  WILLABD,  PBESIDENT  OF  THE 

BALTIMOBE  &  OHIO  BAILBOAD  CO. 

Mr.  Wiu^\rd.  Yes,  sir. 

!!:♦»  Chairman.  Is  that  railroad  interested  in  the  coal  mines  or 

*  '  '  .'III  business? 

Mr  WiLLARD.  As  owner,  do  you  mean,  and  operator? 

Tiie  Chairman.  As  owner  and  operator. 

^!r.  Wii.u\RD.  No,  sir:  we  do  not  operate  any  coal  properties  at  all. 

I  lie  Chairman.  In  what  way  are  you  interested? 

^•Ir.  Whj^^rd.  Simply  as  a  carrier.    We  carry  a  large  volume  of 

i'.    As.  a  mrrier;  that  is  all. 

i  .t>  (  ii\iRMAN.  Can  you  explain  to  the  committee  the  origin  and 

*  '   t -n  %%i  the  As>oriation  of  Railroad  Executives? 

Mr.  \^'l^^\ul^.  Yes:  the  Association  of  Kailroad  Executives  grew, 

r  '"•?   tlriit^^  do.  from  a   very  small  beginning,  and  finally  de- 

••'  iiito  an  as*<ociati<m  that  to-day  is  representative  of  a  very 

riT"  iii.ijority  of  all  the  railroads  in  the  United  States. 

It-  .ri'^-ption  dates  back  to  a  little  movement  started  by  Mr.  Frank 

a»   whicli  time  he  called  toiretlier  two  or  three  railroad 

\»^   to  r«>nstruct  certain  contemplated   legislation  that   was 

r»-  <  ofiirn*^*^.     Later  on.  I  think,  his  committee,  his  small  com- 

•-»*.  ^'Mfking  in  that  way,  was  perha[)s  instrumental  in  getting 

*^!;jile  interested  in  railroad  matters,  so  that  finallv  the  New- 

-  .t.mmittee  was  apjwinted  and  an   investigatitm   was  started. 

rJ3 
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After  the  investigation  started  the  subject  of  necessary  legislation 
seemed  to  open  up,  and  Mr.  Trumbell  called  into  conference  repre- 
sentatives, presidents  of  practically  all  the  railroads  in  the  United 
States,  in  order  that  tliey  might  by  conference  be  able  to  give  their 
views  and  recommendations  concerning  the  general  railroad  situa- 
tion and  the  need  for  additional  legislation.  That  was  the  beginning 
of  the  Association  of  Railway  Executives,  and  work  of  that  char- 
acter was  about  all  that  the  association  did. 

Previous  to  Federal  control  the  American  Railroad  Association, 
which  had  been  in  existence  for  20  or  30  years,  was  made  up  largely 
of,  its  membership  consisted  largely  of,  the  operating  officers  of  the 
railroad,  and  had  dealt  with  various  problems,  such  as  car  service  and 
per  diem  and  standards  of  operation  and  standards  of  maintenance, 
and  so  foj;th;  but  when  Federal  control  took  place  the  Government  or 
the  director  general  tooic  over  all  of  the  men  constituting  the  mem- 
bership of  that  organization  and  then  the  Association  of  Railway 
Executives  took  over  or  began  to  take  up  and  deal  with  many  of 
the  questions  that  had  formerly  been  dealt  with  by  the  American 
Railway  Association. 

So  that  it  came  about  finallj^  as  I  have  indicated  briefly,  that  the 
Association  of  Railway  Executives  as  it  now  exists  represents,  I  sup- 
pose, 90  or  95  per  cent  of  all  the  steam  railroad  mileage  in  the  United 
States,  perhaps  more  than  that,  a  very  large  percentage.  It  is  an 
association  through  which  the  railways  get  together  and  endeavor  to 
decide  on  matters  of  common  interest.  Our  negotiations  with  the 
director  general  concerning  contracts,  the  carrying  out  of  our  rela- 
tion with  the  Government  during  the  period  of  Federal  control,  have 
been  largely  through  the  agencies  of  the  Association  of  Railway 
Executiv'es. 

The  Chairman.  Who  is  the  chairman  of  the  Association  of  Rail- 
way Executives? 

Mr.  Wn-LARD.  Mr.  De  Witt  Cuyler,  of  Philadelphia. 

The  Chairman.  Then  there  is  an  a<lvisory  committee,  is  there  not  t 

Mr.  WiLLAiu).  Yes. 

The  Chairman.  You  are  the  chairman  of  that,  are  you  not? 

Mr.  WiLLARD.  Yes. 

Tlie  Chairman.  In  your  capacity  as  chairman  of  that  committee 
you  are  in  a  position  to  know  the  facts  as  to  the  shortage  of  equip- 
ment for  the  transportation  of  sand,  rock,  brick,  cement,  steel,  and 
other  structural  materials  ? 

Mr.  WiLLARD.  Well,  I  do  know  sometliing  about  it ;  yes. 

Tlie  Chairman.  Can  you  explain  to  us  the  origin  and  function  of 
the  American  Railroad  Association? 

Mr.  WiLLARD.  Yes ;  the  American  Railroad  Association  was  origi- 
nally known  as  the  Standard  Time  Association,  and  its  origin  dates 
back  some  time  in  the  early  seventies.  At  that  time  there  was  no 
standard  railroad  time  in  the  United  States  and  the  time  association 
was  formed  by  a  few  railroad  officers,  the  idea  bein^  to  bring  about 
a  common  viewpoint  that  finally  resulted  in  establishing  standard 
times  to  be  used  in  zones  over  the  United  States.  After  the  standard 
time  went  into  effect,  I  think  in  the  fall  of  1883  or  1884,  of  course. 
the  prime  purpose  of  that  association  had  been  accomplished.  Then, 
that  association  was  changed;  its  title  was  changed  and  it  became 
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inown  as  the  American  Kiiilrnt  I  Ass-xiaiion  and  continued  to 
function  and  interest  itself  clinirf  ill  r-rieritln^r  and  maintenance 
natters,  and  is  still  in  exist^r.:v^  lz.  i  ?:_11  ^•eilinor  in  such  matters. 

The  Chairman.  The  a«Jvi?  rv  •• zzr^  of  which  you  are  chair- 

L.an,  Mr.  Willard — what  is  i!-*^  :   -  c.  n  of  tLjt  committee? 

Mr.  WiLXJiRD.  Well,  it  L^^  z.  z  k-j  sz-e^.ial  fimction.  It  was 
r^ateil  to  meet  an  emerfrency:  ii.i.  7»rr..i7s.  I  shall  have  to  explain, 
-J  •  lieyond  jour  question  a  iitt>  ' ::.  if  1  m iv.  to  make  clear  just 
^•j:ii  the  function  is. 

If  I  may  go  into  history  a  lirtl-e.  I  s!i:'ili  say  that  previous  to 
1  "7  there  had  never  been  :i:  iiis  i^.  in^rv  anions  railroad  men, 
r  ■  r  in  tlie  minds  of  anyone  el^.  s*:-  fir  is  I  know,  any  general 

f#reciation  of  the  fact  that  in  i.n-rs  •.-:  sl'^rtd^re  of  transportation 
r.  Jiiy  particular  re«^ion,  there  w-s  izj  iiry  nv»tn  the  other  carriers 

•  try  an«l  get  together  to  help  o  ;i  :!•*  situ.irioTi.  In  1007,  or  I  think 
r  wa:,  about  that  time,  there  wis  c  .:*:e  m  a.:ute  car  shortage  in  this 
"Mitry  for  a  period  and  it  dev^l  ^eii  cLat  in  places  people  were 

'  :.  if'K*  to  ship  while  in  other  [»la  -es  ; -•^r»*  ta3  an  excess  of  transpor- 

•  .T'<>n  facilities,  cars  and  enirin*^.  ii.i  -tili  there  was  no  agency  by 
^ .  1*  h  the  surplus  facilities  in  or.e  r^j:>ci  cu!:M  be  made  use  of  in 
i'.other  regi<»ii.  For  the  first  tin-r  t:.-*  siijrrrei^tion  came  up  that  in 
►Ti.^Tirenries,  such  as  that,  the  r-ailr  a  is  a:^  a  whole  ought  to  deal 
•.  :wi  i^iich  a  situation,  and  peoj>]^  i*^cin  to  talk  about  Government 
■  •••  rit»r<hip  as  the  only  means  by  -sv?.:  :.  tLat  couM  be  brought  about. 
K'.t  this  slH>rtage  tliat  I  have  in  mi.  i  ''^i.^  not  long;  it  was  followed 

*  a  iiHpn:^*»i<»n,  and  immediately  x:at^  ti^  a  large  surplus  of  trans- 
ration  facilities  all  over  the  Vz..'r^i  states.     That  was  the  first 

t  •  ♦-the  snbjw»t  came  up. 
In  HOC  there  came  alxMit  ajrain  a  -r.   rr.uj*  of  transportation  facilities, 

•  ''t  inilarly  in  the  Ea>t  and  in  cffT.T.r^x,  x.  ^ith  the  movement  of  coal. 

/   ••  Intf'rstnte  Commerce  Commi^^-.-c  -vrnt  into  the  matter  at  that 

:  riie  and  found  them>elves  helple^.^  t-.  "xxt*  my  definite  action.    They 

.   -'  tjrue  tiie  railroa-ls  themselves  t^.  f -rm  i    ar-service  commission,  to 

-  1** -ated  in  Washintrton.  and  they  jrivri  :ht»  railroads  to  voluntarily 

.  '. ♦•  that  commiv^ion  f»lcnar^'  p  ~^r  Hu  or  ^r  cars  from  one  road 
'  •  r-Tiothi-r  n>ad  n^trardless  of  fj^T.'^V'W  :>  and  in  order  to  meet  a 
f»i*'*  tran.'-portatifjn  situation  T'lan  Vimmittee  was  formed,  in 
t'm^»T,  IfMG.  and  t*<tablished  ir.  '/  i;^r.  n:i^.m.  It  did  some  good. 
^  A-  the  first  at.vn'y  that  ever  ».r.  >i-t<>ok  to  bring  together  and 
fy  the  ofieratir»n  f»f  t!ie  railroads. 

I -I  in*'  vjirinir  of  1I»17,  r>f  course,  o'lr  '^ountry  went  into  the  war. 

-»  L:if»|>ened  at  that  time  that  I  wa-  -ervinir  as  chairman  of  the 

-'.ry  ei»mrni--,-ion  to  the  Council  of  National  Defense;  and  one  of 

.    •:':'i»'s  that   had  U.vn   a-signed  to  me  in  that  capacity  was  to 

.   v:th  trjin^iportation  nuitters.     So.  in  that  capacity,  and  there 

'  J  t  it  #ine  el^e  wliri  ha«l  duties  of  that  rjiaracter,  any  transporta- 

•  '!.'jdti4'S  that  developed  as  the  war  approached,  or  our  entry 

t'  •'  war  apj>r4»:iehed.  were  referred  to  me,  not  because  I  had 

•    '■r-ty   to  <lefil   with  them,  but  because  there   was  nobody   else 

ii.id  any  authority  to  deal  with  them  and  I  had  been  desiirnated 

1   •"•»>'     ***^'**  ^^  came  to  my  notice  that  two  situations  were  de- 

;  :::J  that  the  railroads  separately  were  not  able  to  deal  with. 
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For  instance,  at  that  time  we  were  confronted  with  the  fear  at 
any  rate  that  there  would  be  a  shortage  of  foodstuffs  if  not  in  this 
country,  in  the  world  as  a  whole;  and  it  was  very  important  that 
anything  should  be  done  that  could  be  done  to  increase  the  food 
product;  particularly,  we  will  say,  the  salmon  packed  in  the  North- 
west. But  they  could  not  pack  salmon  unless  they  had  tin  cans  to 
pack  it  in  and  they  could  not  have  the  tin  cans  unless  they  had  tin 
to  make  the  cans  out  of.  They  needed  the  cans  in  the  Northwest 
and  the  tin  was  made  in  New  Jersey  and  the  problem  was  how  to 
get  the  tin  to  the  Northwest. 

The  roads  that  the  tin  originated  on  went  a  certain  distance  and 
their  responsibility  ended  at  the  end  of  their  line  and  there  was  no 
single  corporation  or  carrier,  no  governmental  agent,  that  could  say 
that  "  you  must "  load  tin  some  place  in  New  Jersey  and  send  it  to 
the  Northwest  in  order  to  protect  the  salmon  pack.  That  was  a 
question.  • 

Another  one:  Just  about  the  time  our  country  went  into  the  war 
it  developed  that  we  had  very  little  or  any  coal  on  the  Pacific  coast 
for  the  Navy.  Customarily  the  Navy  burns  Pocahontas  coal  or  coal 
from  that  region.  It  had  been  coming  down  through  the  Panama 
Canal  and  up  tlie  west  coast  in  foreign  bottoms.  Those  boats  were 
taken  awa}^  and  it  became  necessary  to  move  the  coal  across  the  con- 
tinent by  rail,  and  the  matter  was  brought  to  my  attention.  I  found 
it  was  something  that  could  not  be  dealt  with. 

I  could  take  it  up  with  the  road  that  originally  began  hauling  the 
coal,  but  their  responsibility  ceased  after  they  had  conveyed  it  over 
their  own  rails,  and  there  was  no  one  with  authority  to  say  that  the 
coal  should  be  moved  continuously  to  San  Francisco  and  back  again. 

A  situation  of  that  kind  suggested  the  necessity  of  a  common 
agency  to  bring  together  and  coordinate  the  rails.  That  is  how  it 
originated. 

As  the  chairman  of  the  advisory  commission,  I  asked  the  railroad 
executives  of  the  United  States  to  come  to  Washington  in  confer- 
ence. I  laid  the  situation  before  them  and  recommended  to  them 
that  they  appoint  a  small  committee  of  five  presidents  to  stay  in 
Washington  and  that  they  give  those  presidents  full  authority  dur- 
ing the  period  of  war.  This  was  projected  as  a  war  emergency  meas- 
ure,* during  the  period  of  the  war,  to  order  cars  or  locomotives  any- 
where regardless  of  ownership,  in  order  that  the  railroads  as  a 
whole  might  during  the  war  perform  the  greatest  service  in  trans- 
portation. They  immediately  and  unanimously  agreed  to  the  propo- 
sition and  the  war  board  was  called  there,  established  and  located 
in  Washington  and  continued  to  unify  and  direct  the  operation  of 
the  railways  until  the  Government  took  over  the  railways  in  the 

fall. 

Some  of  the  things  that  they  did  were  of  momentous  chara<*ter. 
They  used  the  car-service  commission  that  had  been  created  the  pre- 
vious September  as  their  agents,  and  wlien  the  War  Board  ceasetl  t^ 
operate  and  the  Federal  director  took  over  the  roads,  he  contiuned  to 
use  exactly  the  same  commission.  When  Federal  control  ceased  that 
same  car  service  commission  that  had  been  in  Washington  since  the 
fall  of  1916.  some  of  the  personnel  remaining  the  same  but  enlarged 
as  to  numbers,  were  still  there  and  that  commission  was  there  the 
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4th  day  of  last  March,  but  witli  no  one  to  repoit  to  because  Federal 
control  had  ceased.  The  director  general  had  ceased  to  function. 
The  War  lioard,  which  had  supervised  the  operations  previous  to 
PVderal  control,  had  ceased  to  exist,  and  here  was  an  agency  prepared 
to  .still  carr}^  out  the  necessary  instructions  for  unified  cooperation 
hut  no  one  to  report  to. 

It  was  to  fill  that  gap  that  the  advisory  committee,  of  which  I  am 
chairman,  was  appointed.  The  advisory  committee  consists  now  of 
10  members,  presidents  of  different  railroads  selected  because  of  their 
geographical  location  so  as  to  be  jt^enerally  representatives  of  the 
country.  That  committee  was  appointed  by  the  Association  of  Rail- 
way Executives.  I  am  the  chairman  of  that  committee.  Mr.  Barnes 
IS  temix)rarily  at  the  head  of  the  car-service  commission  in  Washing- 
ion  whurh  has,  1  suppo.se  now,  about  100  men  connected  with  its 
ijjH'rationfc^.  He  reports  temporarily  or  under  existing  arrangements 
Ui  me,  and  I  confer  at  times  witfi  my  full  committee,  as  occasion 
n^jiiires:  and  having  before  us  such  information  as  Mr.  Barnes 
brin<ri»  to  us  about  the  general  transportation  situation  in  the  country, 
we  iliH'ide  as  best  we  may  what  ought  to  be  done  to  help  wherever 
help  js  necessary  or  can  be  given.  I  think  that  covers  it  pretty 
jreneralh'. 

The  Chair^ian.  You  referred  a  moment  ago  to  the  car  service 
commission  ? 

ilr.  W1LX.ABD.  Yes. 

The  Chairman.  They  function  with  your  advisory  committee  ? 

Mr.  WiLLARD.  Yes:  the  head  of  that  body  at  the  moment  is  Mr. 
W.  L.  Barnes,  who  is  the  general  superintendfent  of  transportation  of 
the  Burlington  Bailroad.  He  has  been  temporarily  furloughed  and 
IS  in  Washington  at  the  head,  and  he  reports  to  me. 

The  Chairman.  This  car-service  commission  originated,  I  assume, 
for  the  reason.c  you  have  given  the  committee? 

Mr.  Wii.i^ARu.  Yes:  datincr  back  to  the  fall  of  1916,  it  has  been  a 
<N>ntinuous  lK>dy  ever  since,  its  duties  increasing  and  unfolding  as 
tune  went  on. 

The  Chairman.  Can  you  explain  to  us  the  origin  and  function  of 
the  bureau  of  railroad  econoniics? 

Mr.  Wiij^um.  Yes.  I  can  not  tell  you  the  exact  date,  but  it  must 
hjive  lieen  some  12  or  15  years  ago,  a  group  of  railroad  oflicers,  of 
whii»h  I  hapi>enecl  to  be  one,  in  discussing  the  general  situation  came 
to  %  realization  of  this  fact,  that  a  great  deal  of  information  was 
r^-inir  put  out  about  railroads  that  was  not  true:  perhajjs  not  ma- 
l'«  iouxly  false,  possibly  mistakenly  untrue.  In  any  event,  statements 
w»»re  >M»incr  ron.stantly  put  out  to  the  public  that  were  misleading  and 
t'la'-ing  the  railroad.*^  in  a  false  position.  .*>o  it  was  thought  that  it 
•^ouM  l»e  in  the  inlt  rests  of  the  railroads  and  in  the  public  interest 
»-  veil  if  a  bureau  cotihl  Im*  established  wliich  would  oring  together 
♦l.ita  from  all  the  railroa<ls  and  at  times  put  out  information  that 
*^otiM  U*  reliable.  Iccau^e  we  felt  tliat  with  all  tlie  faults  that  the 
rT»lr»»nd-  rniirht  ju.stU"  be  charged  with,  it  was  better  und  necM'ssarv 
t'.nt  the  truth  shoidd  l»e  known  rather  than  that  untruth  slionid  be 
H'  I'lp  \\w  basis  of  action  #»r  of  proiX)sed  aition. 

•Vnd  the  result  of  that  first  discussion  we  arranged  for  Mr.  Dixon — 
I*n»f.  I)ixon,  of  Dartmouth  CoHege — to  act  as  statistician.    I  think 
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he  was  the  first  one,  or  it  may  have  been  Mr.  Logan  McPherson 
was  the  first  one.  I  am  not  sure.  But  in  any  event,  our  idea  was  to 
get  an  outside  man,  and  by  outside  I  mean  a  man  not  connected  at 
all  with  railroad  service,  not  in  the  employ  of  any  railroad,  but  a 
man  of  recognized  standing  as  an  economist  and  statistician. 

Logan  McPherson,  who  was  quite  a  well-known  lecturer  on  eco- 
nomics and  a  writer,  was  employed,  I  think,  for  a  year  or  two  and 
then  I  think  after  te  left  the  bureau  Prof.  Dixon,  of  Dartmouth 
College,  was  employed  and  he  stayed  with  the  bureau  some  two  or 
three  years.  Then  he  retired  and  is  now  back  at  Princeton  Uni- 
versity as  professor  of  economics.  Mr.  Pammerlie  succeeded  him. 
I  can  not  tell  you  very  much  about  him.  He  is  a  well-educated  man 
and  has  been  a  student  of  economics  and  is  now  at  the  head  of  that 
bureau. 

That  bureau  is  supported  by  all  of  the  railroads.  It  has  estab- 
lished a  library  of  many  thousand  pieces.  It  aims  to  keep  in  its 
library  all  up-to-date  information  concerning  transportation  mat- 
ters in  this  country  and  abroad ;  and  the  tosl&  have  made  use  of  it 
to  compile  information  that  would  be  of  interest  to  all  of  the  rail- 
roads. At  the  present  time,  one  of  the  things  that  it  is  doing  is 
this :  It  is  putting  out  monthly,  for  the  benefit  of  all  of  the  roa(£,  a 
statement  showing  the  miles  made  per  car  per  day,  the  average  load 
per  car,  and  the  per  cent  of  cars  unfit  to  run  because  of  needing 
repairs. 

That  information  is  sent  out  monthly  to  all  of  the  presidents  so 
that  they  can  compare  their  resultis  one  with  another.  In  that  con- 
nection, the  Aissociation  of  Railway  Executives  has  unanimously  set 
up  for  its  standard  of  performance  certain  figures.  For  instance, 
they  have  said  that  in  their  opinion  freight  cars  ought  to  make 
dri  the  average  30  miles  per  day  and  they  ought  to  have  on  the  aver- 
age a  load  01  30  tons ;  and  not  over  4  per  cent  of  all  the  cars  ought 
to  be  waiting  for  repairs  at  any  one  tmie.  All  of  those  standards, 
however,  are  higher  than  anything  that  has  ever  been  accomplished 
in  this  country  at  any  time,  either  under  private  operation  or  gov- 
ernmental operation.  But,  having  established  those  standards  as  a 
possible  attainment,  it  was  thought  desirable  then  that  information 
such  as  I  speak  of  should  be  circulated  each  month  so  that  each 
president  would  know  not  only  what  he  was  doing  but  what  every- 
body else  was  doing.  The  bureau  of  economics  is  doing  that.  It  is 
doing  many  other  things,  but  that  is  an  instance  of  wnat  they  are 
doing. 

The  Chairman.  Mr.  Willard,  you  just  referred  to  the  standards, 
that  not  over  4  per  cent  of  cars  ought  to  be  waiting  repair,  and  that 
30  miles  should  be  the  distance  traveled  by  freight  cars.  You  staid 
that  standard  had  never  been  reached  in  tnis  country  under  private 
or  governmental  operation.    Has  it  ever  been  reached  in  Europe? 

Mr.  Willard.  I  do  not  think  so.  I  am  sure  the  car  load  has  not 
been  reached  over  there  because  their  car  capacity  is  very  much  less 
than  ours.  I  have  never  been  able  to  see  any  figures  as  to  car-miles. 
They  may  not  handle  that  as  we  do. 

But  I  should  doubt  somewliat  if  our  car  miles  has  been  reached. 
I  do  not  know.  I  have  a  copy  of  the  report  for  February.  Unfor- 
tunately, this  report  was  just  started  three  or  four  weelcs  ago.     So 
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we  went  back  to  the  4th  of*  January  as  a  good  starting  point  and 
we  have  not  got  the  reports  up  to  date  as  yet,  but  I  have  the  report 
for  February,  which  1  will  be  glad  to  leave  with  the  commission. 
On  the  back  of  that  report  I  have  shown  the  average  miles  per  car 
per  day  by  months  for  the  years  1917,  1918,  and  1919,  and  tne  first 
two  montns  up  to  date.  You  have  shown  there  the  carload  and 
the  percentage  of  cars  needing  repair ;  and  if  I  may  finish,  now  that 
I  am  on  that  subject,  I  think  perhaps  you  will  be  interested  to  know 
that  an  increase  of  the  average  car  miles  of  1  mile  per  day,  for  all 
the  cars  in  the  United  States,  is  equivalent  to  adding  about  100,000 
c-arb  to  the  service :  that  is,  1  mile  increase  per  day.  An  increase  of 
1  ton  in  the  load  tnat  each  car  carries  is  equivalent  to  adding  about 
**0.000  more  cars  to  the  service  and  a  reduction  of  1  per  cent  in  the 
niunber  of  bad-order  cars  actually  does  add  25,000  cars  to  the 
aen'ice. 

We  are  showing  to-day  about  7  per  cent  bad-order  cars  all  over 
the  country.  It  is  our  purpose  to  get  that  down  to  4  per  cent.  That 
would  put  75,000  cars  into  service  that  to-day  are  out  of  service. 

In  February,  the  last  month  of  Federal  control,  the  cars  in  the 
^•oiintry  made  only  22f\j  miles  per  day.  I  do  not  know  what  the 
average  is  that  they  are  making  now,  but  we  have  said  we  are  going 
to  make  that  30  miles  per  day  and  I  think  we  will.  The  averajje 
<'arload  in  February  all  over  the  United  States  was  28.3  tons.  We 
have  set  30  tons  as  our  standard.  That,  I  think,  has  never  been 
irotten,  but  I  think  it  will  be. 

The  Chairm.\x.  You  think  the  cars  are  large  enough  and  the  con- 
>t ruction  of  the  car  will  bear  additional  loads? 

Mr.  WiiXARD.  Oh,  yes.  We  know  this,  that  about  30  per  cent  of 
a!l  the  cars  that  run  run  empty  anyway,  because  the  business  is  not 
•-venly  balanced;  and  of  the  cars  that  are  loaded,  they  are  only  loaded 
tn  aUmt  70  per  cent  of  their  capacity  upon  the  average;  so  that  it 
I*  ;H>;«ible  to  raise  them  up  to  get  tfie  higher  load.  I  suppose  the 
4\erage  capacity  of  all  the  cars  in  the  I^ited  States  to-day  must 
*>*-  al  leu^t  40  tons.  On  many  roads  it  is  much  higher  than  that: 
!■  It  with  a  40-ton  capacitv  and  a  30-ton  load  you  have  only  got  three- 
•;  larters  of  its  capacity  then. 

The  Chairman.  To  what  extent  are  the  railroads  bound  to  ohey 
t!.«*  ruic^  and  regulations  and  orders  of  the  American  Railway  Asso- 
•utionf 

Mr,  Wiu^vRD.  The  Railway  Association  is  not  organized  on  that 
Ki-^is.  It  has  never  given  orders  at  all.  Its  purpose,  as  announced 
fi  its<x>nstitution.  was  to  discuss  and  develop  and  make  recommenda- 
t.*»rtf  as  to  practice  and  then  its  recommendations  have  l>een  sub- 
n.itierl  to  the  railroads  for  their  approval;  and  only  when  the  recom- 
r:i>ri<latii>ns  of  the  associations  have  been  accepted  by  the  railroads 
•>ave  ihey  then  become  matters  of  common  practice;  and  because  they 
^••re  voluntarily  accepted  they  have  been  generally  lived  up  to.  For 
r  -ttm^e.  the  rules  concerning  interchange  of  cars,  the  repairs  that 
»*t«*  owners  should  make,  and  the  repairs  that  the  user  should  make. 
J'ru.tires  of  that  kind  have  been  developed  by  the  Railway  Associa- 
i  '•!).  and  when  accepted  they  have  been,  I  may  say,  almost  univer- 
*'ilv  followe<I  bv  the  railroads. 
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The  Chairman.  The  practice  is  to  follow  the  rules  in  those  mat- 
ters? 

Mr.  WiLLARD.  The  practice  is  rather  to  follow  the  recommenda- 
tions, I  should  say,  of  the  American  Railway  Association,  after  they 
have  been  accepted  by  the  railroads  as  standard  practice. 

The  Chairman.  What  is  the  relation  of  the  commission  on  car 
service  to  the  Interstate  Commerce  Commission? 

Mr.  WiLLARD.  Well,  they  have  really  no  relation  at  all,  except  one 
of  close  cooperation.  The  Interstate  Commerce  Commission  at  the 
present  time  has  created  a  bureau  of  service  and  thev  have  an  ap- 
pointive officer,  called  the  director  of  service,  and  the  director  of 
service  for  the  Interstate  Commerce  Commission  works  very  closely 
with  Mr.  Barnes,  who  is  at  the  head  of  our  commission.  They 
confer  with  each  other  and  we  make  reports,  or  our  commission 
makes  a  great  many  reports  to  the  Interstate  Commerce  Commission, 
so  they  can  keep  advised  of  the  situation  all  over  the  countr;^ ;  and  if 
the  Interstate  Commerce  Commission  has  instructions  to  give,  it  is 
not  bound  to  do  it,  but  so  far  it  has  seen  fit  to  use  our  car-service 
commission  as  its  agency.  The  transportation  act  specifically  pro- 
vides that  the  Interstate  Commerce  Commission  may  use  such  agency 
as  it  desires  in  carrying  out  the  instructions  of  the  law.  So  far  they 
have  seen  fit  to  use  the  car-service  commission. 

The  Chairman.  This  committee  has  the  facilities  and  information 
and  they  take  advantage  of  it? 

Mr.  WiLLARD.  Yes. 

The  Chairman.  Do  you  believe  it  was  the  intent  of  the  emergency 

frovision  of  the  Esch-Cummins  bill  to  place  in  the  hands  of  the 
nterstate   Commerce   Commission   a   practical   control   of  business 
through  its  direction  of  traffic  ? 

Mr.  WiLi^RD.  I  do  not  think  that  was  the  prime  purpose,  but  I 
think  that  was  one  of  the  indirect  results,  and  I  think  it  is  a  neces- 
sary result,  too. 

I'he  Chairman.  It  has  operated  that  way  and  it  looks  as  though 
it  was  bound  to  work  that  way. 

Mr.  WiLLARD.  Yes;  that  is  only  stating  in  another  way  what  the 
law  itself  says.  I  have  not  the  law  at  hand,  but  somewhere  in  the 
law  it  says  something  like  this,  that  in  times  of  emergency,  as  ap- 
parently the  commission  itself  should  be  the  judge  when  there  is  an 
emerj^ency,  it  shall  give  such  priority  orders  for  the  use  of  cars  as 
may  in  its  opinion  be  justified  by  the  emergency.  The  effect  of  that 
would  be  to  move  one  business  in  preference  to  some  other  business, 
and  it  might  stop  the  movement  altogether  of  some  other  business, 
thought  to  be  less  important  in  the  public  interest.  That  would  be 
an  extreme  case.  I  do  not  think  the  law  expected  that  that  would 
happen.     I  do  not  think  it  will  happen. 

The  Chairman.  Is  it  not  a  fair  and  sound  principle  that  the 
shortage  of  transportation  facilities  should  be  shared  alike  by  all 
shippers  ? 

Mr.  WiLLARD.  I  think,  generally  speaking,  that  is  so,  with  the 
exception  which  the  law  itself  contemplates,  that  in  cases  of  emer- 
gency exception  shall  be  made.  You,  of  course,  have  in  mind  this 
fact,  that  tliis  power  to  make  exceptions  is  not  left  with  the  railroads 
themselves.    It  is  vested  in  a  public  body;  that  is,  the  Interstate 
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(Commission,  as  the  apent  of  Congress.  That  is  the  only  body  under 
the  law  as  it  now  exists  that  can  define  an  emergency  and  then  issue 
priority  orders. 

Congress  did  in  the  summer  of  1917  by  special  legislation  pass  a 
M> -called  priority  bill.  Judge  Lovett,  you  may  recall,  was  made 
l>ire<*tor  of  Priority.  That  action  has  been  recalled,  but  the  power 
which  was  found  to  be  necessary  will  be  found  to  be  necessary,  I  am 
sure,  at  times  in  the  public  interest ;  that  power  is  now  exercised  by 
the  Interstate  Commerce  Commission,  to  be  used  only  in  times  of 
«'mergency. 

The  Chairman.  Has  it  not  been  the  policy  and  legal  requirement 
of  the  commission  in  times  past  to  adjust  all  differences  between 
.^iiippers  in  the  matter  of  car  supplies,  on  the  principle  of  nondiscrimi- 
naiion  as  between  shippers  of  commodities? 

Mr.  WiLi^RD.  I  thiuK  generally  if  it  had  come  up  at  all,  I  should 
-ay  that  would  have  been  the  practice.  I  do  not  know  if  the  matter 
flits  arisen,  but  I  should  say  fhat  is  the  manner  in  which  it  would 
have  l>een  handled  in  the  past. 

The  Chairman.  What  legal  right  or  authorization  has  the  com- 
mii-^ion  on  car  service  to  extend  orders  issued  by  the  Interstate  Com- 
njen*<?  Commission?  For  example,  service  orders,  Nos.  2  and  3, 
lireoting  the  movement  of  open-top  cars  from  points  west  of  the 
Mif^sissippi  to  points  east;  the  transfer  of  box  cars  in  the  opposite 
•iirection? 

Mr.  Whj^rd.  Your  question  is,  What  legal  right  has  the  car- 
>«-rvice  commission  to  do  that  ? 

The  Chairman.  Yes. 

Mr.  Whxard.  I  suppose  this  would  have  to  be  said.  If  you  went 
t'»  the  last  analysis,  it  would  only  exercise  that  by  virtue  of  the 
-.irhority  resting  in  the  Interstate  Commerce  Commission  to  do  that 
i-  a  matter  of  law.  Of  course,  that  same  thing  was  done  all  during 
t'i«»  tinii'  of  Federal  ocmtrol  bv  direct  orders  of  the  director  general. 
After  the  cessation  of  Federal  control  there  was  no  one  to  give  such 

•  r  iTN  an<l  enforce  them,  but  the  law  did  give  the  Interstate  Com- 
r..*  :«v  Commission  the  power  and  it  made  it  the  duty  of  the  com- 
n ---iion  to  exercise  that  power  in  times  of  emergency. 

It  was  brought  to  the  attention  of  the  commission  that  there  was 

:i  ^l.nriagt*  of  cars  in  the  West  and  a  surplus  of  cars  in  the  East,  and 

1  .-  «^»nimission  was  asked  to  give  such  an  order  as  the  law  contem- 

I    it»-l.  and  thi'V  did  give  an  order,  using  the  car-service  commission 

'   \Vn<I:inirton  as  their  agency  or  their  agent,  directing  certain  east- 

'?i  fftrj.Jw  t<i  give  certain  western  roads  a  certain  number  of  box  cars 

.:  j'     liri*rt»nir   western    roads  to   give   to   eastern    roads   a    certain 

r  i'wT  1*1  o|H*n-top  cat's.    The  commission  did  that  by  virtue  of  the 

i-A  :i^  (untaimMl  in  the  transportation  act  of  10*J();  and  our  car-service 

-'  riiiv^it^ri  di<l  what  it  did  in  connection  with  that  order  by  virtue 

•  t  t!i«"  authority  of  the  commission.  Since  that  order  was  fullilled 
t'.  <:ir-*«ervice  commission  has  continued  to  give  orders  of  its  own, 
-r  l.nc  U>x  (*ars  west  and  coal  cars  east.  It  has  done  so  after  a 
"   Tiference  with  the  commission  in  all  instances,  and  the  commission 

•    h\\  instamres  has  approved  of  what  we  were  doing:  an<l  if  the 
'   'IfTrftd  hud  refused  to  carry  out  the  orders  of  the  car-service  com- 

•  Kbion  msi  they  hud  agreed  to  do,  but  having  provided  no  penalty 
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if  they  did  not  do  it,  if  any  one  of  them  had  refused,  I  have  every 
reason  to  believe  that  the  Interstate  Commerce  Commission  would 
have  issued  its  own  order  and  the  railroad  would  have  been  obli^d 
under  the  transportation  act  to  obey  the  order  of  the  commission  or 
pay  thepenalties  prescribed  in  the  act. 

The  Chairman.  So  that  whatever  authority  the  car-service  com- 
mission has  taken  has  been  with  the  knowledge  and  consent  and  con- 
currence of  the  Interstate  Commerce  Commission  ? 

Mr.  WiLLARD.  Yes. 

The  Chairman.  Why  is  it,  in  territory  west  of  the  Mississippi, 
where  there  have  been  no  restrictions,  the  railroads  have  given  the 
coal  loading  preference  to  the  detriment  of  other  shippers  ? 

Mr.  Wiu-ard.  First  of  all,  I  do  not  know  whether  that  is  so  or  not, 
and  if  it  is  so,  I  can  not  explain  it,  because  I  do  not  know  anything 
about  it. 

The  Chairman.  That  information  came  to  us. 

Mr.  WiLiJiRi).  I  should  want  to  know,  first  of  all,  whether  the 
information  i&  true  or  not.  I  do  not  know  the  instance.  I  do  not 
Imow  the  case.  I  could  not  answer  such  an  indefinite  question  ais 
that. 

The  Chairman.  Are  the  railroads  free  to  interpret  the  orders  of 
the  Interstate  Commerce  Commission  as  they  see  fit? 

Mr.  WiLLARD.  Oh,  no;  by  no  means.  The  Interstate  Commerce 
Commission  is  the  final  interpreter  of  its  own  orders,  and  if  the 
orders  were  not  plain  enough  so  that  an  interpretation  is  needed 
they  are  asked  to  give  an  interpretation.  I  would  say  this:  It  has 
happened  in  a  number  of  instances  that  different  railroads  have 
placed  different  interpretations  on  their  orders,  and  for  a  while  the 
practice  was  not  in  harmony  with  the  order,  but  it  very  soon  came 
to  the  notice  of  either  the  car-service  commission  or  the  Interstate 
Commerce  Commission  itself  and  the  matters  were  corrected. 

The  Chairman.  This  committee  has  been  informed  of  several  occa- 
sions where  the  railroads  have  interpreted  these  orders  differently. 

Mr.  WiLLARD.  Yes:  so  have  I.  That  has  happened,  and  I  suppose 
it  might  be  expected  where  so  many  people  were  dealing:  with  it. 
They  did  not  understand  it  the  same  way.  But  as  quickly  as  that 
matter  is  brought  to  the  attention  of  our  car-service  commission  it  is 
corrected.  The  point  is,  that  it  is  not  left  to  the  individual  char- 
acter. 

The  Chairman.  What  was  the  redress  of  a  shipper  whose  business 
was  damaged  as  the  result  of  an  interpretation  not  intended? 

Mr.  WiLLARD.  Of  course,  he  would  appeal  to  the  Interstate  Com- 
merce Commission. 

The  Chairman.  Mr.  Willard,  you  are  familiar  with  the  several 
car-service  orders  issued  this  summer  by  the  Interstate  Commerce 
Commission  ? 

Mr.  WiLLARD.  Yes:  in  a  general  way. 

The  Chairman.  Will  you  briefly  explain  to  this  committee  these 
priority  orders,  and  why  the  succeeding  order  was  necessary  ? 

Mr.  WiLLARD.  I  have  not  the  orders  with  me  and  I  can  not  deal  in 
detail  with  the  orders.  But  I  know  the  reason,  general  reason,  and 
perhaps  that  is  what  you  desire,  after  all,  why  the  orders  were  given. 
One  order,  the  order  which  has  perhaps  met  with  most  opposition — 
I  do  not  recall  the  number  of  the  order — but  the  purpose  of  it  was 
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that  open  cars  east  of  the  Mississippi  River  should  be  used  prefer- 
ably for  the  moving  of  coal.  Afterwards  that  order  was  modified 
so  that  certain  open-top  cars  with  sides  of  a  certain  height  should 
!«  exempted  from  the  order. 

There  are  about  a  million  cars  in  the  United  States  with  open 
tops,  and  I  suppose  there  are  some  G5,00()  or  70,000  that  would  be 
exempted:  about  80,(XX)  would  be  exempted  under  that  modified 
order,  so  that  they  can  be  used  for  anything. 

The  reason  for  giving  that  order  was  this:  Representations  were 
made  in  Washington  before  the  car-service  commission  and  before 
the  Interstate  Commerce  Commission  to  the  effect  that  the  output 
of  coal  in  the  United  States  was  less  than  it  needed  to  be,  in  the  in- 
terest of  the  peoj)le,  and  that  serious  situations  were  developing, 
p:i:ticularly  in  New  England  and  in  the  Northwest.  Besides,  the 
[irice  of  coal  had  gone  up  higher  than  at  any  time  in  the  immediate 
past,  and  the  whole  matter  was  being  given  a  great  deal  of  considera- 
tion and  conferences  and  discussions  took  place.  It  seemed  first  of 
all  that  the  thing  to  do  would  be  to  increase  the  amount  of  coal  that 
'ojild  be  mined. 

According  to  the  reports  made  by  the  Geolop:ical  Survey  the  bitu- 
rniiious  coal  mines  in  this  country  have  a  capacity  of  about  18,000,000 
tons  j>er  week,  but  it  seems  to  be  the  general  opinipn  of  coal  dealers 
:in«l  operators  that  this  country  can  only  take  about  12,000,000  tons 
^  wn»k  at  the  outside,  and  that  would  provide  some  8,000,000  tons  for 
♦'XjMjrt  over  the  seas,  which  is  more  than  has  been  exported  at  any 
time  in  tlie  past.  But  about  12,(K)0,0()()  tons  a  week  apparently  ought 
I"  i^e  mined  to  take  care  of  our  requirements. 

The  report.^  of  the  (leological  hurvey  in  Washington  showed  that 
!»>vthan  li).(KK).()0()  tons  a  week  were  aciiuilly  being  mined,  and  mani- 
i^<tl\  there  was  not  enough  coal  being  mined  to  meet  the  require- 
iii»ni\s  of  the  i'ountrv  and  prepare  for  next  winter,  (^learly  there 
"a>  u  cai)acity  to  mine  sufficient  if  they  had  men  to  work  and  cars 
t<»  move  it  in.  It  was  stated  that  there  were  plenty  of  men  to  mine 
tii^  coal,  and  I  l)elieve  that  was  the  fact. 

Now,  in  order  to  increase  the  available  coal  then  it  seemed  necessary 
tii'-l  of  all  to  furnish  more  cars.     Well,  then  it  developed  that  the 

ir-  w<»re  not  properly  distributed.  Take  the  roads  in  this  entire 
♦••i-teni  n»gion  east  of  the  Mississippi  and  back  of  the  Ohio  generally, 
Jt  ilfveloped  that  of  the  entire  number  of  cars  owned  by  those  roads 
f"i  'mihI  purposes  some  7(),(KK)  or  80,000  had  gone  off  out  West  with 

•  il  In^-t  fall  during  the  »»oal  strike,  and  they  had  gone  in  one  way 
•r  another  carrying  steel  anil  they  had  not  come  back.     There  was 

•!».  »»tual  shortage  of  coal. cars  in  this  region,  just  the  same  as  there 
"  •-  an  actual  sliortage  of  box  cai's  in  the  West  that  had  come  East 
"  i\\  jrrain  and  other  commodities  and  had  not  gone  back.     So  the 

•  n.mi.-^ion  first  of  all  issued  its  order  to  send  coal  cars  East,  to  get 
I'  ••rn  in  this  region  where  it  was  necessarj^  to  increase  the  coal  pro- 
J.  tinn  ami  to  send  the  l)OX  cars  West,  where  they  were  necessary 
t«'  rijovp  grain. 

Then  it  followed  that  up.  That  did  not  seem  to  get  the  necessary 
r»-u]ts.  and  it  took  the  next  logical  step  by  seeing  that  those  coal 
•ars  that  are  available  in  this  eastern  region  you  must  first  of  all 
•f'piv  them  for  loading  coal.    That  matter  went  on  for  a  while.    Of 
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^.     -      '>K   V--  %.  I  suppose  there  were  many  exceptions.     The 

»c-    »  V    .     .•:   is  definite  as  I  have  stated.     For  instance,  ii 

»    -    ...,».     .  w   ki'^.  iuid  of  material  could  be  loaded  in  those  cai^s 

»    . ,  ^.1-  :  •  .  -^'iT  empty  toward  the  mines;  but  other  material 

...   -^  ^f  tn.  I  ore  must  not  be  loaded  in  them  in  the  direc- 

V    .\»-  v;   '^n^ment.    That,  of  course,  immediately  was  felt 

V       v      i^**;:^''*    n  the  shipping  of  sand  and  gravel  and  steel  and 

.  .  w  .  <>^  t>.jn   naturall}'^  move   in   open  cars.     Afterwards 

.V       tvo^  ^vrv»  ffiven.     Two  particular  orders — I  think  I  will 

.  ><f  *;•.;  c>.e:i  I  will  explain  some  of  these  objections.    It  was 

s..  ..       i    Hv*.   c  had  developed  during  the  last  three  or  four  years 

*     \.>i*.>wt*st   must   obtain   every   year   some   25,00(),0(j()    or 

N  .uitji  of  iX^al  from  Lake  Erie  ports.    It  actually  must  go 

. » .    itc  a  vv  to  Chicago,  Milwaukee,  and  Duluth  and  other  points 

L  .   ..    'o  >«.»a>5v»n  of  open  navigation,  to  be  distributed  into  the  North- 

^w  x    !    •  i>^  viH"  ^  inter  months.    As  a  matter  of  fact,  if  that  amount  of 

X  .*.    .M  'ivH  ;cv»  up  over  the  Lakes  during  the  season  of  open  naviga- 

.1  .^   lU  i V  vk us  no  other  way  to  get  it  up  tliere.    The  railroads  runmnfy 

.w  w»  i.ixf  >a.»tith  to  Illinois  where  there  are  coal  mines  have  not  carry- 

:. ,     u  \iv  i\  t^nough  to  carry  this  much  additional  coal  on  top  of 

^*.»...     >v^  iiiv  oarrving.    Through  a  long  period  of  free-trade  devel 

...av  iu    i  liiis  iWe  about  that  25,000,000  to  28,000,000  tons  of  coal 

umi  i.S».v*  iind  West  Virginia  do  come  up  that  way. 

U  '>v'H  m.utoi's  got  upset  by  the  war — take  1917  in  the  first  case — 
!  \w  xvmI  vlul  not  go  up  tnat  way  as  usual  in  the  spring,  and  the  people 
\\i4:»i\^  Yvrv  much  concerned..  The  northwestern  governors  and 
'i4avv»is  vkt*  cities  came  to  Washing^ton.  I  happened  to  be  the  point  of 
vv»iiuvi  iis  oluiirman  of  the  advisory  commission,  and  conferences 
vvciv  hold.  It  was  arranged  through  the  War  Board  operating  at 
i'v4i  t\mo  to  force  this  coal — get  cars  in  there  and  force  this  coal 
iSi\*u>:l\  tlie  Lakes,  in  order  that  it  might  be  gotten  up  to  the  head 
s»v  tho  Lnki^s  while  the  Lakes  were  open.  If  25,000,000  tons  of  coal 
\.\^\  tho  Northwest  needs  must  get  up  on  the  Lakes,  certainly  it  must 
!^v4  ihoiv  wlien  thev  are  not  frozen  over.  Therefore  it  has  to  be  done 
u^  I  ho  sinumer.  Tlie  director  general  had  exactly  that  same  problem 
^\k  vlortl  with  in  1918  and  1919,  and  he  had  to  do  it  by  forcing  it  there. 
Tho  ooal  di(l  not  move  voluntarily.  It  went  in  other  directions.  The 
jM  uv  and  trade  conditions  and  all  that  sort  of  thin^  entered  into  it. 
This  year  the  exact  same  situation  came  about  again.  The  coal  did 
nv»l  nuAe  to  the  Northwest,  and  finally  on  the  1st  of  July  it  came 
al'ont  that  this  vear  the  volume  of  coal  moving  to  the  Northwest  via 
tho  hakes  was  from  5,000,000  to  6,000,000  tons  less  than  it  was  th<* 
vuno  period  a  year  ago,  and  unless  something  was  done  to  help  it, 
\{  was  clear  that  instead  of  getting,  say,  25,(K)0,000  tons  up  the  Lake^ 
before  the  close  of  navigation  they  probably  would  not  get  over 
i;>,ih)i),n()(),  and  there  would  l.e  a  shortage  of  10,()()0,00()  up  in  that 
rold  lountrv  next  winter  and  no  way  of  getting  relief.  It  was 
(hoii^lit  that  was  an  emergency.  I  think  that  is  an  emergency.  As  I 
undei'stand  the  word  ''  emergency,"  it  is  as  near  an  emergency  as  any- 
thing I  can  think  of. 

The  facts  were  brought  to  tlie  attention  of  the  Interstate  Commerce 
Commission  and  they  made  an  order  on  the  railroads  and  on  the  coal 
operators.    The  character  of  the  order  was  worked  out  as  the  result 
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of  conferences  between  railroad  managers  and  coal  operators.  The 
commission  gave  its  oiider,  the  effect  of  it  being  that  4,000  cars  of  coal 
were  to  be  loaded  every  day  and  moved  by  the  railroads  to  Lake  Erie 
ports  from  the  time  tne  order  was  given  until  the  end  of  navigation 
in  order  that  we  might  get  enough  coal  up  there  to  keep  the  North- 
west going  next  winter.    That  was  one  emergency  problem. 

Another  one  was  the  New  England  situation.  Governors  from 
New  England  came  to  Washington  and  met  the  car  service  commis- 
sion ana  the  members  of  the  Interstate  Commerce  Commission  and 
represented  that  unless  there  was  a  large  movement  of  coal  into  New 
England  there  would  be  a  coal  famine  there  next  winter  and  that 
industries  would  be  obliged  to  shut  down  and  large  numbers  of 
worlanen  would  be  thrown  out  of  employment. 

The  information  based  on  past  operations  showed  that  New  Eng- 
land required  from  25,000,000  to  26,000,000  tons  of  bituminous  coal 
each  12-month  period,  somewhere  in  that  vicinity.  The  estimates 
tary  somewhat,  but  it  will  be  safe  enough  in  calling  it  25,000,000, 
peroaps.  We  also  know  that  the  railroads  at  the  outside  can  only 
carry  a  million  tons  a  month  into  New  England.  As  a  matter  of 
fact,  they  never  have  carried  that,  but  they  probably  can ;  so  that  if 
Xew  England  needs  25,000,000  tons  of  coal  a  year  and  the  railroads 
can  onlv  carry  one-half  that  amount,  the  other  half  has  got  to  go 
»5ome  other  way,  and  the  only  other  way  there  is  is  to  go  in  by  water, 
and  that  is  the  way  it  has  been  ^oing  in  the  past. 

Previous  to  the  war  two-thirds  of  the  coal  that  went  into  New 
Eni^land  went  from  mines  in  Pennsylvania  and  Virginia  and  was 
hauled  by  the  railroads  to  Chesapeake  Bay  points,  Delaware  River 
to  New  "fork  tidewater  points,  and  then  was  moved  by  boats  to  cities 
on  the  sound  to  Boston  and  Portland.  When  the  war  came  on  those 
boats  were  taken  away  and  the  coal  had  to  go  by  rail,  and  that  is 
what  brought  about  that  acute  fuel  situation  in  New  England  in 
January,  1918.  The  railroads  were  unable  to  carry  more  than  about 
one-haff  that  they  needed  and  the  boats  were  not  available,  and  the 
.Serretary  of  the  Navy  was  obliged  to  take  some  of  the  Government 
<^>llier8  and  carry  coal  to  New  England  in  order  to  meet  the  situation. 
The  New  England  people,  of  course,  were  frightened  again.  They 
R-e  such  a  thing  staring  them  in  the  face  this  year  and  they  say  that 
niure  coal  must  go  into  New  England. 

A  great  many  things  entered  into  the  discussion.  It  was  claimed 
1  y  some  that  the  people  in  New  England  had  not  got  the  coal  and 
^♦•re  not  willing  to  pay  the  price.  It  was  claimed  by  others  that  the 
railroads  had  not  furnished  cars  and  it  was  claimed  by  others,  when 
tl.**r  did  furnish  the  cars,  the  producers  shipped  the  coal  somewhere 
♦*I-^'.  I  do  not  know  what  the  facts  were,  but  in  any  event  this  is 
"liat  faap))ened.  Tlie  conference  between  the  railroad  managers  and 
''  -  coal  operators  was  brought  about  and  after  a  full  discussion  of 
*Uf  matter,  this  conference  being  participated  in  by  Mr.  Storrow 
>'••!  other  men  of  New  England  representing  the  situaticm,  it  was 
Innd  that  in  order  to  meet  New  P^ngland  requirenn^nts,  about  1550,000 
i"f.*  a  month  more  coal  should  go  into  New  En«:rland  than  actually 
^  IS  ^oing  in  during  the  first  seven  months  of  this  year. 

Tliere  seemed  to  lie  going  in  by  rail  all  the  coal  tliat  could  go  in  by 
riil  htit  n  imialler  amount  was  going  in  by  water  than  sht^iM  cro  in 
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.  jiutfcstsuid  why  that  should  be  so  be- 
^    ^   >mcs  at  Hampton  Roads  and  in  New 
-.11    iiqainr  that  the  rail-and-water  rate 
*>    »iica  lower  from  West  Virginia  to  New 
1  ^'^  o«fUs  lower  than  the  all-railroad  rate, 
.  a  iw  Ail-rail  rate,  and  people  were  not  will- 
.«u  New  England  and  pay  $1.50  a  ton  more, 
^.    ind  my  $1.50  a  ton  less.    Those  who  were 
^.*-    uroju  to  do  it  and  were  forced  to  pajy  a 
*^.»U5*?  ::wy  could  not  get  the  rtiil  transportation. 
^.  *Vtu^  about  the  matter,  my  purpose  being 
t    *  v.i«:  ooc  put  more  boats  in  the  service,  because 
^    :wn»  was  a  shortage  of  boats.    I  learned  that 
.    Kiics.    He  said  he  did  have  boats  that  he  could 
i.^u  if  he  could  not  reduce  his  water  rate  to 
-:tjitrvl  at  a  rate  at  least  no  greater  than  the  rail- 
.  :^  Ic  6>r«  and  after  some  discussion  it  seemed  to 
-iv^  AC  which  they  were  now  carrying  the  coal  by 
^  V. .  vf.55itory  and  the  Shipping  Board  did  not  feel 
•.<v  :>.e  water  rate  at  that  time  without  sustaining  a 
•  >»  Ilmir  to  reduce  the  rate,  and  that  is  exactly  how 
^...  V  :vv  vUy,  with  this  exception. 
,    xc.^.v  vV^auuerce  Commission  gave  its  order,  7  or  8,  or  9, 
\    X     >T  th<^  number,  but  the  effect  of  it  was  that  the  rail- 
•♦->h  oai's  enough  to  mines  specified,  to  be  loaded 
/."s  of  i»«l  ^ach  month,  in  addition  to  what  had  been 
.  »tc  ihoY  should  move  that  coal  in  preference  to  tide- 
v^  <•:■  it  jshoiild  go  to  New  England  to  take  care  of  that 

•  v'  j^rivwity  orders,  one  to  ship  coal  to  New  England  and 
^  v\m1  to  the  Northwest  were  given  because  it  was  believed 
,^  \\t*n»  developing  that  made  it  in  the  public  interest 
V»  tj^ke  that  action.  I  believe  that  view  was  absolutely 
\  ?\\x»»uuended  that  the  commission  give  those  orders,  and  I 
,^  ;  o>  >^^'n*  right  in  giving  them.  The  order  to  give  preference 
V  *  v4vr.n:r  <»f  ^*^al  cars  for  the  time  being  was  for  the  general 
v\xv  v»t*  inoivasing  the  output  of  coal  so  that  people  could  begin 

\\^-.  juust  lH*ar  in  mind  that  during  the  year  1918,  when  we  had 

•^  , :  Vvhninistrator  and  a  director  general,  special  efforts  were  made 

,^v    -oivaso  tiie  output  of  coal  because  it  was  thought  necessary  in 

v-».uvtion  with  the  war;  and  a  larger  output  of  coal  was  shown 

^   ^tNoar  than  ever  l^fore  or  since;  and  at  the  time  of  the  armistice, 

'»*  November,  1018,  I  am  told  there  was  a  larger  stock  of  coal  on 

>,'^j»*^j  jiimvo  gixnmd  than  ever  before  in  this  country  that  we  have  any 

ixsvixl  of.   ^Hnt   immediately   after  the  signing  of  the   armistice, 

iHH>p'<'  stopnetl  buying  coal.     There  seemed  to  be  the  thought  that 

00,1 1  was  gtung  to  be  cheaper  and  they  used  up  their  stocks  of  coal 

t\>  a  voi*v  considerable  extent.     Contracts  were  not  renewed  and  I 

know  it  to  be  a  fact  that  stocks  generally  were  drawn  upon  for  some 

months.    Then  again  in  the  fall  of  1919,  there  was  quite  a  general 

vnml  strike  which  it  has  been  estimated  reduced  the  output  from 

4«N,(HH),(HM)  to  50,000,000,  pexhaps  60,000,000,  tons  of  coal.     I  have 
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i^een  different  figures  stated.  The  result,  however,  of  using  stocks 
that  had  l>een  accumulating  early  in  1919,  together  with  the  strike 
that  took  place  in  November,  1919,  the  effect  of  those  two  influences 
was  to  practically  wipe  out  all  accumulated  stocks  of  soft  coal  in 
this  country,  as  I  understand  it.  I  am  telling  you  what  my  under- 
standing is. 

Then  we  came  to  the  spring  of  this  year  with  no  accumulated 
sJtocks  on  hand  and  a  rather  active  demand,  accentuated  somewhat 
hy  a  foreign  demand,  which  has  taken  as  mucli  as  1,750,000  to 
^.(MKMMH)  tons  of  coal  a  month  overseas. 

We  are  producing,  I  take  it,  as  much  coal  at  the  present  time,  as 
we  need  to  meet  the  current  reouirements,  but  w^e  have  not  been 
actrumulating  for  next  winter.  With  that  situation  confronting  the 
<t>mfliission,  they  felt  and  I  think  thev  were  right  in  feeling,  that  it 
was  their  dut!^'  to  do  what  they  couhl  to  increase  the  production  of 
<tml,  so  that  between  now  and  the  fall,  not  only  would  the  Northwest 
l>e  provided  and  New  England  be  provided,  but  that  stocks  gen- 
irrally  should  be  built  up  so  that  the  country  should  not  be  short  of 
<»oal  next  winter. 

Tliese  priority  orders  have  all  been  gfiven  because  it  was  believed 
that  these  conditions  that  I  have  referred  to  justified  that  action  and 
I  fully  agree  with  it. 

The  Chairman.  Then,  did  you  believe  an  emergency  existed? 

Mr.  WiLLARD.  I  certainly  do. 

The  Chairman.  And  the  orders  were  justified? 

Mr.  W^iiXARD.  I  certainly  do,  and  such  a  measure  as  was  con- 
templated in  the  transportation  act. 

Tne  CHAiR3f  AN.  How  are  these  orders  working  now  in  the  interest 
of  the  transportation  of  coal  ?  Are  you  able  to  increase  your  ship- 
nj«*nts  and  are  you  going  to  meet  the  needs  of  the  country  s 

Mr.  WiLi^RD.  I  think  we  will,  but  there  again  we  have  had  an- 
other very  serious  problem  to  deal  with,  and  it  has  only  just  been 
<'l*»ared  away.  The  railroads  in  the  country  as  a  whole  performed 
4  very  large' volume  of  transportation  in  the  month  of  March.  But, 
^•'trinning  in  April,  a  switchmen's  strike  started  in  Chicago  which 
spread  generallv  all  through  the  eastern  and  southeastern  part  of 
the  country  aurf  somewhat  in  the  Central  West.  The  effect  of  that 
-trike  was  to  reduce  the  amount  of  business  that  the  railroads  were 
larnllinff,  I  should  guess — and  I  am  only  guessing  on  this — but  it 
undoubtedly  reduced  the  volume  of  business  from  10  or  15  or  20  per 
•••lit.  In  any  event  it  increased  the  delayed  business,  which  did  not 
iiim^K^r  more  than  twentv-five  or  thirty  thousand  cars;  it  resulted  in 
ii»arly  .Hno/XK)  cars;  in  fact,  285,(X)0  cars  being  held  for  movement 
i  »♦•  to  that  strike  situation.  That  situation  continued  at  times  some- 
''  I. lit  lK»tter  anfl  at  other  times  worse  until  the  labor  award  was  given 
*"it  ju«»r  10  davs  or  2  weeks  ago. 

That  «*'ituat[cm  is  clearing  up,  but  because  of  that  fact  the  railroads 
'^♦•re  not  able  themselves  to  make  the  best  use  possible  of  the  cars 
that  thev  did  have  and  they  did  not  get  as  much  coal  loaded  as  un- 
iMubcedly  would  have  been  loaded  but  for  those  strikes.  However, 
the  reporta  published  by  the  Geological  Survey  indicate  that  during 
the  week  of  July  5  the  mines  in  this  country  were  loading  at  the  rate 
• '  aU/ut  V2JKM),0Q0  tons  a  week,  and  that  is  what  we  wanted  to  reach. 
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But  a  little  later  on  the  coal  miners^  strike  broke  out  in  Indiana  and 
Illinois,  and  that  lasted  for  three  weeks,  which  reduced  the  output 
down  to  nine  and  a  half  million  tbns.  It  is  believed  that  the  output 
of  the  coal  mines  this  week  will  be  probably  11,000,000  tons  and  per- 
haps next  week  it  will  be  goin^  at  the  full  12.000,000  tons.  If  so^ 
that  will  take  care  of  the  situation. 

The  Chairman.  Have  the  coal  miners  returned  to  work? 

Mr.  WiLLARD.  Yes;  generally.  There  is  quite  a  strike,  I  under- 
stand, in  the  anthracite  region  at  the  present  time  which  is  having  a 
perceptible  effect,  but  the  bituminous  coal  operators  generally  are  at 
work,  I  understand. 

The  Chairman.  Are  there  any  railroad  strikes  of  any  size? 

Mr.  WiLLARD.  Not  now,  no.  The  switchmen's  strike  is  not  wholly- 
settled  in  Chicago  and  Cleveland  and  some  other  points,  but  it  is  so 
much  better  than  it  was  that  it  is  not  materially  affecting  railway 
operations. 

The  Chairman.  Will  these  wage  settlements  recommended  by  the 
Government  wage  board  be  accepted  generally? 

Mr.  WiLLARD.  I  think  they  will,  generally. 

The  Chairman.  By  the  men  and  the  companies? 

Mr.  WiLLARD.  Yes;  the  companies  will  certainly  accept  them  and 
I  think  the  men  will,  as  a  whole. 

The  Chairman.  You  said  a  moment  ago  that  a  great  many  {people 
in  the  country,  industries  perhaps,  and  others,  failed  to  lay  in  a  sur- 
plus supply  of  coal  after  the  armistice,  feeling  perhaps  there  would 
be  a  reduction  of  price. 

Mr.  WiLLARD.  I  rather  think  so.  That  is  my  understanding.  Per- 
haps I  should  not  have  put  it  in  that  way.  They  had  laid  in  large 
stocks  and  they  used  up  those  stocks,  and  I  think  rather  properly  so^ 
because  coal  deteriorates  if  it  is  left  lying  too  long.  The  active  indus- 
trial situation  which  justified  them  in  building  up  stocks  had  ceased, 
and  I  suppose  they  might  have  thought  it  was  well  to  use  up  some 
of  their  accumulated  stocks  and  prevent  deterioration.  Then  they 
might  have  thought,  very  properly  so,  that  coal  would  be  cheaper. 
I  tnink  some  people  did. 

The  Chairman.  What  was  the  policy  of  the  railroad  director  in 
that  regard? 

Mr.  WiLLARD.  I  had  not  anything  to  do  with  that.  I  do  not  knuw 
except  this,  that  it  was  the  general  policy  of  the  railroads  to  have 
contracts  running  for  periods — railroads  that  I  am  acquainted  with. 
But  I  think  the  director  general  perhaps  did  not  buy  coal  quite  as 
freely  as  might  have  been  well,  rather  expecting  that  prices  would 
be  lower  later  on.  I  get  that  impression.  I  was  not  with  the  Rail- 
road Administration  so  I  do  not  know. 

The  Chairman.  The  committee  has  been  informed  that,  a  great 
deal  of  the  actual  difficulty  to-day  is  the  result  of  the  neglect  of  the 
director  to  see  that  surplus  supply  was  provided. 

Mr.. WiLLARD.  I  have  heard  that  stated.  I  can  not  conceive — I  can 
not  state  of  my  own  knowledge.  The  Baltimore  &  Ohio  road,  with 
which  I  am  connected,  runs  through  almost  a  solid  coal  field,  and 
it  has  never  been  our  practice  in  the  past  to  store  up  coal  in  advance^ 
because  we  produce  so  much  coal  everywhere  all  the  time.  At  the  end 
of  Federal  control  we  did  not  have  stock,  but  it  is  fair  to  say  that 
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we  would  not  have  had  stock.  I  think  we  would  have  had  our  con- 
tracts in  better  shape,  probably,  but  that  is  a  detail.  As  to  the  roads 
^nerally,  I  am  not  competent  to  speak. 

The  Chairman.  Our  information  was  that  that  has  been  the 
trouble,  and  much  of  the  trouble. 

Mr.  WiLLARD.  Well,  that  may  be  true ;  I  do  not  know  of  my  own 
knowledge.  ' 

Mr.  Mru^ER.  You  have  on  hand  to-day  about  four  days'  supply? 

Mr.  WiLLARD.  In  the  United  States  as  a  whole.  Seemingly,  that  is 
the  best  mformation  we  can  get. 

Mr.  Miller.  The  statistics  given  by  Mr.  Willard,  perhaps  you 
ini*rht  put  into  the  record  at  this  point. 

(The  papers  referred  to  by  Mr.  Willard  are  her6  printed  in  full, 
as  follows:) 

(Tbe   BAltlmore  A  Ohio  Railroad  Co..   Daniel   WUlard,   preeident,   BalUmore,   Md.] 

Nkw  Youk.  Augu»t  9,  1020. 
Mv.  Franklin  T.  Miixer, 

Sfn<  iai  .txx'x//;///  lo  Sihiiiv  Committee  on 

Reconstruction  and  Production. 

Mr  iM.Mt  Mr.  Miixkk:  WIumi  I  \v»is  jtt  yniir  ollice  n  fvw  days  aincv  you  asked 
me  if  I  cimld  jrt't  you  liiforinatlon  showinj:  the  number  of  cars  of  coinpauy  coal 
^'arrirfl  oii  hand  by  tla  railroads  in  the  I'nitcd  Stares  as  a  whole  for  :jome  period 
«f  f  line.  I  find  \i\Mn\  inquiry  tliat  tiies»»  fijnires  have  Ihhmi  kept  by  the  Car  Serv- 
ice *  *oniini8Kion  in  Washington  sinr*e  the  1st  of  .January.  1918,  and  on  the  three 
i^hters  next  uttaclud  the  number  of  cars  held  for  company  use  Is  shown  by 
weekly  perlod8.  You  will  note  that  the  averafce  numb(*r  of  carR  so  held  during 
Che  yt^ir  uns  was  as,308;  durlni?  the  year  1«19,  42,110;  and  during  the  first 
}«f veil  months  of  the  pres<*nt  year,  31,630.  While  the  average  for  the  first  seven 
mcintiis  of  the  pr*\sent  year  was,  as  shown  just  above,  31,63(),  the  actual  number 
«if  i-uTf  on  baud  the  last  week  in  July  was  only  27,161. 

I  )cup|Kis«>  this  wcmld  mean  approximately  l.StlO.OOO  tons  of  coal  held  at  all 
pf'tntK  In  the  Tnlted  States  in  cars  for  railroad  use,  and  I  would  also  suppose, 
ulti««iugti  I  hiiVe  no  defiidte  information,  tliat  the  amount  of  coal  so  hrld  would 
rrr»n*s«*iit  alH»ut  what  the  railroads  as  a  whole  would  use  In  every  three  to  live 
dxiVM,  I  doubt  If  It  w<»uld  Ih»  iKissible  for  the  railroads  to  safely  reduce  the 
iiunilN'**  of  «'ai*N  bold  In  this  way. 

I  uui\  add  al^>  In  this  coimiH'tion  tliat  It  is  the  practice  of  many  of  the  roads, 
I«r«»l*abi>  all  of  the  niad.<^  to  a  :rreater  or  less  extent,  to  rarry  al  leist  a  portion 
«T  rh»-tr  HMrplus  I'oal  In  cars  unfit  for  gen«Ta!  revtiiue  business,  so  the  figuri»s 
rh.it  nr^  4bown  on  tiie  attari)e<l  sheets  do  not  by  any  means  indicate  tluit  the 
•-itn<  **••  li»*ld.  If  unl«»ade<l,  ccuild  Ik'  use*l  for  nu)Vi'ment  of  revenue  frcl;;]it. 

If  rner»»  I**  aiiv  further  information  whici*  ynu  d'^s'.^  ii  tlil^  <-oTuiection.  ,1 
•^fiall  Ih»  viT>  glad  Inde^nJ  to  furnish  It  if  possilil"  to  do  so. 
Very  tnily,  yours, 

I).  Wii.i.xHn. 
Vhairmnu    Ad ri sort/   Cnhimittrr. 

IftirfiroH  Hailroad  AsHftriiiliott  VinnminHtim  on   Vur  Srrvivv — Varn  of  company 
tuf'K  coal  and  rokc,  on  hand  for  yearn  lUlH,  tUiy,  and  IVJO  to  date. 
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li)2(»    Continued. 

Mar.  12 31,.'>42 

Mar.  19 _-     _'31.57S 

Mar.  26 'J\KiM\:\ 

Apr.  2 30.S42 

Apr.   9 -  29.72:1 

Apr.   16 31.t)7.S 

Apr,   23 32,76r> 

Apr.   30 34.  i:t^ 

May  7 35,  i:t:i 

May   14 33.340 
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1^20— Coatlniied. 

May  21 32,02o 

May  28 82.335 

June  4 32, 151 

June  11 29,163 

June  18 29,798 

June  25 27,616 

July  2 28.  313 

July  9 28.214 

July  16 27.148 

July  23 27,161 


Jan. 
Jan. 
Jan. 
Jan. 
Jan. 


1919-Ooiitlniied. 

Auj?.  29 31. 877 

Sept  5 29, 539 

Sept  12 27. 692 

Sept  19 26. 511 

Sept  26 26,216 

Gets 27,303 

Oct  10 28. 589 

Oct  17 1 29,  232 

Oct  24 29, 114 

Oct  31 29. 191 

Nov.  7 34.412 

Nov.  14 30.224 

Nov.  21 30,301 

Nov.  28 30,732 

Deo.   5 37,052 

Dec.  12 40.217 

Dec.  19 40,189 

Dec.  26 39.792 


Average 31. 630 

1919, 

3 50,034 

10 45,787 

17 49,945 

24 53, 191 

31 55, 458 

Feb.   7 54,941 

Feb.   14 50,941 

Feb.   21 49,291 

Feb.   28 47,  429 

M.ir.  7 47,301 

Mar.  14 49,256 

Mar.  21—, 49,576 

Mar.  28 50,904 

Apr.  4 52,405 

Apr.  11 51,490 

Apr.  18 48,399 

Apr.  25 45,921 

May  2 48,789 

May  9 47,718 

May  16 47,303 

May  23 48,749 

May  30 49,600 

June  6 51,772 

June  13 51,149 

June  20 50,203 

June  27 49,200 

July  4 47,210 

Julv  11 43,625 

.July  18 43,633 

July  25 42.275 

Auk.  1 40,746 

Aug.  8 38,154 

Aujr.  1.1 36.012 

AuR.  22 33,790  Average 38.308 

Mr.  WiLLARD.  I  think  I  got  this  prepared  at  Mr.  Miller's  request, 
showing  the  number  of  cars  of  coal  held  in  the  United  States  with 
fuel  coal  to-day.  It  is  much  lower  to-day  than  it  has  ever  been  at 
any  time  since  that  record  has  been  kept.  It  has  only  been  kept 
three  years. 

The  Chairman.  This  deals  with  the  surplus  supplies  of  the  rail- 
roads ? 

Mr.  WiLLARD.  Yes.  That  is  an  estimate.  It  might  be  five  days 
or  three  days.     Somewhat  around  that,  four  or  five  days. 

The  Chairman.  Mr.  Willard,  do'you  believe  that  priorities  are 
right  in  principle  ? 

Mr.  Willard.  Absolutely,  in  cases  of  emergency. 

The  Chairman.  Are  they  wholly  effective  in  practice  ? 


Average 42,110 

1918. 

Jan.   1 29,385 

Jan.  15 34,300 

Feb.  1 31.853 

Feb.   15 35,849 

Mar.  1 37.968 

Mar.  15 41, 752 

Apr.  1 46,266 

Apr.  15 41,840 

May  1 41.300 

May  15 41.988 

.Tune  1 42,652 

June  15 39.460 

July  1 37.339 

July  15 36,03S 

Aup.  1 37,7*58 

Aug.  15 40,157 

Sept.  1 36,44a 

Sept.  15 33,397 

Oct.  15 36,  247 

Nov.  8 33,720 

Der.  6 39,288 

Df^c.   13 36,094 

Dec.   20 40.12.' 

Dec.  27 48.163 


kECONSTRUCTION   AND  PRODUCTION.  141 

Mr.  WiiXABD.  Well,  I  do  not  know  that  anything  is  wholly  effec- 
tive«  You  must  bear  this  in  mind.  The  transportation  act  is  a  new 
act  and  we  are  taking  a  step  forward  in  railroamng,  in  our  conception 
of  the  duty  of  the  railroads.  As  I  pointed  out  at  the  beginning,  no 
one  ever  seemed  to  think  10  years  ago  that  it  was  the  duty  ox  one 
railroad  to  see  that  another  railroad  was  able  to  do  business  or  to 
take  care  of  its  business,  but  to-day  there  is  a  general  public  con- 
ception that  the  railroads  as  a  whole  must  take  care  of  the  busjiness 
of  the  country  as  a  whole,  and  that  is  what  we  are' trying  to  do.  If 
that  conception  is  right,  then  I  am  sure  it  must  also  be  right  that  in 
times  of  emergency,  as  the  transportation  act  provides,  it  might  come 
atiout  that  in  the  public  interest  one  kind  of  business  ought  to  be 
moved  faster  than  some  other  kind  of  business  less  important,  not 
unimportant,  but  less  important  in  the  public  interest  at  that  par- 
ticular time.     I  think  that  is  a  sound  principle. 

The  CiiAiBMAN.  I  think  it  is,  Mr.  Willard,  but,  of  course,  these 
priority  orders  often  work  favorably  to  the  interest  of  some  and  a 
<rrave  injustice,  if  not  almost  destruction,  to  others. 

Mr.  Willard.  That  is  so.  It  has  been  with  considerable  reason 
that  in  the  application  of  priority  orders  in  favor  of  the  movement 
•if  boh  coal  that  some  of  the  coal  that  is  being  so  moved  is  being 
iiM?(l  in  ways  that  might  be  said  to  be  inimical  to  the  public  interest, 
«*frtainly  not  in  the  public  interest,  and  that  coal  for  that  purpose 
ou  <rht  not  to  be  given  priority  movement.  I  grant  that,  but  it  is  one 
'if  the  details  or  the  whole  problem;  and  unless  you  go  back  to  the 
'It'ft  of  a  fuel  administrator  and  all  that  that  implies,  I  do  not  see 
how  you  are  going  to  cover  a  matter  of  that  kind.  It  is  one  of  the 
1  itle'evils  that  you  have  to  take  to  bring  about  a  greater  good. 

The  CnAiKMAN.  What  do  you  think  about  the  feasibility  of  going 
•  :i«k  to  the  Federal  control  of  fuel  supply  and  distribution? 

Mr.  WiiXARD.  I  am  opposed  to  the  whole  thing  in  principle.  That 
>  ncit  the  way  we  have  done  it  in  this  countrv.  I  do  not  think  we 
•*n'uld  have  fuel  administrators  or  any  other  kind  of  administrators 
»'\'»*pt  as  they  may  be  necessary  in  some  particular  emergency.  In 
principle  I  am  opposed  to  it. 

The  Chairman.  In  the  drafting  of  these  priority  orders  the  rail- 
TiKiil  authorities  were  quite  generally  consulted,  were  they  not? 

Mr.  Willard.  Oh,  yes;  we  were  consulted  as  to  the  thing  to  \>e 
I-  '-omplished.    The  commission  prepared  the  order  themselves. 

The  CiiAiRMAK.  Were  any  of  these  orders  issued  at  the  direct  re- 
.  :-5t  of  the  railways? 

Mr.  Willard.  I  think  all  of  them  were.  I  think  we  recommended 
rliAt  thev  all  be  issued. 

The  Chairman.  They  were  urged  on  the  commission,  too  ? 

Mr.  WnxARD.  Yes ;  1  put  it  that  way.  If  I  did  not  urge  them,  I 
*"(jld  have  urged  them  if  I  had  had  tne  opportunities.  Others  did, 
I  "ippoee. 

The  Chairman.  This  committee  had  a  good  deal  to  do  with  secur- 
:r.j  a  hearing  before  this  commission  on  July  9,  having  to  do  with 
tL«*  distribution  and  transportation  of  building  material.  You  were 
f-.^re,  were  you  not! 

Mr.  Willard.  Yes. 

The  Chairman.  Were  vou  there  at  the  request  of  the  commission  t 
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Mr,  \ViLt.vitt>,  No:  1  just  came  there.  I  got  a  notice  of  the  hear- 
ing, a:s  e^^rvixHtv  ^:$^  ilid«  and,  as  chairman  of  the  advisory  com- 
uaiiiv  U  jusi  oivurr^l  to  me  that  probably  I  ought  to  be  there;  and 

Iho  i.'uAHftMVN.  I  iu>tice  by  the  hearings  that  you  closed  the  dis- 
cusMon  ihmt  d»\\ 

Mr.  WaiAKiv  Well*  1  did,  because  there  was  not  anybody  else 
ihoiv  ivi>n'^^utiivi:  the  I'ailroads,  and  they  asked  me  if  1  had  any- 
thuti::  to  sHV  ifttul  1  ilid;  and  so  I  said  it.  I  stayed  there.  I  heard 
ull  iiuki  \v»s  siud  during  the  three  days. 

tUo  ruviHMAN.  l^iil  you  prepare  the  findings  of  the  commission 
Hs  a  uwult  of  th»t  hearing? 

Mr.  \Yiiuvia>,  Xo:  1  didn't  see  them  at  all.  I  left  that  afternoon. 
WluiU^vt^*  tho  thuUngs  were  I  learned  by  letter  from  the  conunission, 
us  I  pivsume  the  othei's  did. 

Tho  I'uAiUMVN.  Vou  had  nothing  to  do  with  preparing  the  find- 
ings f 

^Ir.  Wn.Lvim.  Oh,  no;  nothing  at  all. 

Tho  I'uAiKM.VN.  In  that  instanced 

Mr.  \\'iu*ARi>.  Not  in  that  instance.  This  may  be  said  that  is  a 
mutter  i>f  ivoonl,  that  in  the  remarks  that  I  made  before  the  commis- 
sion I  said  thnt  I  thought  the  orders  should  be  extended  and  not 
niude  void  us  wns  recommended,  but  I  thought  the  commission  mi^ht 
well  i»onsider  exempting  more  cars,  making  a  little  better  definition 
of  what  was  a  coal  car,  that  I  suggested  some  other  things  that  I 
thtutght  might  be  done,  but  that  was  all  I  said  at  any  time.  What- 
ever 1  said  to  the  commission  about  the  order  I  said  in  the  record. 

The  I'liAiKMAN.  Have  you  or  your  associates  conferred  with  the 
operutoiN  in  regard  to  priority  orders  before  their  issuance? 

Mr,  WiiJiAM).  Yes;  I  haVe.  I  can  not  say  that  so  many  of  my 
UNso(*iuteH  have  done  that.  We  did  that  before  the  New  England 
order  was  iasned  and  possibly  the  Lake  orders.  The  members  of  the 
wluile  advisory  committee  were  called  together  to  discuss  the  mat- 
ter, and  I  think  we  did  meet  some  of  the  coal  operators;  I  am  not 
Hiire  us  to  that.    We  did  in  the  New  England  case,  I  know. 

The  Chairman.  The  commission  has  conferred  with  the  operators, 
to  your  knowledge? 

Mr.  WiLiiARD.  I  fancy  so. 

The  Chairman.  Before  issuing  these  orders? 

Mr.  WiLiiARD.  Yes;  I  Icnow  they  have  in  some  instances. 

The  Chairman.  I  am  asking  you  these  questions,  Mr.  Willard, 
because  from  all  over  the  country  come  letters  to  us  and  demands 
for  relief  for  housing.  That  was  the  primary  purpose  of  this 
committee  when  it  was  appointed,  although  in  the  resolution  we  are 
given  extensive  authority  to  inquire  into  other  things,  and  there  is 
a  feeling  among  many  people  throughout  the  country  that  perhaps 
those  coal  orders  went  too  far  as  against  the  interest  of  the  rest. 
During  certain  periods  of  the  year,  for  instance,  building  is  easy 
to  be  done,  perhaps  from  the  1st  of  May  to  the  1st  of  November, 
and  after  that  it  is  more  difficult  and  much  more  expensive,  and  a 
lot  of  people  feel  that  perhaps  one  of  the  great  crying  needs  will 
be  to  see  that  in  the  great  cities  of  the  country  something  is  done  to 
increase  housing  for  people  to  live  in,  and  we  have  talked  to  you 
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about  that,  and  we  are  trying  to  do  something  to  help  that  situation. 
I  have  a  question  here  which  deals  with  that :  Were  other  interests 
considered  in  formulating  these  recommendations? 

Mr.  WiLLARD.  Of  course,  in  formulating  the  recommendations  it 
\Mis  done  with  the  full  appreciation  of  the  effect  which  it  would  have 
u{K)n  the  movement  of  other  material,  not  with  reference  to  any 
specific  thing.  It  was  appreciated,  of  course,  that  that  would  re- 
strict the  movement  of  material  necessary  for  road  building  and  the 
{aitting  up  of  buildings  of  various  kinds,  and  all  that  sort  of  thing. 
That  was  known,  but  I  think  we  must  first  of  all  keep  this  con- 
jlaiitlv  in  mind :  We  are  at  the  moment  confronted  with  an  actual 
shortage  of  transportation  facilities.  That  we  must  accept  as  a 
-larting  point. 

Xow,  having  a  situation  where  there  are  not  sufficient  transporta- 
tion facilities  to  go  aroimd  and  to  move  all  of  the  business  that  wants 
to  move,  what  would  you  do,  what  ought  you  to  do?  '  Should  you 
move  everjrthing  on  a  basis  of  parity  with  everything  else,  whetner 
it  was  of  Importance  to  the  public  or  not,  or  should  you  exercise  a 
\\i>e  discrimination  as  contemplated  in  the  law.  I  think  that  that 
:>  the  course  you  should  follow  and  that  is  the  course  the  commis- 
son  (lid  follow.  In  being  human  they  may  not  have  followed  it  in 
tlif  l)est  possible  way,  but  so  far  as  1  can  see  I  think  the  commis- 
sion did  exactly  right  in  issuing  these  priority  orders,  all  of  them 
t\:\i  had  been  given  up  to  date. 

Now.  I  don  t  think  it  necessarily  follows  that  with  these  priori- 
ti'>  in  effect  that  all  of  road  building  or  all  construction  of  houses 
•IIP I  shoi)s  is  going  to  stop.  Undoubtedly  activities  of  that  kind  will 
''•••  rhecke<l  some  if  they  depend  on  transportation  bv  rail,  because 
tl.»^re  isn't  at  this  moment  enough  transportation  \)y  rail  to  go 
■.r-#und,  and  we  have  got  to  deal  with  that  situation. 

Now.  the  reason  there  isn't  transportation  enough  to  go  around, 
f  I  mav  speak  of  that  phase  of  it  a  minute,  is  clear,  so  it  seems  to 
n.»-.  anJ  I  am  speaking  not  in  criticism  of  anything:  T  am  just  try- 
m:  to  state  the  facts  as  I  imderstand  them. 

During  the  periotl  of  Federal  control  of  26  months  the  (Tovern- 
n»'nt  purchased  1(K),0()0  new  freight  cars  and  2,000  locomotives. 
1  Mt  wasn't  quite  as  much  as  the  railroads  had  been  in  the  habit 
•f  purchasing  for  12  months,  and  the  GovernnuMit  only  made  that 
•'  phase  in  26  months.  So  apparently  there  wasn't  purchased  dur- 
:  lt  that  period  the  custonuiry  amount  of  new  railway  equipment  to 

•  ]*  lip  with  the  needs  of  the  coimtry. 

T}»e  Chairman.  Was  the  number  you  have  indicated  delivered? 

Mr.  Wiu^RO.  It  has  been  delivered  now,  and  during  that  same 
-'  «h1  there  were  some  40,000  or  50,000  delivered  that  were  purchased 
the  railroads  before  Federal  control,  but  which  went  into  the 
■ . » •a;r»*  fijfures  purchased  in  those  periods. 

Vow.  not  only  was  there — I  don't  want  to  say  a  failure  or  anytliing 

'  fhat  sort,  but  not  only  was  the  number  of  cars  purchased  during 

i-  i»»nil  r<mtrol  less  than  previous,  but  the  condition  of  the  cars 

it  t**e  end  of  Federal  control  was  much  less  efficient,  the  standard 

-  1-  lower  than  was  customary  before  the  beginning  of  Federal  con- 

*  l.    There  again  I  am  not  criticizing.    During  the  war  it  was  de- 

•  •■.i»le  that  every  man  and  every  pound  of  steel  should  be  used  when 

T:nr#   ::i-\ol1  — lo 
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necessary  to  win  the  war.  That  we  always  consent  to,  and  most  of 
the  railroads  got  along  as  best  they  could.  But  the  roads  didn^t 
take  care  of  the  cars  as  they  should  have.  They  didn't  fix  the  roofs, 
they  didn't  fix  the  floors,  they  didn't  fix  the  sides,  and  the  result 
is  that  a  very  lar^e  proportion  of  the  box  cars  are  unfit  to  carry  wheat 
and  flour  and  things  of  that  sort,  just  because  during  the  war  they 
used  the  available  men  and  material  to  do  something  else.  I  am  not 
criticizing.  Perhaps  the  practice  should  be  criticized ;  I  am  not  at- 
tempting to  say  so.  I  prefer  to  say  it  was  an  actual  result  of  the 
war.  It  happened  anyway  and  that  is  a  condition  which  confronts 
us  to-day. 

Now,  we  are  trying,  the  railroads  are,  to  repair  the  cars.  We  have 
viewed  the  matter  this  way:  Here  is  a  situation  where  in  the  first 
place  we  haven't  got  enough  cars  and  enough  engines,  we  haven't 
got  enough  transportation  facilities,  and  here  we  have  an  unlimited 
demand  for  movement  by  transportation  at  this  time.  Now,  ^v^hat 
ought  we  to  do  ?  Why,  clearly  to  make  the  best  use  possible  and  the 
most  discriminating  use  possible  of  what  we  have  got. 

Now,  during  the  period  of  Federal  control  the  railway  facilities 
were  not  being  increased  as  everything  else  of  productive  capacity 
was  being  increased.  Factories  were  being  built  in  an  immense 
proportion  ajid  old  factories  and  mills  were  being  enlarged,  more 
acres  were  cultivated  than  ever  before,  and  every  activity,  the  gen- 
erally productive  activities,  in  all  directions  were  very  greatly  in- 
creased during  the  war.  Of  course  shops  are  not  majking  munitions 
now,  but  they  are  making  something  else,  they  are  using  some  of  the 
shops  for  other  purposes. 

Mr.  Miller.  You  recognize  that  housing  was  curtailed  during  the 
war  to  a  greater  extent  than  railroads? 

Mr.  WiLLARD.  Housing  was  curtailed. 

Mr.  Miller.  But  to  a  greater  extent  than  railroads? 

Mr.  WiLLARD.  Well,  it  may  have  been. 

Mr.  Miller.  And  it  has  been  curtailed  since  the  war  even  more 
than  it  was  during  the  war? 

Mr.  WiLLARD.  That  may  be;  I  don't  know  that.  I  wouldn't  con- 
sider housing  as  necessarily  productive.  I  had  in  mind  only  those 
things  that  developed  freight,  producing  freight  things,  but  1  quite 
agree  with  you  that  house  building  couldn't  go  on  and  road  building 
didn't  go  on,  and  so  that  while  they  are  not  producers  of  freight  in 
an  active  sense  in  a  negative  way  they  are. 

There  is  an  accumulated  demand  tor  house-building  material  and 
road-building  material  which  adds  to  the  demands  for  transportation 
at  the  present  time  as  the  result  of  the  war.  Xow,  that  is  the  situa- 
tion to  be  dealt  with.  You  can  not  handle  all  of  it  just  now.  The 
railroads  can  not  get  new  cars  and  new  engines  immediately  if  \\'e 
had  the  money.  It  takes  time,  and  probably  it  would  be  some  months 
before  we  could  add  very  greatly  in  the  way  of  new  ears  and  new 
engines.  Xow,  we  must  try  and  do  the  best  with  what  we  have.  Even 
if  we  do  the  best  we  are  able  to  do  with  what  we  have  we  can  not 
do  it  all. 
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Wnshington  to  which  yon  have  referred  that  I  believed  it  would  be 
)KissibIe  by  cooperation  lietween  the  carriers  and  the  representntives 
of  the  shippers  in  the  various  communities  to  move  in  some  vohime 
the  things  necessarj'  to  carry  on  most  of  these  undertakings. 

To  be  specific,  I  think  we  should  make  a  special  effort  to  move 
material  necessary  for  apartment  houses,  for  dwelling  houses,  for 
h<»spitals,  for  improvements  necessary'  from  the  public  standpoint — 
planning  phints,  water  facilities,  things  of  tluit  kind.  I  think  we 
should  make  it  possible  by  cooperation  to  move  the  materials  neces- 
s'ln-  to  keep  our  .streets  and  roads  in  repair,  and  wherever  n)ii(ls  or 
streets  have  been  torn  up  because  of  contemplated  improvements 
;ill  of  that  material  should  be  furnished  to  put  all  of  them  in  good 

•  ondition. 

Xow,  I  don't  believe  it  would  be  possible  to  go  forward  with  ex- 
U'lisne  programs  of  road  reconstructicm  right  at  this  moment.  I 
dunk  that  will  have  to  be  deferred  ajrain,  unless  xow  consider  them 
•»f  ni(*re  importance  than  getting  coal  to  the  Northwest  or  .>ome- 
thing  of  that  sort.  I  think  that  will  have  to  be  checked  another  year. 
If  we  start  off  right  another  spring  and  liegir  in  the  spring  early 
to  move  the  coal  to  the  Northwest  and  move  it  to  New  England 
and  not  let  it  all  back  up  in  the  tail  end  of  the  season,  I  think  we 
will  probably  get  through  ne^ct  summer  with  such  additional  facilities 
.5.^  we  may  have,  so  that  there  will  be — I  hope  it  won't  Ix?  necessary  to 
ifive  any  prioritv  orders  at  all  another  season,  and  T  very  strongly 
iK'lieve  that  it  wdl  not  be  necessary. 

But  this  season  these  priority  ordere  for  coal  movement  have  got 
to  stay  in  effect,  so  I  think,  until  Noveml>er,  we  will  say,  else  there 
will  Ik*  a  coal  shortage  up  north. 

Sovk.  during  that  time  we  can  do  a  lot  by  cooperation  to  take  care 

•  •f  these  most  important  activities;  not  all  of  them,  but  those  that  I 
fiave  mentioned,  and  we  are  doing  it.  Since  the  meeting  in  Wash- 
injrton  conferences  have  been  held  in  Pittsburnrh,  in  Philadelphia, 
m  Raleigh,  N.  C\,  and  many  have  taken  place  in  Washington. 

Xow,  it  has  l)een  found  after  going  into  the  matter  Lhat  in  some 

•TiNtances  the  railroad  officers  haven't  properly  interpreted  the  order, 

*tA  that  has  l>een  straightened  out,  and  it  has  been  found  that  the 

-H'!  of  freight  coidd  pnK-ure  his  material  in  .some  otiier  way  and 

t  k**  advantage  of  the  movement  of  empty  cai's,  and  then  some  70 

•  r  ^f  *>|KM'ial  permits  have  been  granted  by  the  Interstate  Connnerce 
<  ••rurni*<sion  on  the  recommendati(m  of  our  car-service  commissiim 
/r-  s  r!.;r  nut  of  the  conferences  such  as  T  have  referred  to,  these  j)er- 
•■   t^  taking  care  of  this  character  of  freight.    Tlu»  railroa<ls  would 

•  ••r'l»»red  to  a.^^sign  10  cars  or  15  cais,  3  cars  a  day,  for  the  movement 
'  1  «»»rtain  kind  of  material  to  be  ummI  iu  a  certain  ])rr;>nsc. 

Vmw.  we  an»  doing  that  constantly  all  the  time,  and  it  was  my 

l^'MImu   th«*n   that   wherever  there   was  a   serious  situation   that 

••    i'^  «»t;;rht  to  l»e  fixed — dwelling  houses  that  should  be  fixed  to  take 

fi'  of  [MMipli*  who  ha\e  no  homes,  hospitals,  w.it(»r  woiks,  tire  de- 

.  itut'Ui.  thifigs  of  that  kin<l — 1  am  sure  we  can  move  the  materials 

■  '  ^••f»   dl  thi'M*  thiiiir-s  going,  an<l  T  am  s'lre  tlu»  commission  will 

'    ■"  fv  it*J  order  on  showinii  made  in  particidr.r  casr»s  so  far  as  mw 

•  M<  »»->.! rv  to  do  that,  providinir  thev  are  not  ask(»'l  tf»  motlif>'  it 
-  ;   '    !       :  t'  defcrt  the  p:ri  om*  of  the  priority  order  itself. 
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The  Chairman.  Mr.  Willard,  a  week  tjvo  ago  we  had  a  meeting 
here  of  gentlemen  interested  in  building  material  to  see  what  couW 
be  (lone  to  bring  material  into  the  bigger  cities  in  the  East  to  relieve 
•the  housing  shortage.  One  cement  manufacturer  told  me  that  he  was 
able  to  manufacture  and  ship  to  the  market  for  consumption  about 
:^r)l),Ol}()  barrels  of  cement  a  month.  Under  the  transportation  condi- 
tions noAv  prevailing  he  could  only  ship  100,000.  The  same  thing 
came  from  like  people  and  other  people  interested? 

Mr.  WiLiJ^RD.  les;  but  I  don't  know  whether  the  market  de- 
manded all  of  his  output  or  not. 

Tlie  Chairman.  At  the  same  time  the  building  interests  all  over 
this  country  weiv  contending  that  they  were  very  short  of  building 
in.'itorial:  that  men  Avho  wanted  cement  for  immediate  use  were  com- 
pdu'd  to  buy  on  spot  orders.  That  all  tended  to  hold  back  building 
of  \vlii»tever  was  going  on  and  tended  to  increase  cost. 

Ml.  Willard.  Well,  T  am  informed  that  within  the  last  80  days 
Huuc'  has  been  irenerallv  a  very  active  movement  of  cement.  As  I 
suir^ii^sled  to  Mr.  Miller,  I  believe  if  vou  would  have  a  committee 
appointed  here  in  New  York  to  find  out  just  what  particular  con- 
struction of  an  important  character  in  your  opinion  ought  to  be 
started  at  once  in  the  public  interest  and  would  find  out  the  kinds  of 
material  necessary  to  go  on  with  the  construction  and  would  meet 
witli  the  committee  of  railroad  officials,  of  which  Mr.  Trucsdale  is  the 
chairman — and  I  have  asked  him  to  be  here  to-day,  so  that  he  might 
be  fully  acquainted  with  what  your  desireg  are — I  believe  it  would  be 
po--sible.  in  spite  of  these  priority  orders,  to  bring  in  all  the  material 
that  you  need  for  those  important  purposes.  We  have  been  able  to 
do  it  elsewhere. 

The  CiTAiKMAN.  T  don't  contend  here  that  the  only  difficulty  in  the 
housing  situation  is  the  transportation  question:  T  know  tliat  is  ju^t 
one  |)hase  of  it. 

Mr.  WiLLAKD.  T  think  we  can  help  that. 

'i  i)(»  Chairman.  And  I  know  that  here  in  the  city  of  Xew  York. 
an;'  I  base  it  on  the  testimony  of  Mr.  Mann,  the  chairman  of  the 
mayor's  liousing  commiltee,  who  is  our  present  tenement-house  com- 
nii  Vioiier,  that  we  are  going  to  be  short  this  fall  about  100,000  to 
liiO.OOO  apartments,  and  when  the  building-material  man  and  tlie 
builder  tells  me  that  he  can't  get  material  and  that  the  difficulty  is 
transportation,  that  seems  to  be  one  that  we  ought  to  try  to  help.  I 
hav/here  part  of  the  testimony  before  that  hearing  of  the  Interstate 
Commerce  Commission  and  note  your  reference,  as  you  have  repeated 
again  here,  of  your  desiire  and  the  railroad  men's  desire  to  keep  in 
close  cooperation  with  the  men  interested  in  the  housing  business  and 
in  the  use  of  building  material  generally,  and  then  I  know  of  vour 
talk  with  Mr.  Miller,  my  assistant  on  the  committee.  We  had  be- 
lieved that  your  idea  was  that  in  all  the  communities  where  there  was 
a  real  housing  need  a  committee  of  responsible  men  would  be  ap- 
pointed, as  3^ou  have  suggested.  But  the  letter  that  we  receiye<l 
from  you  the  other  day  gave  us  the  impression  that  you  were  back>n<r 
up  on  that  a  little  bit. 

Mr.  Willard  The  letter  from  me?  I  am  sorry  if  T  gave  that  im- 
i)r(>'-sion,  because  it  didn't  have  that  intent  at  all.  The  point  I  have 
in  mind  is  this:  A  local  committee,  gr  rather,  the  subiect  is  not 
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wholly  a  local  one^  It  reaches  out.  Now,  the  building  operations 
of  New  York  do  not,  so  far  as  transportation  is  concerned,  reach 
far  beyond  New  York.  What  I  meant  to  imply  was  that  it  might- 
take  a  committee  of  a  little  broader  scope  than,  perhaps,  a  local 
committee.  During  the  war  it  was  one  oi  the  functions  of  the  Di- 
re(*tor  General  and  of  the  Fuel  Administrator  to  readjust  all  orders 
wherever  possible  so  that  the  man  using  coal  would  be  accommo- 
♦lated — everything  else  to  close  down  whether  they  liked  it  or  not. 
1  think  at  the  same  time  that  in  times  of  emergency,  in  times  of 
|)eace,  we  might  consider  the  readjustment  of  orders  for  the  pur- 
l>ose  of  transportation  and  make  better  use  of  cars.  Now,  that  is 
one  of  tlie  things  that  I  thought  should  be  considered.  I  am  sorry  I 
:rave  you  that  impression,  I  am  quite  of  the  same  opinion  that  I 
was  in  Washington,  and  all  the  conferences  that  we  iiave  had  so 
far  have  served  to  confirm  me  that  much  can  be  accomplished  in 
that  way. 

The  Chairman.  Since  our  first  talk  we  called  u\)(ni  the  railroads, 
us  you  suggested,  in  some  definite  cases,  and  have  gotten  results. 

Mr.  WiLLARD.  We  can  do  all  of  these  things,  Lcn.aor. 

The  Chairman.  We  have  done  a  ^eat  many  things  of  that  kind, 
UiU  of  course,  that  isn't  our  function;  but  your  suggestion  of  co- 
ojx*ration  rather  impressed  us,  and  we  thought  this:  V\  iiere  we  could 
take  up  that,  and  wherever  some  effort  was  made  to  ir.ipose  upon  you 
nr  anyone  else  in  expecting  something  to  be  done  .iiat  couMn't  be 
Jone,  we  were  here  to  stand  them  off  where  it  was  unjust  or  unfair 
to  ask  you  those  things. 

Mr.  WiLLARD.  It  is  only  fair  that  I  should  say  tluit  whciever  we 
Irnve  had  conferences  with  shippers  since  the  Wasliiu<jion  meeting 
we  found  the  shippers  most  willing  to  cooperate  in  every  i)o.Ksi!)le 
^ay,  and  we  have  been  able,  I  think,  in  a  very  great  majority  of  the 

•  as?s either  to  meet  their  wants  or  to  partly  satisfy  them;  their  wants, 
ff  course,  might,  in  some  cases,  have  to  be  postponed  for  a  time.  In 
itiv  event,  the  conferences  have  been  very  cordial  and  in  most  in- 
<  inces  we  have  been  able  to  meet  the  situation. 

Now,  please  understand  this:  I  don't  want  you  to  think  from 
^Tivthing  that  I  say  that  the  railroads  b}'^  cooperation  or  any  other 
'••ay  will  be  able  to  move  all  the  building  material  and  road  material 
L'-'T^-ssary  to  go  on  with  great,  extensive  building  programs  right  at 
tl  i-  moment.  They  can't  do  it.  There  are  not  transportation  facili- 
■  fs  enough  in  this  country  to  do  it.  That's  the  answer  to  that.  We 
4 n't  go  ahead  just  now  with  the  road-building  program  contem- 
,^»te<l  by  a  national  budget  of  $600,000,000,  but  we  certainly  can 
irrtnge  some  way  to  move  all  the  material  necessary  to  repair  roads 
•M'i  5?tre<»t8  that  have  been  torn  up  or  in  any  sense  made  impassable, 
•r*'l  f^  along  in  many  ways,  perhaps  with  the  original  program,  pro- 
^  ling  only  the  material  moves  in  the  direction  of  tlie  enii)ty  cars. 
^!  3«*h  of  it  does. 

Now,  I  want  to  repeat  that  wherever  there  is  a  housing  problem 
'•r  a  hospital  or  a  waterworks  or  a  gas  house,  something  necessary 

•  the  public  interest,  and  there  may  be  manv  other  things  not  so 
•-*ir«arv,  where  anv  of  those  things  exist  I  do  believe  that  it  will 

•  pnssi&le  during  the  continuation  of  these  priority  orders  to  move 

•  •-  material  necessary  to  let  those  operations  go  on.    Wherever  we 
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li.no  havl  :i  v.uuci'ete  case  we  have  so  far  been  able  to  meet  it,  and  I 
i)ciK  \c  it  yuur  committee  here  will  find  out  just  what  material  thev 
uk.\\{  in  oiiu'v  uut  the  program  that  they  are  able  to  carry  out — don^t 
t.Niv  US  U)  !iu)\e  material  in  twice  the  quantity  that  you  can  possibly 
'La'  luu  if  yuu  have  got  the  money  and  the  plans  and  consent  to  go. 
on  u  til  :4  luahling  program  that  you  can  accomplish  in  the  next  six 
luv'uiiis  providing  you  had  the  transportation,  I  believe  we  can  give 
\v»ii  I  no  tt'HJisportation. 

\li,  MiLi.KK.  For  instance,  Mr.  Willard,  there  is  a  main  highway 
'vtwocii  Atlantic  City  and  Philadelphia  which  has  been  held  up  for 
.il»v»ui  .1  year.  Ten  miles  of  it  are  graded  and  the  materials  are  there, 
;mu  liicy  are  waiting  for  five  cars  a  day  of  pebbles.  That  work  must 
l»c  iuuc  rijbcht  away  or  else  it  can  not  be  done  this  season;  the  road 
will  iv  held  up  another  year.    Would  that  be  a  case  of  which  you 

Ihivr  >»tK>kcU? 

\ir.  \v  uiaw).  That,  you  say,  is  the  main  highway 

Mt    Mu.LKK.  Between  Atlantic  City  and  Philadelphia. 

VI ».  WituvRi).  That  is  over  the  Reading  road  or  the  Pennsylvania? 

NJ' .  Miu.KK.  It  is  the  main  highway. 

Ml.  NN' ii.iARu.  I  am  surprised  that  that  hasn't  been  attended  to. 

Vii  MuKKR.  Well,  the  application  for  movement  of  the  material 
\\A.^  W\n\  vienied  by  the  Pennsylvania  Railroad;  they  can't  do 

VI u  VViu*ARD.  How  long  ago? 

\h\  Muaj>:K.  I  don't  know;  within  a  few  days  it  has  been  brought 
U'  our  attoiition. 

VI r,  W'lKLAiu).  We  had  a  committee  appointed  to  take  care  of  just 
xiuli  things  in  that  particular  region. 

Mr    >lnj.KK.  That  has  been  drawn  to  the  attention  of  the  com- 

uu(Uh\ 

Mr,  WiiXARD.  Right  there,  in  order  to  have  the  facts  would  you 
v»\\o  mo  a  memorandum  and  I  will  look  into  it  myself?  It  seems  to 
u  \^  (hat  we  ought  to  be  able  to  deal  with  that. 

Vlr,  Miu^R.  There  is  another  case:  A  main  highway  bridge  across 
tho  i'onnecticut  River  at  Springfield.  It  has  been  ordered  by  the 
court  of  Massachusetts  to  be  completed  within  a  specific  time  on 
HcciMMit  of  the  danger  of  the  other  bridge.  Six  thousand  piles  were 
ucctvNsary  for  the  job.  That  will  take  60  cars  that  have  got  to  come 
fnun  NIaryland  and  some  heavy  timber  is  necessary  that  comes  from 
th^^  West.  That  job  has  got  to  be  done  at  once,  because  a  change  of 
wator  levels  in  the  Connecticut  River  will  make  it  impossible  to  do 
i(  later  and  the  thing  will  have  to  be  postponed  for  a  year.  Is  that 
an  onicrgfency  in  your  opinion? 

Mr.  Willard.  Oh,  I  think  so.  I  know  that  country.  But  why  in 
tlu»  world  they  ever  bought  those  piles  in  Maryland,  I  don't  know. 
They  might  as  well  have  bought  them  in  Mars,  so  far  as  the  difficultv 
in  transportation  is  concerned.  They  have  got  to  be  gotten  through 
this  New  York  region  and  they  could  have  gotten  them  in  Maine 
much  easier.  That  is  a  difficult  job.  But  if  that  bridge  work  is 
lield  up  at  this  minute  waiting  for  those  pilas,  I  will  undertake  to 
say  that  we  will  move  the  piles  if  you  can  get  them  in  Marj'^laud, 
but  God  knows  that  that  is  the  worst  place  you  could  have  gone  to. 

Mr.  Miller.  I  had  a  telephone  message  from  the  engineer  last 
night   and   a  letter  from  the  contractor  this  morning.     There   is 
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also  a  case  of  a  33- family  house  in  Brooklyn,  for  which  they  have 
l>een  waiting  for  material  for  six  or  eight  months.  Would  you  con- 
sider that  an  emergency  matter  ? 

Mr.  WiLLARD.  I  would  consider  it  a  matter  that  I  would  fix  in  some 
way. 

Sir.  MiLXj£R.  Xow,  in  your  letter,  Mr.  Willard,  you  say  that  "  if 
'iovelopments  in  any  particular  section  due  to  shortage  of  transpor- 
tation are  such  that  a  situation  has  been  brought  about  that  seemed 
ininiical  to  the  general  public  interest  that  possibly  a  conference  be- 
i^\een  the  committees  as  suggested  and  a  like  committee  of  the  rail- 
'•oa<i  officials  would  be  helpful."  It  seems  that  emergency  occurred 
>4  me  time  ago,  it  is  here  now,  and  that  the  machinery  for  meeting  it 
>[H>iild  Ih»  j>ut  into  motion  at  once.  Would  it  be  your  desire  to  create 
ti.il  niarhinerj'  now,  or  is  it  the  inference  from  your  letter  to  in- 
■Utinitelv  postpone  it? 

>Ir.  WiLL.\RD.  No ;  Mr.  Truesdale  is  the  chairman  of  that  commit- 
t^^.  He  is  right  here.  He  is  in  session  this  minute  and  is  prepared 
to  meet  the  chairman  of  your  committee  whenever  you  are  ready  to 
tike  it  up. 

Now.  what  I  meant  was  this :  That  I  didn't  want  the  practice,  the 
f''»ii:rht.  to  get  abroad  that  whenever  a  man  wanted  a  carload  of 
'.  .tcrial.  instead  of  taking  it  up  with  the  local  representative  he 
-'.•mill  go  to  the  committee,  because  that  would  be  cumbersome  and 
r  •iiriilalx)ut.  First  of  all,  do  it  in  the  usual  way,  if  yon  could,  and 
t:.»n  if  he  couldn't  do  it,  why,  then,  we  would  do  it  with  these  com- 
s/.itees. 

Mr.  MiLX£R.  Isn't  it  all  a  question  of  the  definition  of  "necessity" 
^fNTall? 

Mr.  Willard.  Of  course,  if  there  were  no  "necessity"  we  wouldn't 

•  talking  atjout  it.  I  am  sure  the  commission  will  feel  just  as  vou 
.'  tiiat  housing  is  a  matter  of  prime  necessity  and  I  am  confident 
•^  -  «*an  work  it  out.  Xo w.  the  other  day  I  had  a  letter  from  the 
'  ivor  of  a  city,  I  won't  mention  the  name,  of  some  500,000  in- 
. .  •: rants,  it  is  a  big  city,  and  his  letter  set  forth  that  building  oper- 

•  .ri  wa.s  simply  at  a*^  standstill  there  because  they  couldn't  get 
r..i'*-rial.     I  arranged  immedia^ly  for  a  conference  and  when  the 

•  liL'  was  fully  developed  the  only  thing  the^  were  short  of  delivery 
'.'Tihere  was  cement  and  all  they  required  in  that  line  was  10  cars, 

li  we  were  able  to  get  for  them.    Now,  they  didn't  understand 
'\  JHiw  to  go  about  it  and  we  did  help  him  out. 
I  am  just  reminded  of  one  thinir  that  we  do  find  in  the  cement 
••n*-ss  and  in  others;  I  am  not  speaking  of  that  particularlv,  but 

•  ♦  .T-ment  ilealcrs  are  generally  very  largely  sold  ahead  and  they 

•  .-  their  orders,  I  am  told  m  the  order  in  which  they  are  re- 

•  ♦d.  Xow,  w^metimes  it  comes  about  in  such  an  emergency  as  this 
'   ■!  '-ar^i  will  be  furnished  at  the  request  of  a  committee  to  take  care 

I  "frtain  particular  jol).  but  that  may  be  down  on  their  list  below 

•  ni«*nl.«  that  other  people  have  put  in  first  and  they  will  be  re- 

t.iiit.  in  fact,  at  times  have  refused  to  load  the  car  for  Smith  be- 

.-.•  Itn^wnV  onler  came  to  them  first,  but  Smith  had  the  priority 

■  r  fur  tin*  rar  and  Brown  did  not  and  so  there  was  an  impasse 

'    rr.  hill  thi^^e.  are  little  things,  we  generally  set  it  all  right,  but 

<\uH^  it  ne€»<ls  a  temporary  delay. 
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The  Chairman.  There  is  a  widespread  opinion  that  some  four  to 
six  weeks  ago  an  order  was  issued  which  required  the  obtaining  of 
permits  for  the  export  of  coal.    Are  you  familiar  with  this  order  1 

Mr.  WiLLARD.  I  am  familiar  with  the  order  that  is  probably  re- 
ferred to  there. 

The  Chairman.  Was  that  order  effective  ? 

Mr.  WiLLARD.  Well,  I  must  ask  you  a  question  there.  Effective  to 
do  what? 

The  Chairman.  In  having  information  as  to  the  amount  of  coal 
that  was  going  abroad. 

Mr.  WiLLARD.  Well,  we  get  that  anyway ;  there  is  no  trouble  about 
that.  I  take  it  that  what  was  meant  to  be  developed  was  whether 
it  did  reduce  the  volume  of  coal  exported.  I  don't  know  that  it 
did,  and  I  don't  know  that  it  was  intended  to  do  that.  That  is  why 
I  don't  quite  understand  just  what  the  question  was. 

The  Ch^virman.  My  understanding  of  the  order  was  that  the  effect 
of  the  order  was  to  limit  the  export  of  coal  ? 

Mr.  WiLLARD.  No;  it  wasn't  the  intention  to  do  that.  The  inten- 
tion of  it  was  this:  To  give  New  England  coal  priority  use  of  the 
pier.  Now,  it  might  be,  of  course,  that  in  the  working  out  of  that 
that  the  flow  of  export  coal  would  be  reduced;  for  instance,  repre- 
sentations were  made  that  at  the  piers  at  Hampton  Boads  about 
2,000,000  tons  of  coal  a  month  were  being  passed  over  for  the  for- 
eign trade  and  that  was  the  entire  capacity  of  those  piers.  Now,  they 
wanted  to  ship  some  coal  to  New  England  over  those  piers,  so  it 
was  said  in  the  order  that  the  New  England  coal  should  go  over 
those  piers  in  preference.  Well,  now,  if  they  couldn't  handle  more 
than  2,000,000  tons,  why,  of  course,  they  would  have  to  withhold 
enough  of  the  2,000,000  for  export  to  let  the  New  England  coal  go 
first,l)ut  my  impression  was  that  the  New  England  coal  didn't  come 
along  and  the  export  kept  going.  I  don't  think  the  export  was 
checked  by  that  order  if  that  is  the  purpose  of  the  order. 

The  Chairman.  Nor  did  that  order  have  the  effect,  from  our  infor- 
mation*, of  giving  New  England  more  coal. 

Mr.  WiLLARD.  VVell,  that  is  quite  true.  I  can't  answer  that  ques- 
tion. You  will  have  to  ask  somebody  else  there,  but  I  know  it  was 
stated  that  if  they  were  given  the  prior  right  to  move  over  the  pier 
and  if  the  railroads  were  told  to  furnish  cars  to  move  New  England 
coal  first,  they  would  be  taken  care  of.  Well,  the  order  was  given, 
but  nobody  seemed  to  ship  and  bill  any  coal  to  New  England,  and 
so  we  didn't  move  it.  For  some  reason  or  other  the  coal  didn't  go 
to  New  England.  Now,  I  don't  know  whethei;  New  England  didn't 
buy  it  or  the  shipper  didn't  want  to  ship  it  there ;  that,  of  course,  I 
don't  know.  Of  course,  as  a  carrier  we  have  to  take  the  car  to  the 
point  it  is  billed  for,  and  in  spite  of  the  order  no  coal  seemed  to  be 
shipped  there. 

Mr.  Miller.  Mr.  Storrow  testified  that  the  order  was  nullified  by 
interpretation. 

Mr.  WiLLARD.  That  is  true ;  that  is,  it  wasn't  interpreted  the  way 
Mr.  Storrow  believed  it  should  be,  and  I  am  of  the  opinion  it  was 
never  interpreted  that  way. 

The  Chairman.  Mr.  Willard,  is  more  coal  required  for  the  North- 
west and  for  New  England  this  year  than  in  the  previous  year? 
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Mr.  WiiXABO.  No;  the  figures  are  just  about  the  same. 

The  Chaibman.  Then  wny  was  it  necessary  to  issue  general  orders 
and  correct  the  specific  emergency  in  these  two  cases? 

Mr.  WiLLARD.  First  of  all,  the  coal  didn't  move  there  in  the  usual 
quantities  in  the  spring,  and  why  it  didn't  move  I  don't  know.  It 
was  said  by  some  that  there  was  an  unusual  demand  for  coal  in  every 
direction,  and  the  coal  that  was  produced,  instead  of  going  to  New 
England  and  to  the  Northwest  went  somewhere  else.  One  reason  why 
it  didn't  go  to  New  England  perhaps  was  because  as  much  did  go  to 
Xew  England  as  the  railroads  could  carry  and  shippers  were  re- 
luctant to  ship  by  water  and  pay  a  dollar  and  a  half  a  ton  more,  and 
the  water  rate,  in  spite  of  our  merchant  marine,  was  a  dollar  and  a 
half  a  ton  higher  than  the  all  railroad  between  the  same  points.  In 
any  event,  it  didn't  move.  There  has  been  very  much  said  about  it  as 
toVhy  it  didn't  move;  I  don't  know  what  the  facts  are.  I  don't 
know  whether  it  was  a  Question  of  ^rice  or  what  it  was ;  it  just  didn't 
go  in  the  earljr  part  of  the  season.  If  it  had  started  to  move  in  April 
up  the  Lakes  in  the  ordinary  volume,  why,  we  wouldn't  be  hurrying 
up  now.  If  it  started  to  move  to  New  England  by  water  in  the 
spring  in  the  ordinary  volume  they  wouldn't  oe  in  a  hurry  now,  but 
two  or  three  months  in  the  early  part  of  the  season  coal  didn't  go  into 
New  England  and  it  didn't  go  up  the  Lakes  as  fast  as  it  ought  t6  go, 
but  in  the  aggregate  the  same  amount  had  to  go.  Now,  we  are  trying 
to  make  up  m  tour  months  what  we  ought  to  have  taken  up  in  six 
or  eight  months. 

The  Chairman.  And  you  don't  know  the  reason  ? 

Mr.  WiiXiABi).  I  can't  tell  you  the  reason. 

Mr.  MuiLEB.  Whose  business  will  it  be  next  year  to  foresee  a  coal 
shortage  and  to  act  to  get  coal  started  early  in  the  spring? 

Mr.  WiLLARD.  I  might  say,  first  of  all,  Senator  Calder,  that  the 
transportation  act,  in  my  opinion,  makes  private  ownership  possible 
now.  but  whether  it  continues  depends  on  whether  the  people  are 
<^ati££ed  with  it  or  not,  and  whether  they  are  satisfied  will  depend 
on  whether  they  get  the  kind  of  service  tnat  they  ought  to  have.  I 
think  railway  managers  appreciate  that.  Now,  the  railway  man- 
agers know  that  if  it  should  come  about  in  the  fall  or  winter  that 
there  is  a  coal  shortage  in  the  Northwest  it  would  be  said  that  it  was 
caused  by  the  failure  of  the  railroads  to  move  the  coal,  whether  it 
vas  or  not,  and  it  would  be  a  hard  job  for  them  to  transfer  the 
I'urden.  It  might  be  possible  to  ship  to  other  directions,  but  it 
would  all  the  time  be  said  that  if  transportation  facilities  had  been 
forthcoming  the  coal  would  have  been  there.  I  am  sure  the  rail- 
n»a<l&,  among  others,  would  take  a  more  active  interest  in  it  next 
-pring  than  they  did  take  this  spring,  and  the  re«nson  they  didn't  take 
a  more  active  one  this  spring  is  l)ecause  we  were  in  the  midst  of 
chan^inf  from  one  system  to  another.  Our  organization  had  to  be 
rH:nutea,  we  were  all  busy  with  other  things,  and  then  the  strike 
••»me  on  and  upset  the  moveiaent  and  two  or  three  months  frittered 
iwiy. 

Next  spring  the  railroads,  from  the  point  of  self-preservation, 
frrHD  the  point  of  fully  appieciating  thev  must  on  the  whole  serve 
the  pablic  satisfactorily,  will  take  note  of  this  matter  through  their 
idvisory  committee,  ifno  other  way,  and  if  it  doesn't  start  to  move 
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as  it  ought  tb  move  the  matter  will  be  brought  to  the  attention  of  the 
Interstate  Commerce  Commission,  and  then  those  people  of  the 
Northwest  who  have  come  down  to  Washington  this  summer  and 
have  made  representations  that  they  would  freeze  if  we  didn't  give 
them  the  coal  will  perhaps  be  sent  for  and  asked  to  come  down  a 
little  earlier  next  year  and  say  what  they  should  have  to  prevent  the 
thing  happening  this  year  from  happening  next  year;  but  I  think 
those  are  the  things  that  will  happen  next  year  to  prevent  this  thing 
recurring. 

Mr.  Miller.  The  Railroad  Administration  could  have  taken  that 
action  last  year  equally  as  well. 

Mr.  WiLiJiRi).   1  es. 

The  Chairman.  I  think  the  situation  is  difficult  and  I  think  you 
have  just  put  your  finger  on  the  cause.  The  railroads  were  turned 
over  to  the  owners  just  at  the  moment  when  it  was  no  one's  business 
to  do  these  things,  and  no  one  did  it. 

Mr.  WiLLARD.  We  lost  two  or  three  months. 

The  Chairman.  And  I  realize,  too,  how  important  it  is  that  the 
Northwest  should  have  coal  and  that  New  England  should  have  coal, 
and  how  the  problem  should  be,  as  you  suggest  when  we  get  to  it  next 
wintt»r. 

Mr.  WiLLARD.  It  isn't  really  the  dutv  of  the  railroads  to  attend  to 
it  any  way.  and  the  only  reason  that  I  say  the  railroads  will  attend 
to  it  is  if  the  railroads  will  be  blamed,  as  a  matter  of  self-preserva- 
tion they  will  see  that  it  doesn't  happen,  although  the  law  doesn't 
tell  them  to  do  it. 

The  Chairman.  In  your  testimony  before  the  Interstate  Commerce 
Commission  of  July  10  you  strongly  advocated  the  limiting  of  re- 
consignment  of  cars.    Do  you  advocate  this  at  this  timef 

Mr.  WiLiiARD.  Yes ;  I  think  new  orders  have  been  issued ;  the  cora- 
niiRsion  has  made  new  orders  in  that  connection. 

The  Chairman.  Is  the  recent  order  to  which  you  have  just  referred 
affecting  the  reconsignment  of  cars  mandatory  or  merely  permissive? 

Mr.  WiLLARD.  I  think  it  is  mandatorv*^  this  way.  It  was  only  per- 
missive before  under  conditions  prescribed  in  the  operation  of  the 
railroads,  now  those  have  been  changed.  I  haven't  seen  the  order, 
but  it  is  provided  in  them  for  a  certain  exercise  of  the  privilege  only 
once,  we  will  sav,  one  exercise  in  connection  with  each  car  within  a 
certain  period,  and  they  shall  be  obliged  to  pay  a  higher  price  than 
they  did  before,  ancl  it  is  hoped  the  effect  of  it  will  be  to  limit  the 
misuse  of  cars. 

The  Chairman.  In  your  opinion,  is  the  increase  in  demurrage 
charge  by  the  Interstate  Commerce  Commission's  recent  order  sutR- 
cient  to  accomplish  a  practical  cessation  of  the  practice  of  holding 
cars  without  unloading? 

Mr.  WiLLARD.  I  don't  know  just  what  the  recent  order  is,  and  be- 
cause there  have  been  so  many  changes  proposed  and  some  made  in 
the  Inst  two  or  three  weeks,  I  will  say  this:  I  know  this  is  what  the 
commission  seeks  to  do,  and  this  is  what  the  railroads  have  recom- 
mended that  demurrage  rates  should  be  made  in  such  a  way  as  not 
to  penalize  the  man  who  is  really  trying  to  use  cars  efficiently  but 
meets  with  certain  delays  in  the  ordinary  transaction  of  his  busmess: 
no  effort  is  made  to  penalize  that  man.  but  we  have  been  trying  to 
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umke  rules  that  will  ^make  it  as  exi)ensive  as  possible  for  the  inai) 
wIk)  ships  a  load  of  coal  or  anything  else  not  knowing  who  is  going 
Ui  take  it  off  his  hands  and  to  hold  the  car  until  he  can  find  a  pur- 
(haser.  Now,  that  kind  of  practice  we  are  trying  to  break  up.  I 
<lnnht  whether  we  have  got  rules  yet  that  will  make  it  impossible. 

The  Chairman.  Has  that  practice  been  very  great? 

Mr.  WiiXARD.  Yes:  it  hi) s  been  exceedinjrlv  ^leat  at  times  and  in 
ylivi^.  It  has  l)een  very  much  in  evidence  in  connection  with  the 
<i»{il  hr.siness  recenth\  and  it  has  been  associated  with  every  kind  of 
}'ii>iness  in  the  past.  Take  it  in  the  Central  West.  I  happen  to  know 
from  experience  that  in  the  past  men  would  buy  spots  in  refrigerator 

•  ais  ami  ship  them  into  cities  and  hold  the  car  for  a  week,  paying 
rJ  a  <lay  and  retail  out  of  the  car.  Nobody  objected,  particularly 
wiien  there  were  plenty  of  cars,  but  in  times  of  emergency,  of  course, 
ti  It  is  against  the  public  interest. 

The  Chairman.  Has  not  the  reconsignment  of  cars  been  ^i- 
''•firaged  by  the  railroads  in  times  past? 

Mr.  AViij^\Ki>.  T  dcm't  know  whether  it  has  been  encouraged:  it 
i  ..•-  I»een  a[)proved  of,  and  T  myself  recommended  that  the  practice 
"  <>nl<l  Ih»  changed,  though  I  doubt  the  wisdom  of  doing  away  with 
IT  :diogether.  I  think  it  frequently  happens  that  when  a  car  of 
irnlier  or  coal  is  shipped  a  long  distance  it  may  develop  in  transit 
t'lat  it  would  be  better  to  send  that  car  to  another  place  rather  than 
••'.♦•  phu^e:  perhaps  a  public  utility  needs  it,  and  under  the  order  one 
-  •  h  re<'oni?ignment  is  permitted.  But  the  practice  that  it  was  sought 
{n  tireak  up  was  this :  When  a  car  of  coal  would  be  sold  to  two  of  three 

•  f«iur  different  people  and  the  billing  changed  to  different  places 
»'jI  it  i>  traded  in  as  a  matter  of  speculation,  that  delayed  the  car, 
ir»|  that  practice  they  wanted  to  break  up.  I  might  say  here  that  in 
:  rvi^m  fliscus^icm  that  we  had  with  coal  operators — and  I  ought  to 
-IS  this,  that  the  coal  operators  themselves  are  just  as  anxious  to 

r-  \k  Up  that  practice  as  anyone  else  can  be,  because  it  is  casting  a 

•  t^^^tion  u|Hm  those  who  are  properly  engaged  in  the  business. 
"  •►y  have  l»een  giving  this  matter  consideration.    I  hope  within  the 

•  '.t  fc»ur  or  five  davs  we  may  l)e  able  to  make  some  sort  of  a  recom- 
:  Ml  liition  to  the  Tnterstate  Commerce  Commission  which  will,  if 

•  •.  wholly  prevent,  at  least  very  much  check  the  practice  that  you 
•'►^k  of,  so  that  it  will  not  be  possible  for  men  to  ship  cars  and 

i  them  and  s|>eculate  in  them  and  run  up  the  pi  ice  of  coal  and  take 
••-  out  iff  legitimate  use. 
r  !♦•  Ch  URMAN.  As  I  understand  it,  a  moment  ago  you  said  that 

.  ajiproved  of  the  right  of  reconsignment? 
Mr.  Wiu.ARi>.  Yes:  I  think  it  is  helpfid,  that  it  is  a  commercial 

•  -^-ity.     I  wouldn't  undertake  to  abolish  it  altogether.     It  is  the 
•^»  of  it  that  is  harmful. 

I  '•••  Chairman.  Have  not  the  railroads  received  cars  of  coal  which 

knen-  would  l>e  diveited  in  transit? 
Mr   Wiij..\Ri>    Thev  <lo  now.    Thev  are  all  i>ermitted  to  make  one 

•  '•.*i:rTiment.  but  it  ought  to  be  and  it  must  be  done  while  the  conl 
•  triin**it  an<l  not  after  the  coal  has  been  delivered  and  has  reached 
*'!  il  destination.    T  think  the  new  rates  provide  that  they  should 

1  «-harge  that  would  make  it  unprofitable. 
:  *»•*  C*H.%tRMAN.  This  i-ommittee  hns  been  informrMl  that  there  is 
:t  %Uu^  of  the  Teronsignment  privilege  at  Baltimore  and  that 


*  •  • 


.    v^.i    It;  :L^cTl()^^ 
►  ..;.  !wKl  indefinitely  on  hidings.     Can 

.  '.    >  provocation  for  it,  and  that  is  one 

*  .  urn?i't  within  the  next  four  or  live 

»    .*v.     Tnder  the  law  that  the  railroads 

.    ^   ►t.iftjMble;  men  may  do  that,  and  I  think 

.  , ..  li*. rnl  disadvantage.    We  hope  to  break  it  up. 

ui  tell  us  how  many  cars  are  now  used  for 

.  vi  u>ed  for  reconsignment  and  speculative 

^  _  1  .Hu't  ^ive  you  figures  like  that.    The  Balti- 

..ih  loaueil  4,500  cars.     I  haven't  any  way  in 

V  ^%  lUiiu y  cars  were  reconsigned,  but  I  venture  not 

^      ...*^.i  iu  the  aggregate. 

V    *.\>  vou  know  why  the  order  preventing  tlie  use 

..  w  .  .^»\e  purposes  was  not  issued  before  the  priority 

No. 
xvvN.   Vou  say  we  have   priority  orders  which   work 
^     \  f.^fvrtation  of  building  material? 

vu\  That  is  getting  into  the  round  of  economics.    It  is 

.^;s»:iHtion  problem ;  it  is  speculative.    This  cure  of  specu- 

^  ^  V^uvring,  I  think,  is  for  another  department  of  the  Gov- 

.K\il  with;  perhaps  the  Department  of  Justice  could  tell 

V.  •  ihal  than  I  can.    In  anj'^  event  the  question  of  profiteer- 

<.  miU  is  not  in  the  first  instance  a  transportation  problem, 

M^.  V  uviKMAN.  No;  itisnot.  ,        ,       ,        . 

\       Waa-vRD.  But  they  are  very  nearly  related  and  we  are  only 

'     'v>usl  as  transportation  men  in  the  fact  that  it  brings  about  a 

.   N  >^'  of  iHUiipment.     At  the  same  time,  though,  under  the  rules  that 

'-  \*n  tile  and  approved  by  the  Interstate  Commerce  Commission,  a 

-MU^  a  speculator  if  you  please,  had  the  right  to  buy  a  car  of  coal  and 

x=riMt  to  a  port  and  hold  it  there  indefinitely  if  he  paid  the  regular 

^niblio  charge  of  $2  a  day.     Now,  it  is  perfectly  lawful  for  him  to  do 

'Flu*  Chairman.  Well,  you  have  permitted  the  reconsignment  of 

Mr.  WiLX-ARD.  Those  are  all  provided  for  in  the  public  tariffs  ap- 
pn)vod  by  the  commission,  and  ordinarily  I  think  they  were  all  right 
and  tend  to  promote  commerce,  but  here  was  the  unusual  case  where 
that  was  abused  and  the  public  interest  was  injured. 

The  Chairman.  And  with  that  knowledge  priority  orders  were 
issued  taking  cars  to  the  other  industry  ? 

Mr.  WiLLARD.,  I  w^ouldn't  say  that  that  knowledge  was  at  hand. 
This  thing  has  all  developed  within  the  last  two  or  three  months,  and 
so  far  as  1  am  concerned,  I  must  confess  I  don't  know  the  extent  to 
which  that  was  being  abused ;  and  I  don't  know  the  extent  to-day  it 
is  being  abused  now.  It  is  a  very  difficult  thing  to  develop ;  the  w^ork- 
ings  of  it  are  so  intricate. 

The  Chairman.  You  believe  that  an  emergency  existed  in  order  to 

justify  it? 

Mr.  WiLLARD.  I  certainly  do,  and  such  an  emergency  as  was  con- 
templated by  the  transportation  act. 
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The  Chairman.  How  are  these  orders  working  out  in  the  interest 
ii{  the  transportation  of  coal?  Are  you  able  to  increase  your  ship- 
ments, and  are  we  going  to  meet  the  needs  of  the  country  ? 

Mr.  WiLLARD.  I  think  we  will,  but  there  again  we  have  had  another 
\ery  serious  problem  to  deal  with,  and  it  has  only  just  been  the  other 
v^uy.  The  railroads  of  the  country  as  a  whole  performed  a  very 
!ai  <re  volume  of  transportation  during  the  first  part  of  this  year.  At 
ill**  l>eirinning  of  April  the  sAvitchmen's  strike  started  in  Chicago,  but 
•^pivad  generally  all  over  the  eastern  and  southeastern  part  of  the 
'ouiitrj'  and  some  of  the  Central  West.  The  effect  of  that  strike  was 
\o  reduce  the  amount  of  business  that  the  railroads  were  handling. 
1  should  guess — I  am  only  guessing  on  this — it  reduced  the  business 
I'l  or  20  per  cent.  It  resulted  in  nearly  300,1)00  cars — 285,000  cars — 
U'lng  held  for  movement  due  to  that  strike  situation.  Well,  now, 
that  situation  continuetl.  jit  times  somewhat  better  and  other  times 
unrse. 

The  Chairman.  Mr.  Willard,  you  know  how  many  cars  are  being 
'»>eil  to-day  for  tho  carrying  of  coal  to  tidewater  for  export  and  how 
ni.iny  cars  are  being  used  to  carry  coal  to  Canada? 

.Mr.  Willard.  On,  no ;  I  can't  tell  you  that,  but  we  are  carrying,  I 
>u^>jK)se,  the  figures  that  I  have,  that  probably  we  are  selling  Canada 
n^»«lve  or  fifteen  million  tons  of  coal  this  year,  and  the  cars  necessary 
to  move  tliat  are  being  used,  some  of  that  is  going  to  Lake  Erie  and 
tit»»n  going  up  the  water,  and  then  the  priority  order  includes  some 
f  them. 

The  C*hairman.  How  does  that  average  up  with  the  amount  of 

»iil  you  have  shipped  to  (^anada  in  the  past? 

Mr.  Wiu^RD.  On,  yes:  about  the  same;  it  is  not  unusual. 

The  Chairman.  Is  Canada  exporting  any  of  her  coal;  do  you 

Mr.  Wiij..\rd.  So  far  as  I  know,  it  is  not.  Canada  at  any  time  has 
3  >intll  amount  of  coal  for  export  and  it  is  not  a  very  high  class  of 
"il.    I  don't  know  whether  they  are  exporting  any  or  not. 

Tiie  CiLAiRMAN.  I  f-aw  a  communication  from  the  Federal  Reserve 
l-'inl  on  tTulv  2i^  which  indicated  that  our  needs  were  about  12,000,- 

"•toriv  weekly  in  this  country. 

Mr.  Wiu^HD.  I  meant  to  have  said  they  were  getting  out  about  ten, 

•  't  we  thought  we  ought  to  take  it  up  to  about  twelve  and  get  ready 
'■•r  vint^r.  and  if  we  could  put  out  twelve  now  until  the  end  of  the 
•^  M>n  we  would  be  in  prett}^  good  shape. 

The  Chairman.  These  figures  that  I  saw  would  seem  to  indicate 

•  It  would  be  correct:  we  were  producing  about  nine  and  our  needs 
-  ^T  eleven.  It  is  all  an  estimate.  Nobody  knows  exactly.  We  are 
•r-  ng  to  get  it  up  to  twelve,  but  we  haven't  reached  it  yet.    They 

I  make  twelve  during  Federal  control,  and  we  made  twelve  during 

•  -r  January  and  last  March.     We  have  also  been  informed  here 

•  i<  our  exports  of  coal  are  about  a  half  a  million  tons  a  week. 

Mr.  WiLLARn.  I  should  sav  that  was  about  right.    Overseas — vou 

•  m  overseas? 

Tlie  (*H AIRMAN.  Overseas. 

Mr  WfUJiRn.  Yes. 

7h«-  Chairman.  Do  vou  fnvor  the  curtailment  of  the  export  of 
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Mr.  \VuxAKi>«  No;  I  am  not  inclined  to  favor  it.  I  think  it  is  in 
die  lar^r  public  interest  to  stimulate  our  foreign  trade,  and  it 
stvuis  to  ttie  to  be  desirable  that  if  possible  we  should  refrain  from 
stopping  it  no%\\  It  may  be  necessary  and  I  wouldn't  hesitate  to 
siv>p  it  if  1  felt  the  jreneVal  interest  of  this  country  would  be  pro- 
moted bv  ^ueh  action.  I  am  not  sure  that  that  would  be  just  now;  I 
Ji^ri  know. 

the  I  HAiKMAN.  Thei'e  is  a  great  deal  in  that  last  statement  of 
voui^  that  every  practical  business  man  will  subscribe  to.  I  think 
U  would  l>e  uu>ii  unfortunate  if  we  had  to  completely  shut  down  our 
e\iKU*t  of  coaL 

\h\  Wiu^viUK  Yes. 

The  i'HAiKMAN.  But  a  great  many  men  feel  that  perhaps  the  fact, 
tlmt  we  aiv  ex|H>rting  now  more  than  ever  before^  that  that  has  just 
Ihhmi  the  sole  element  that  tended  to  make  this  situation  more  diffi- 
cult  and  that  that  has  contributed  a  good  deal  to  the  high  price  of 

Mi\  WkLiaiU).  *rhat  may  be  true;  1  couldn't  answer  that. 

Ihe  TiiAiKMAN.  Of  course,  that  is  so,  but  then  it  is  a  pretty  serious 
4uMiv»i^  whet  tier  or  not  we  oujght  not  to  curtail  the  export  of  coal. 

Mr«  W1U.AIUK  We  had  hopea  to  load  more  coal,  and  getting  it  up 
to  U\iHK>,lHH>  tons  a  week,  that  then  there  would  be  enough  available 
to  take  caix<^  of  the  local  situation  and,  say,  2,000,000  tons  a  month 
(or  e\|H»H,  and  bring  about  a  normal  condition.  We  havent  been 
aUle  to  p^t  it  going  at  12,000,000  tons  a  week,  because  of  the  strike, 
either  the  sw*itchmen  or  somebody  else,  and  then  next  week  or  this 
w^vk  we  ought  to  be  up  to  12,000,000. 

The  TuAiRMAN.  We  are  fast  approaching  a  period  when  it  will 
U*  \lirtlculU  of  course,  to  send  coal  to  the  Northwest. 

\li\  Wiujiiu).  Yes;  we  have  got  to  do  that  now. 

rUe  Chairman.  And  then,  of  course,  the  general  curtailment  of 
uulushv  is  serious. 

Mi\  \\n»i*Aiu>.  Yes. 

The  ("iiAiMMAN.  But  what  I  wondered  at  is  whether  after  all  we 
Miv  K^^ii^i?  to  get  much  in  international  standing  by  selling  coal  worth 
:ji*  a  ton'  for  thirty  or  forty  or  fifty  dollars. 

NIr,  \\*n,i.ARD.  1  wondered  at  that. 

The  i'uAiRMAN.  The  people  on  the  other  side  will  say,  "Well,  you 
lui\e  >rivcn  us  coal,  but  you  just  took  our*skin  for  it,"  so  that  in  the 
end  wo  nu^lit  cut  the  exports  of  coal  and  take  care  of  our  own 
v^»un!rv  and  provide  improvement  for  the  shipment  of  material  in 
(ho  pMierai  industry.  Do  you  not  regard  coal  as  the  most  important 
rudionil  trouble  at  the  present  time? 

Mr.  \\'iM*ARi).  It  is  the  only  problem  concerning  which  it  has  been 
necessary  so  fnr  to  give  priority  orders  in  a  large  way,  and  I  sup- 
pose it  must  follow,  I  never  thought  of  the  matter  in  that  line, 
hut  1  ilo  consider  the  movement  01  coal  of  supreme  importance  at 
fhc  pivsci\t  time. 

Tlic  CiiviuMAX.  I  understood  you  to  say  a  moment  ago  that  you 
tlid  not  favor  the  restricting  of  exports  at  this  time. 

Mr.  WiLLARD.  Well,  it  hasn't  seemed  to  me  that  the  situation — it 
hasT\'t  seemed  clear  to  me  that  anything  helpful  would  follow  from 
ivstricting  exports  at  this  time.  Now  I  don't  know.  I  haven't 
much  conndence  in  my  opinion  on  that  subject ;  I  haven't  studied  it. 
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The  Chairman.  We  are  exporting  about  2,000,000  tons  a  month 
now? 

Mr.  WiLLARD.  I  think  it  is  running  about  that. 

The  Chairman.  What  was  the  average  shipment  before  this  recent 
period? 

Mr.  WujLARd.  Well,  I  think  before  this  year  it  ran  down,  I  have 
the  figures  in  mind,  but  perhaps  not  more  than  a  fourth  of  that,  but 
the  first  five  or  six  months  this  year  it  has  been  running  from  a 
million  and  a  half  or  a  million  nine  hundred  thousand  up  to  two 
million  one  month.  It  is  materially  higher  than  it  has  generally  been 
in  the  past. 

The  Chairman.  But  if  the  export  of  coal  was  cut  down,  limited 
somewhat,  that  would  free  open  top  cars  for  use  in  moving  material. 

Mr.  WuxARD.  It  would  free  some  cars,  but  after  all  only  2,000,000 
tons  a  month,  I  doubt  if  it  would  have  very  much  effect.  Of  course 
some  of  the  export  coal  goes  to  Cuba,  some  of  it  goes  to  South 
America.  In  having  in  mind  that  it  was  rather  undesirable  to  inter- 
fere with  the  arrangement,  I  couldn't  forget  our  relations  with  Cuba 
and  other  countries  and  things  that  might  follow  from  that.  On  the 
whole  it  seemed  to  me  one  of  those  questions  that  had  rather  not  be 
interfered  with  if  you  could  possibly  help  it,  and  I  do  hope  that  we 
will  be  able  to  get  through  without  stopping  it,  but  I  can't  give 
a<l\'ice  on  the  exports  of  coal  that  is  worth  anything.  I  would  want 
somebody  else's  advice  beside  mine ;  I  really  don't  think  my  opinion 
on  that  is  of  much  value. 

Tlie  Chairman.  The  committee  has  felt,  Mr.  Willard.  that  that 
«*(»uld  be  one  way  to  relieve  the  situation,  the  releasing  from  the 
moving  of  cars  in  export,  the  coal  in  export,  to  other  industries  would 
l»e  helpful. 

Mr.  WuxARD.  I  don't  think  at  the  moment  that  it  would  be  suffi- 
<ifnt  to  justify  the  modification  of  the  priority  orders.  It  would 
[•^rniit  coal  that  goes  that  way  to  go  in  some  other  direction  and 
ivsult  in  building  up  stocks  for  next  winter  we  will  say.  I  think 
a!!  the  coal  will  be  absorbed  and  probably  it  will  be  all  needed,  but 
«»f  <*ourse  if  you  don't  send  it  out  of  the  country  you  would  have  more 
in  the  country. 

The  Chairman.  The  thing  that  has  impressed  us  here  is  this  ex- 
tnionlinary  high  price  for  export  coal  has  had  its  reflection  upon  the 
•"b'^ie  here.  The  other  dav  a  gentleman  re])resenting  the  public 
:t. lilies  in  the  city  of  New  Vork  stated  that  he  had  contracts  for  coal 
tx  iliout  $4.75  a  ton  at  the  mine,  and  that  to-d;iy  ono-third,of  the  coal 
•  inir  used  in  the  city  of  New  "iork  wns  InMnir  ]>aid  for  at  the  rate 
•f  ^12  and  $14  a  toi^,  because  he  had  to  buy  one-third  of  his  coal  spot 
•  r  'f  to  get  enougli  coal  to  keep  the  gas  and  electric  plants  going 
h-re. 

Mr.  WiujiRD.  If  that  does  represent  what  is  known  as  profiteering, 
.t  •^♦•ms  that  might  he  approached  from  some  other  anirle. 

The  Chairman.  Do  you   approve  of  the   practice   of  railroads 

•sizing  coal  in  transit? 

.Mr.  WnxARD.  Why,  I  don't  approve  of  the  practice,  but  I  defend 

t.    You  can't  run  your  railroads  without  coal,  you  can  not  haul 

•»»  vbody's  coal  without  coal  to  run  the  engine,  and  sometimes  we  have 
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to  contiscate  coal  in  transit  in  order  to  keep  moving,  but  we  ^nerally 
liave  to  pay  two  or  three  times  as  much  under  such  conditions  as  we 
wouhl  if  \vt»  bouglit  it  in  the  normal  way,  and  certainly  we  don't  do 
it  if  we  ai'en't  forced  to  do  it. 

The  Chairman.  There  has  been  much  complaint  of  that,  Mr.  Wil- 
lard,  and  people  have  contended  if  private  ownership  can  lay  in  their 
supi)lies  of  coal  for  emergencies  and  for  the  winter,  the  railroads 
ouijnt  to  do  the  same. 

Air,  WiLLARo.  I  think  the  people  who  make  that  claim  ought  to 
have  this  in  mind.  It  has  been  very  clearly  established  now  that  the 
rate  must  be  made  sufficient  to  pay.  Now,  one  of  the  costs  is  for 
fuel,  and  it  would  cost  railroads  a  great  deal  of  money  to  provide' 
facilities  to  store  and  carry  fuel,  and  in  the  end  that  would  be  re- 
ile(^ted  in  the  rate.  Ordinarily  there  is  no  demand  for  it,  there  is  no 
real  justification  for  it.  Once  in  awhile  there  is,  but  in  the  opinion 
of  the  Baltimore  &  Ohio  we  have  never  felt  that  we  would  be  justi- 
tieil  in  providing  storage  facilities,  but  it  is  a  mooted  question.  It 
haH  het^n  broupht  to  our  attention  by  the  President's  committee  that 
WHS  invesigatmg  the  coal  situation  and  perhaps  something  ought 
to  he  (lone  in  that  direction.  I  don't  know.  In  the  past  we  thought 
it  wasn't  advisable  generally.  Perhaps  we  ought  to  change.  It  will 
add  to  the  expense  of  runnmg  the  railroads,  there  is  no  doubt  about 
that. 

The  ("iiAiRMAN.  It  has  been  suggested  that  it  would  be  a  helpful 
thing  to  deny  cars  to  wagon  mines  for  the  time  being. 

Mr.  WiLiIvRD.  I  think  that  is  all  right;  I  am  in  favor  of  that. 
Tln^y  have  a  right  to  go  and  open  a  mine.  From  a  selfish  transporta- 
tion\stuudpoint  I  am  opposed  to  the  practice.  We  are  loading  on  the 
Haltiniore  &  Ohio  I  suppose  from  two  to  three  hundred  box  cars  a 
day  with  coal  hauled  in  oy  wagons.  It  takes  a  couple  of  days  gen- 
eiiilly  loading  a  car.  We  don't  get  as  prompt  movement  of  the  car 
us  we  would  if  the  box  car  was  in  some  other  service  or  if  an  open- 
top  cur,  where  it  could  be  loaded  and  disposed  of  more  promptly 
by  the  big  operators.  It  makes  unnecessary  switching  and  it  is  a 
troublesome  arrangement.  I  don't  know  how  you  are  going  to  help 
thtit.  It  was  encouraged  during  the  war  when  there  was  a  shortage 
of  coal,  and  it  has  always  been  somewhat  in  effect,  but  it  was  greatlj- 
encouraged  during  the  war,  and  these  high  prices  make  it  attractive: 
1  don't  know  how  to  stop  it.  The  railroads  can't  do  an3'thing  except 
to  furnish  cars.  As  carriers  it  is  our  duty  to  do  that ;  the  commission 
has  held  that  we  must  do  that. 

Tlie  Chairman.  This  committee  has  been  informed  that  there  is  a 
considerable  number  of  idle  vessels  of  the  Shipping  Board  suitable 
for  coastwise  trade,  but  that  the  transportation  charge  for  coal  from 
tlie  Pocjilionttis  district  to  New  England  is  now  $5.25,  and  that  the 
all-rail  rate  from  the  Clearfield  district  to  New  England  is  $3.36; 
that  in  the  new  rates  the  all-rail  rates  will  l)e  $5.04  from  the  Clearfield 
district  to  New  England  and  that  the  rail  and  ocean  rates  will  be 
increased  at  least  by  80  cents  to  $6.05.  In  order  io  relieve  the  railroad 
shortage  this  committee  has  urged  the  Shipping  Board  to  reduce  its 
water  rate  from  $2.75  to  $1.50  from  Hampton  Roads  to  Boston,  This 
would  bring  the  water  rates  below  the  rail  rates.  Now,  a  moment 
ac^o,  Mr.  Willard,  you  said  that  you  had  called  on  Admiral  Benson ; 


RECONSTRUCTION   AND  PRODUCTION.  159 

I  knew  you  had  and  I  rather  approved  of  it.  It  seems  to  us  that 
lather  tfian  have  a  number  of  Shipping  Board  vessels  lyini^  idle  at 
Hampton  Koads  with  crews  on  them  it  would  be  better  tor  them 
e^  ei)  to  be  run  at  a  loss. 

iff.  WiLLARD.  It  did  seem  so  to  me. 

I  he  Chairman.  To  relieve  the  situation. 

Mr.  WiLLARD.  J^ave  cars.    I  approached  it  from  that  angle.    One 

•  ar  yield  more  from  the  Pocohontas  district  to  Hampton  Roads 
^•nuM  be  as  much  as  four  or  five  cars  hauling  the  same  coal  into  New 
Kiijrland.  It  would  save  cars,  it  would  make  the  railroads  more  effi- 
<i»nt,  and  it  was  from  that  point  of  view  that  I  urged  it  upon 
A.lmiral  Benson. 

Iho  Chairman.  I  am  glad  you  did  that.  The  other  day  I  wrote 
!  :rii  that  in  tlie  public  interest.  After  all,  these  were  Government 
\»  N-<'k,  and  even  at  a  loss  it  would  be  helpful. 

Mr.  WiLL.\Rj>.  There  is  something  that  the  Government  itself  can 
io  with  facilities  that  it  has  idle  at  this  moment  to  help  meet  this 
j::ir»si>oitation  situation,  if  it  will. 

i  lie  C  HAUtMAN.  And  that  ultimately  would  release  some  rail  facili- 
i.*s  for  the  handling  of  the  general  business? 

Mr.  WiLL^viu).  That  itself  would  put — I  almost  was  about  to  say 
f  .u  wouKl  have  as  nmch  eifect  of  making  more  cars  available  for 

*  ♦•  shipment  of- coal  and  other  things  as  the  stoppage  of  exports. 
It  wuiild  have  some  effect.  How  mucli,  I  don't  know;  but  we  ought 
t  •  nio\p  more  coal  into  New  England  by  water  and  some  cars. 

Ihe  Chairman.  Can  you  tell  us  what  the  inland  and  ocean  rates 

I  •  I  Alston  from  the  Pocohontas  district  were  formerly? 

Mr.  Wiu^vRD.  No;  I  can't.    I  know  this,  Mr.  Chairman,  that  from 

itiniore — and  they  were  about  the  same;  that  is,  from  Virginia 

•>u<rh  Baltimore — that  the  all-rail  route  to  New   England  pre- 

>  lo  the  war  was  about  50  to  75  cents  higher  than  the  rail  and 

•  r  rcMiie  through  Baltimore.    Now  it  is  $1.50  lower. 
*!»•  Chairman.  Now,  inland  and  ocean  rates  usually  are  cheaper 
•'I  all-rail  routes. 

Mr.  \Vn.L.vRD.  Oh,  yes;  we  have  been  led  to  believe  that  water 
=  *i-.>ortation  is  cheaper  than  rail  transportation. 
iu*'  Chairman.  The  people  of  New  York  City  have  put  $160,- 

■  .  <M  into  the  Barire  (  anal.  Is  there  anv  wav  in  which  vou  could 
'umeiid  that  this  waterway  and  other  luirge  canals  might  be 
L'ht  into  use  to  relieve  the  railroads  of  the  handling  of  bulky 

LMir.  unprofitable  to  the  railroads,  and  which  yet  nuist  be  handled 
i-lv  to  suf^yly  basic  industries? 
Vr. M*aj-.%iti».  I  don't  know  that  I  can  give  much  helpful  infornia- 
'   tht*re.     The  worst  thing  about  that  problem   is  that  the  Erie 

*  \\  is  fmzen  \i\y  for  four  or  five  months  a  vear,  at  a  time  when  the 
:•  I'i^  have  the  most  <lifliculty,  and  then  ior  the  remainder  of  the 
"  whi*n  it  is  op<»n  the  railroads  usually  have  facilities  to  handle 
r  le  business.    Now,  that  is  a  good  question.    I  don't  feel  compe- 

■  •  fi»  Iff)  inlc>  your  canal  business. 
1  .••  (*HAiRMAN.  The  utilization  of  the  canal  is  a  bisr  problem.     It 

"^l  at  least  four  m<»nths  of  the  year,  but  in  its  present  shape  it 

.indlf  a  Ijoal  of  *J.iMH)  tons.     I  was  amused  to  hear  the  state- 

•'  (  «#f  a  <Yment  manufacturer  who  has  a  big  plant  along  the  canal. 
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.  •  -    .^:it  die  towboats  that  tow  the  barges,  some  of  them 

c  '^ate.  are  operated  under  the  eight-hour  law;  that  the 

•all  the  barges  8  hours  and  then  tie  up  at  the  bank 

.    ..jc  :c  rook  a  longer  time  now  to  move  freight  through 

...    c  i:d  when  we  had  mules  to  pull  them. 

-    iU».  Please  don't  misunderstand  me.    I  am  in  favor  of 

A  ^rv;Ate^  economic  use  possible  out  of  all  water  facilities. 

tiiv  it  use;  opposed  to  the  use  of  water  facilities.     I  think 

%    .  '.lal  ought  to  be  used  to  the  greatest  extent  that  it  is 

...\    L»^iB>t?ible.     It  ought  to  be  used  with  the  full  under- 

.  \*iial  it  costs,  wherever  freight  can  be  moved  cheaper 

» .    ,  *  ill  by  rail,  and  the  extended  use  of  it  ought  to  be  en- 

.;.     L^v   no  means  would  I  want  you  to  think  that  I  am 

i»  :  ii:N  transportation,  and  I  will  say  right  here  this  mo- 

•  i  ;  le  railroads  now  are  giving  serious  consj^deration  to  the 

.'  .  iu  of  rates  under  this  new  order  of  the  commission  that 

..».»  t  't  it  works  out  taking  voluntarily  less  than  they  have 

V  'ti  u^l  to  take  in  order  to  encourage  more  movement  of 
.^r  the  lakes  in  this  present  emergency  in  order  to  get  busi- 

r  ,;i^>  SI  way  from  them.  They  are  considering  how  they  can  re- 
L  ,  o  rates  at  a  lesser  increase  than  they  have  been  granted 
..vv;:nige  more  grain  to  go  by  water  transportation  to  help 
*  ^  Mtuation. 

V  M\iRMAN.  Speaking  of  the  Barge  Canal,  our  Barge  Canal, 
s   >*v{rx  to  me  that  there  is  a  great  opportunity  there  for  some  one 

^^  s'  t  <s  the  courage  to  operate  it.    There  is  less  business  being  done 
N  .V  i*\s^n  75  years  ago. 
>:-  \Viu*ARD.  I  didn't  know  that. 
I  *  o  v'h AIRMAN.  Well,  there  is,  and  facilities  are  greatly  improve<l, 

*  ui  I  h,^ve  in  mind  what  you  suggested  that  it  can  only  be  operate<l 

•  r  \*Vi:ht  months  in  the  year,  and  that  makes  it  difficult;  but  if  some 
s».v^  had  the  courage  to  ^o  in  there  and  put  a  line  of  towboats  in, 
5,    <i  would  make  it  effective. 

What  is  the  percentage  of  freight  cars  off  the  lines  of  owners  of 
v^^vvx^  care? 

Mr.  WiLLARD.  I  don't  know  now.  At  the  beginning  of  Federal 
^vnt^>l  the  record  that  we  kept  at  that  time  showed  that  all  the 
i^drt>ads  in  the  United  States  that  on  the  average  about  half  of 
ll\o  cars  on  their  lines  were  their  own  and  half  on  some  other  line. 
That  got  down  so  that  by  the  end  of  Federal  control  the  figures 
would  indicate  that  on  the  average  the  individual  road  only  had 
s^mie  22  or  23  per  cent  of  its  cars  on  its  own  road*and  the  rest  of 
the  cars  on  other  railroads.  I  should  say  here  that  the  percentage 
mav  be  25  or  30  per  cent  probably. 

'the  Chairman.  Mr.  Willard,  what  is  the  percentage  of  cars  out 
of  repair  at  the  present  time? 

Mr.  Willard.  I  think'  about  7f .    It  has  gone  up  somewhat. 

The  Chairman.  Your  bureau  of  economics  suggested  about  4  per 
cent.  The  railroads  of  themselves  took  that  action,  and  they  went 
on  record  in  a  resolution  that  was  passed  by  the  association  of  execu- 
tives, that  the  railroads  should  make  a  special  effort  and  ought  to 
Kb  able  to  keep  the  bad  orders  down  to  4  per  cent.  Now,  if  the  roads 
do  from  7  to  4  per  cent,  that  would  nut  75,000  more  cars  into  actual 
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sen-ice  that  are  now  unfit  for  service.  I  recall  that  vou  made  that 
statement. 

Mr.  WiLi^Mui.  Yes. 

The  Chairman.  Do  the  railroad  lines  repair  the  cars  of  foreign 
lines? 

Mr.  WiiXARD.  Oh,  yes.  They  don't  make  the  same  kind  of  re- 
pairs. The  g:eneral  plan  before  the  cars  went  into  a  general  pool 
was  for  one  road  to  make  such  repairs  on  the  cars  of  another  road 
as  would  enable  it  to  safely  move  along  and  get  home,  because  each 
road  preferred  making  the  extended  repairs  on  its  own  cars  itself, 
using  its  own  material  for  that  purpose. 

The  Chairman.  What  steps  have  been  taken  by  the  railroad  com- 
panies to  increase  the  number  of  open-top  cars  ? 

Mr.  WiLivvRi>.  Well,  the  only  steps  that  could  be  taken  would  be  to 
purchase  more  open-top  cars,  and  this  question  of  additional  equip- 
ment, as  you  perhaps  know,  has  been  under  consideration  between 
the  railroads  and  the  Interstate  Commerce  Commission  since  the  end 
of  Federal  control.  While  a  large  sum  of  money,  in  one  sense — it  is 
small  in  another — was  made  available  for  that  purpose,  I  am  not 
sure  that  the  matter  has  been  thoroughly  worked  out  yet,  as  a  rail- 
mad  committee  recommended  a  short  time  ago,  after  looking  into  the 
matter,  that  the  railroads,  as  a  whole,  ought  to  have  about  40,000 
more  coal  cars.  Now,  some  of  the  individual  roads — a  few — have 
bought  coal  cars,  and  others  are  arranging  with  the  Interstate  Com- 
mence Commission  for  the  financing  of  new  equipment.  I  can't 
inswer  you  definitely,  because  I  don  t  Icnow.  I  know  the  matter  is 
being  considered. 

The  (^hairman.  Do  vou  believe  it  would  be  to  the  economic  advan- 
tAge  of  the  country  to  have  freight  cars  monopolized  under  the 
ownership  of  a  cooperative  company  in  which  the  railroads  would 
hr»Id  shares  equivalent  to  the  value  of  their  freight  cars,  wherever 
hicated  ? 

Mr.  WiLLARD.  I  think  that  the  principle  could  be  applied,  not  en- 
tirely, but  in  a  measure,  and  that  it  would  be  helpful.  I  think,  for 
instance,  and  we  have  recommended,  that  it  would  be  advisable  for 
the  Government  itself  to  buy  20,000  or  30,000  refrigerator  cars  and 
u-e  those  in  one  part  of  the  country  in  one  season  and  in  another 
part  in  the  other,  and  they  would  be  free  to  go  anywhere  as  the  occa- 
sion retjuired — something  like  a  Pullman  car.  I  do  believe  that 
n»frigerator  cars  might  well  be  owned  and  operated  as  vou  suggest. 
It  might  also  be  possible  to  extend  it  to  some  of  the  box  cars.  I 
think  on  the  whole  it  would  be  better  to  have  the  roads  themselves 
own  the  er|uipment  necessary  to  take  care  of  their  requirements  in 
normal  times,  but  in  order  to  take  care  of  the  peak  load  it  might  be 
fifsirmble  to  have  a  certain  amount  of  eouipment  owned  and  operated 
\\i<  as  YOU  say^  and  then  it  may  be  used  to  help  out  the  situation. 

The  Chairman.  In  an  emergency? 

Mr.  WiLLARD.  Yes.  That  has  been  thought  of  a  good  deal  and  dis- 
ruvjoetf]  bv  railroad  men. 

The  (^HAiRMAN.  Might  such  a  company  secure  credit  for  new  car 
building  more  readily  than  the  individual  railroads,  especially  if 
t')e  cars  were  renie<l  to  the  railroads  at  rentals  which  would  cover 
their  repaini  and  amortize  their  cost  in  from  12  to  15  years! 
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ow  >.ver  that  yes  or  no,  but  1 

to 

i<'  --  .1  a  company  may  relieve  the 

v...ciHKly  else's  credit.     They  are 

..»\\  which  you  would  recommend 

•*Ai*mment  might  aid  in  promptly 

v   '^.aat  a  recurrence  of  the  present 

^  i  wry  large  question.    We  are  trying 
oars  we  ought  to-  have  in  this  country. 
►.   we  can  get  more  efficient  use  out  of 
V     .%-c,  but,  in  order  to  do  that,  the  public 
^. .  .V  of  the  advantages  they  have  had.     In 
V    Avu  i)ermitted  to  load  a  car  at  one-third 
V     .  /vivUv,  in  manv  instances  two-thirds,  and 
.\irU>ad  rates.    All  of  that  has  tended  to  an 
,>     jmient.     They  have  been  permitted  to   re- 
i\^*  iHM?n  permitted  to  hold  cars.    That  has  re- 
!\  iiohu'. 
,,  V  vx"^  woiv  corrected  and  we  were  able  to  operate  in 
;    vi  \u*  think  we  can,  we  wouldn't  need  as  manv  cars 
I  \  •.o>x*  nractices  are  all  to  continue,  and  we  would  not 
.tv*  5IS  woll  as  we  hope.     We  are  studying  that  at  this 
:  \lio>e  that  the  transportation  act,  which  Congress  has 
X  :h  rty  interpreted  by  the  Interstate  Commerce  Commis- 
,x  I  ivhove  it  has  been  in  its  recent  award,  will  serve  to  put 
.  ,V  ..f'lXKi  U  on  a  solvent  basis  and  once  that  is  done,  that  they  may 
:v  vio{viulod  upim  themselves  to  provide  the  necessary  facilities  to 
luko  v'aiv  of  the  business  of  the  country.     I  will  add  to  that  what 
Isiiul  H  inin\Ue  ago,  that  it  might  be  in  the  public  interest  for  the 
railn^^Hils  to  provide  not  each  line  for  the  peak  load,  but  each  line 
iov  tl>o  i>rilinary  load,  with  a  surplus  that  might  be  held  by  sou^e 
ivntnil  lH)dy,  for  instance,  the  Interstate  Commerce  Commission, 
nuiiht  very  well  have  charge,  I  would  suppose,  of  a  car  trust  or 
ot^rHH)  box  cars  or  20,000  refrigerator  cars,  and  perhaps  some  other 
kind  of  cars,  and  those  cars  could  be  used  in  emergencies  and  save 
the  individual  road  from  investing  money  for  cars  that  might  not 
l)e  needed  ordinarily.     Now,  some  development  of  that  idea  might 
bt*  valuable  and  helpful,  but  there  is  nothing  that  I  would  want  to 
say  at  tliis  moment  as  reflecting  niy  matured  judgment  on  that 
matter,  Iwcause  I  haven't  given  it  sufficient  thought. 

Mr.  Miller.  Mr.  Willard,  I  thought  I  understood  you  to  say  that 
the  railroads  were  contemplating  voluntarily  making  a  rate  less 
than  the  authorized  charge  in  order  to  encourage  water  shipments. 
Mr.  Willard.  Yes ;  we  had  that  under  consideration. 
Mr.  Miller.  Now,  on  page  250  of  the  decisions  of  the  Interstate 
Commerce  Commission,  referring  to  rates  of  building  materials,  it 
says  that  "  the  carriers  have  stated  a  willingness  to  promptly  adjust 
in  cases  where  hardships  from  general  percentage  increases  are 
shown,"  and  special  attention  is  called  to  these  commodities  to  the  end 
that  such  action  may  be  taken  as  the  facts  seem  to  warrant.    From 
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this  quotation  from  the  Interstate  Commerce  Commission,  I  guess 
it  seems  clear  that  the  Interstate  Commerce  Commission  expects  the 
railways  to  adjust  rates  on  building  material  without  adhering  to  the 
general  percentage  of  increases  in  order  to  save  the  users  of  those 
commodities  from  hardships.  Have  the  railroads  in  mind  taking 
any  such  action,  following  the  precedent  that  you  have  suggested 
on  grain  and  following  this  recommendation  of  the  Interstate  Com- 
miTce  Commission  ? 

Mr.  \ViLL.\RD.  Well,  I  don't  think  the  two  cases  arc  analogous. 
The  action  that  I  said  that  we  are  considering  with  reference  to 
srrain  for  the  purpose  of  giving  the  shipper  of  grain  a  lower  rate  as 
seems  to  be  contemplated  in  connection  with  the  shipper  of  building 
nmteriaU  the  purpose  was  rather  this:  To  encourage  the  movement 
of  a  larger  vohime  of  grain  by  water  so  as  to  relieve  the  freight 
ef|uipment  for  more  important  purposes  and  the  only  way  we  could 
make  more  grain  go  by  water  was  to  make  it  cheaper.  Now,  the 
railroads  are  considering  that,  because  they  felt  that  by  doing  that 
and  bringing  the  water  transportation  into  use,  we  would  be  better 
able  to  take  care  of  the  movement  of  freight  demanding  the  use  o;f 
Ik)x  cars. 

Now,  this  other  matter  that  j'ou  speak  of,  1  don  l  Know  jnsi  whm 
th>*  commission  had  in  mind  and  I  assume  that  whatever  difficulties 
or  <xmditions  might  arise  such  as  contemplated  there  would  be 
brought  to  the  attention  of  the  carriers  by  the  builders.  Xatiirally 
it  is  a  case  where  the  builder  would  act  in  the  first  instance  and  I 
have  no  doubt  that  the  carriers  would  certainly  undertake  to  carry 
out  a  decision. 

Mr.  Miller.  In  this  problem  of  housing  >ve  have  the  consideration 
of  what  the  minimum  wage  earner  can  pay  on  the  one  hand,  and 
wliat  the  materials  cost  on  the  other,  and  the  chief  elements  in  the 
r«»st  of  materials  are  transportation,  fuel,  and  labor.  Suhsequent  to 
-ltji|;re  I»vett's  priority  order  No.  2  the  rates  on  building  materials 
were  increased  more  largely  than  the  rates  on  other  materials.  In 
that  raise  of  June,  1918,  there  was  an  average  50  per  cent  horizontal. 
inrre«5e  in  building  materials,  and  an  additional  40  per  cent  at  this 
t:mc  wouM  bring  rates  on  building  materials  considerably  out  of 
f»r<if)ortion  with  rates  on  other  commodities,  the  total  increases  on 
I'uilding  materials  amounting  to  about  140  per  cent  and  those  on 
Mhfr  ccmimodities  to  al)out  85  per  cent. 

Mr.  Wiij>.u<D.  May  I  ask  just  what  materials  you  have  in  mind 
^lit^n  you  si)eak  of  building  materials? 

Mr.  Miller.  Sand,  gravel,  slag,  cement,  lumber,  etc. 

Mr.  WiLi^Ri).  It  wasn't  my  thought  that  lumber  had  l>een   in- 
•  '•♦-.r***^!  in  any  such  rate  as  that  and  in  any  event  I  hadn't  thought 
>-  f»>re  that  the  rates  on  those  materials  that  you  speak  of  have  been 
»i*  rwi'^ed  to  the  extent  that  you  mentioned. 

Mr.  Miller.  I  may  be  in  error  on  this,  but  it  was  said  that  when 
?*  **  new  rate  goes  into  effect  the  building  material  user  will  be 
I  iving  *2.44)  against  the  dollar  which  he  paid  in  June,  191S. 

Mr.  Wiuami.  That  might  be,  and  it  might  be  that  he  was  paying  a 
Tit^  unreasonabh*  low  at  that  time. 

Mr.  MiixRiL  And  the  user  of  a  general  commodity  will  be  payin/y 
f :  N>  a^inst  a  dollar. 
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even  so^  it  may  be  that  they  are  on  an  actual 

ut-mselves  now  and  were  not  formerly.     I  think 

^luitfrnily  held  that  each  material  should  pay  its  cost 

.-.:.<>:  and  if  the  building  material  is  paying  more 

'  cuey  have  a  good  case. 

.X  ;.»iinciple  is  held  that  the  traffic  should  not  have 

.   .   .M»re  than  it  will  bear — that  will  stop  its  movement. 

...  '\  t'iU  what  the  traffic  will  bear  is  a  phrase  that  has 

I    iiscredited  in  the  public  mind.     Of  course  I  am 

t      •  t:T  in  the  principle  of  fixing  rates  jiot  necessarily 

♦    ..  .  iW  will  bear,  but  I  would  fix  them — they  shouldn  t 

.-.<  tiiat  the  traffic  will  not  bear.     I  think  rates  should 

.  .1    vcVrence  to  the  value  of  the  service,  but  that  is  not 

*     i  \  irenerally  following  in  this  country,  and  that  policy 

,     ^  .  -v  has  been  condemned. 

\       .H.  \Vhen  sand  is  costing  $4  a  cubic  yard  in  Chicago, 

M>  natural  sand  dunes  all  around  it,  a  material  increase 

*is.  ,*:  iranspoilation  of  sand  would  make  a  pretty  serious 

?v  AVjil  of  building.     On  the  other  hand,  an  increase  of  $5 

u  >:  i.  :Airts  wouldn't  mean  a  great  deal.    I  have  seen  some 

;      t .  {^ai-ently  gotten  out  by  the  railroad  people,  showing  the 

.  K ,,  i  \'.^  oxtm  cost  that  was  involved  in  the  new  rates ;  for  instance, 

s  V     ,  v.iT  of  a  pair  of  shoes  being  If  cents  a  pair.    I  suppose  it 

V  j\^ble  lor  your  bureau  of  economics  to  tell  the  additional 

>!   ♦    ,;v'r  f he  new  rates  involved  in  shipping  material  for  a  typical 

\.  \YiiJ..\RD.  Don't  you  think  it  might  be  a  little  misleading  if 
V  M  <xv  i^hnsize  the  cost  of  transportation,  which  at  the  outside  is  not 
;»  ,vr  ^vnt  while  you  have  had  an  increase  of  100  per  cent  in  wages 
!!i  J  -,Mv>^blv  100  per  cent  in  the  cost  of  lumber.  I  venture  that  the 
,\  i\vr.cjii^*  increase  of  transportation  is  the  lowest  percentage  of 
(  o>\^  iili.  and  would  it  be  right  to  call  attention  to  that  unless  you 
jvn;uUh1  tlie  others  out  at  the  same  time? 

Mr.  >InxER.  I  think  not;  but  transportation  is  a  basic  element 
XH  hioh  will  remain  constant  for  years  to  come  and  in  all  probability 
n»>l  l>«»  reduced  and  the  other  elements  are  due  to  an  extraordinary 
tiottunid  l>rought  aJbout  by  curtailment  during  the  war. 

Mr.  WiKLARD.  The  transportation  act  makes  it  the  duty  of  the  com- 
nus>ion  to  reduce  rates  whenever  they  yield  more  than  a  certain 

Mr,  MiiXKH,  I  was  hopeful  in  drawing  this  to  your  attention  in 
iHUUiootion  with  your  remarks  on  grain  and  in  connection  with  the 
somewhat  encouraging  remarks  of  the  Interstate  Commerce  Commis- 

Mr.  WiiJ-vRD.  Please  bear  in  mind  that  I  also  said  that  I  do  not 
think  the  two  cases  are  analogous.  We  certainly  will,  I  am  sure,  be 
;»hiil  to  nieot  with  anj'^  committee  of  builders  for  the  purpose  of  con- 
siderin**"  that,  but  I  am  not  sure  just  what  the  commission  had  in 
mind.  ""Now,  this  other  matter  that  the  railroads  are  considering  is 
a  temporary  emergency,  is  the  taking  of  less  than  they  are  authorized 
to  take  in  order  to  stimulate  the  movement  of  freight  over  the  water 
and  release  box  cars  for  some  other  purpose.  You  see  it  is  quite 
another  point  of  view. 
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Mr.  MiLxcR.  The  other  day  the  chairman  wrote  to  Mr.  Cuyler 
I'oiiitinn:  out  that  building  material  is  bulky  and  in  the  adjustment 
f  rates  mi^ht  be  considered  as  against  the  more  valuable  freight. 

Mr.  WiLLARD.  Well,  I  think  it  should  be,  and  it  is  in  a  way  in  the 
!:t-^ifieation  of  freight,  and  I  think  probably  building  material  such 
^-  v»iu  have  mentioned  is  generally  carried  on  the  lower  classification 
.iT.d  h>wer  rate,  but  the  fixing  of  rates  as  to  what  the  traffic  will  bear 
-  :i  principle  that  has  been  thoroughly  condemned,  so  I  think  that  1 
"  "iMn't  mvself  care  to  advocate  it. 

Mr.  MuxER.  I  think  that  the  current  opinion  was  that  the  excess 
!.<  n*a>e  in  freiijlit  rates  on  building  materials  in  June,  1015,  was 
.<r:5ely  to  reinforce  Judge  Ix>vett's  priority  order  No.  2  as  a  war 

Mr.  WiLLARD.  I  don't  think  so.     If  it  were  a  fact  I  didn't  know  of 

.1  at  the  time.     I  never  heard  that  advanced. 

Mr.  MiLLKR.  Of  course,  an  extra  charge  on  valuable  manufactured 

Mimoility  is  an  altogether  different  thing  from  an  extra  charge 

r.  a  basic  industry,  without  which  other  industries  can  not  progress. 

^  nii-thing  has  got  to  be  done  to  keep  down  the  cost  of  building, 

' '  :.Twise  it  can't  progress,  and  we  will  have  social  disorder.     In 

•  ♦rv  ritv  and  town  of  anv  size  in  the  United  States  there  are  com- 

•  •  • 

^  ttfes  trying  to  solve  "  the  housing  problem,"  and  the}'^  can't  get 

TV  far  without  better  transportation  at  lower  cost. 

Mr.  WiLLARD.  Well,  now,  I  can't  discuss  to  any  advantage  to  you 

'  ♦•  j)robable  rates  of  building  material.    Certainly  rates  on  building 

r  ti^rial  should  be  fair.     If  they  are  made  lower  than  what  they 

'"iild  be  to  l)e  compensatory,  then  something  else  has  got  to  pay. 

1 1. at  is  a  matter  analogous  to  taxation  in  a  way,  and  certainly  that 

.  '"er  does  not  rest  with  the  railroads,  and  it  has  been  generally  con- 

•niiml  as  a  matter  of  public  policy.    I  have  nothing  to  say  on  that, 

t  >o  far  as  transportation  service  entered  into  building  and  into 

Itiiilding  program  I  want  to  repeat  that  we  ought  to  keep  in 

.  i  tirst  of  all  that  at  the  moment  and  probably  for  a  few  months 

*  •  •  me  there  will  not  \ye  sufficient  transportation  to  go  around,  and 

•  ^  -jn't  immediately  add  to  the  transportation  facilities. 

^^  ♦•  ran  only  clo  the  best  we  can  with  what  we  have.    The  railroads 

•..-  9Pi  for  themselves  standards  higher  than  has  ever  been  ac- 

'.  -li^hetl.    They  do  l)elieve  they  will  be  able  to  do  it  with  more 

•••\Mie  o[>eration.    We  have  urged  the  cooperation  of  the  shipper 

.  M  i.n:r  and  unloading  cais,  frequently  doing  evervthine:  that  they 

'  t<.  U»t  lis  make  the  car  more  effective.    If  in  spite  of  all  these  things 

■  i,»r«'iis  that  people  who  want  to  ship  material  are  not  able  to  pet 

■  -  \i\*\  things  of  prime  importance  in  the  public  interest  are  being 

'  up.  take  it  up  with  a  committee  acquainted  with  the  facts,  take 

*  ^'  tiith  one  of  our  committees,  and  we  believe  we  will  be  nble  t<i 

k  It  out  in  su<'h  a  way  as  will  meet  the  situation.    It  is  just  ns  I 

♦  •t  to  get  those  piles  for  the  bridge  at  S|)ringfield.     Now,  Mr. 
-••Ule  will  1k»  the  chairman  of  the  c<»mmitt<'e  Iumv  in  New  York. 

Jni*^dnle  will  mwt  vour  committee  at  anv  time  for  the  pur- 

•  of  di^ru'*''-tng  the  matter.  He  will  have  Mr.  H:iriu»s  conic  over 
.  Wfl^hintrton.  if  necessnrv:  he  is  ncquuinted  there,  and  if  it 
.'•1^  that  modificatiims  of  the  connnissionV  order  are  necessary 

••njHii-sion  has  said  that    it   would   make  modifications  upon 
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showinff.  Of  course,  all  we  can  do  is  to  recommend,  but  they  have 
been  following  our  recommendations  and  made  a  number  of  modifi- 
cations, and  they  will  do  it;  I  am  sure  they  will  do  it  in  the  cajfe  of 
the  Springfield  bridge.  1  believe  they  will.  Of  course,  I  don't  know, 
but  I  believe  they  will,  and  I  believe  in  every  case  of  tliat  kind  they 
will  also  do  it,  and  1  believe  if  your  housing  program  is  beiiij? 
checked  at  this  moment  that  Mr.  Truesdale  and  his  committee  can 
either  themselves  or  with  the  assistance  of  the  Interstate  Commerce 
Commission  through  the  issuance  of  such  permits  arrange  to  bring  in 
such  material  as  you  need.  That  we  want  to  do  and  I  believe  we 
can  do  it,  and  I  w^ant  vou  to  feel  that  we  are  anxious  to  do  all  that 
we  can. 

The  Chairman.  I  thank  you,  Mr.  Willard.  We  have  had  a  very 
interesting  session,  and  we  have  got  to  know  each  other  bettey. 

Mr.  WiLL-VRD.  Yes. 

The  Chairman.  And  I  want  to  help  you,  and  the  committee  does 
in  every  way  they  can.  We  are  going  through  a  difficult  period  and 
we  have  got  to  work  it  out.  Ihis  committee,  of  course,  touching 
every  phase  as  we  do,  recognizes  the  difficult  situation  that  the  Nation 
is  in  and  the  question  of  providing  for  these  great  construction  in- 
dustries. 

Mr.  Willard.  I  might  say  this  and  it  certainly  will  be  encouraging 
to  vou.  I  have  told  you  of  the  difficulties.  The  strikes  that  were 
called  in  June,  in  April,  May,  and  June,  which  interfered  with  the 
movement  of  business  have  been  eliminated  very  largely.  The  work- 
ingmen  seem  to  be  generally  satisfied  with  the  wage  increases,  and 
from  all  directions  I  hear  it  generally  said  that  men  are  working 
better  and  getting  over  the  road  and  taking  things  better.  The 
officers  of  the  roads  themselves  have  got  new  life.  For  the  last  two 
years  the  railroads  have  potentially  been  busted;  most  of  them,  the 
majority  of  them,  were  not  earning  any  interest,  hardly  any  were 
earning  any  dividends,  and  many  of  them  were  not  earning  operating 
expenses.  It  isn't  human  for  a  man  to  get  up  on  his  tip  toes  and 
do  the  best  that  is  in  him  and  when  he  gets  done  he  has  nothmg  to 
show  for  it. 

Now  to-day,  under  the  operation  of  the  transportation  act  and 
under  the  recent  award  of  tne  commission,  the  railroads  are  poten- 
tially, as  a  whole,  solvent.  They  have  got  something  to  work  for 
now,  and  I  have  never  seen  the  railway  managers  of  this  comitry 
making  greater  efforts  than  they  are  to-day  to  increase  transporta- 
tion, to  meet  the  standards  that  we  have  set  up,  and  that  is  being 
reflected  in  a  larger  movement  of  cars  every  day.  I  think,  unless 
we  have  other  strikes  and  difficulties  that  are  not  now  in  sight,  that 
the  volume  of  business  moved  is  going  to  show  a  steady  increase. 
You  are  going  to  get  that  result  from  the  wage  increase  even  before 
it  goes  into  effect,  and  the  effect  of  that  will  oe  to  put  the  railronos 
in  a  position  where  they  can  once  more  go  ahead  and  add  to  their 
facilities.  You  are  also  beginning  to  get  the  benefit  of  the  rate  in- 
crease, although  that  hasn't  gone  into  effect. 

The  Chairman.  That  is  good.     Thank  you. 

(Thereupon  the  committee  took  a  recess  until  3  o'clock  p.  m.) 
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AFTER   RECESS. 

At  '^  O'clock  p.  m.  the  committee  reassembled  pursuant  to  the  tak- 
ing of  recess. 
The  Chairman.  The  committee  will  be  in  order. 

STATEMENT   OF  COL.   BANIEL  B.   WENTZ,   PRESIBENT,   OF  THE 

NATIONAL  GOAL  ASSOCIATION. 

The  Chairman.  Col.  Wentz,  you  are  a  coal  operator,  I  believe. 

Col.  Wentz.  Yes,  sir. 

The  Chairman.  You  are  president  of  the 

Col.  Wentz.  National  Coal  Association. 

The  Chairman.  And  you  are  also  in  business  under  what  firm 
name? 

Col.  Wentz.  In  both  anthracite  and  bituminous  coal  properties. 
One  of  the  companies  is  the  Stonega  Coal  &  Coke  Co. ;  another  com- 
pany is  the  Winchester  Co. 

The  Chairman.  Colonel,  we  have  had  some  testimony  before  this 
rommittee  which  indicated  that  the  coal  operators  of  the  country 
were  charging  unusiial  prices  for  coal;  some  have  even  gone  so  far 
a>  to  .state  that  coal  shippers  were  holding  coal  in  cars,  paying  de- 
murrage, so  as  to  permit  them  the  opportunity  of  speculating  rather 
than  supplying  their  contract  customers.  You,  of  course,  have  heard 
these  things,  and  as  1  understand  it,  you  wish  to  be  heard  by  the 
committee. 

The  committee  is  very  glad  to  have  you  appear,  and  would  like  you 
to  tell  us  who  is  to  blame  for  the  shortage  of  coal  and  what  the 
I»ms|)ects  are. 

Col.  Wentz.  There  is  a 'shortage  of  coal  which  has  grown  more 
marked  since  March,  1920.  The  part  of  the  country  which  supplies 
New  England,  New  York,  Pennsylvania,  Ohio,  the  Lakes,  Canada, 
and  such  export  business  as  is  beinc:  done  are  the  coal  fields  in  Penn- 
srlvania,  Onio,  West  Virginia,  Maryland,  Virginia,  and  eastern 
Kentucky.  During  the  24  months  of  1917  and  1918  coal  production 
was  at  its  maximum  in  this  country,  bituminous  coal  production. 
Tlie  average  monthly  production  from  that  territory  was  28,000,000 
t'li.fj;  it  got  as  high  as  32,000,000,  the  shipments,  which  will  give  you 
an  idea  of  what  the  normal  consumption  is.  That  is  about  two-thirds 
of  the  bituminous  coal  production  of  the  United  States.  In  a  general 
way  there  has  been  no  marked  shortage  of  coal,  bituminous  coal,  in 
the  other  territory,  the  other  consuming  territory. 

There  have  been  various  interruptions  in  production  as  the  result 
of  railroad  strikes,  to  some  extent  as  the  result  of  strikes  of  miners, 
Ujth  peneral  and  local,  but  that  part  of  the  country's  coal  supply  is 
asBun^d,  there  will  be  no  general  difficulty.  However,  in  this  eastern 
***<lion  there  is  to-day  a  shortage  of  nearly  25,000,000  tons  taken  from 
the  first  of  the  year  under  what  shipments  must  normally  be  to  take 
rarr  of  the  consumption. 

The  Chairman,   u  Ijen  you  say  the  eastern  section,  you  mean 

C4»l.  Wkntz.  The  territory.  New  Enghind,  Pennsylvania,  Ohio, 
Mar}*land«  West  Virginia,  and  Virginia — this  big  producing  manu- 
inrinrine  territory  of  tho  country. 

Tlie  Ciimbman'  And  New  York? 


'..ti-H.*.    The  production  in  Janu- 

•    :*;ac  field,  and  shipments  and 

.v:  jiiuuijh  in  stocks  of  bituminous 

.;  :,'^,on(),000  tons.     In  February 

c^     la    March    they    amounted  to 

e  bii;  slump.    In  April  there  was 

.  ...»  o^.KK)  tons.    In  June,  because  the 

.   ^v.   7,  l)egan  to  be  felt,  production  in- 

L«  Us;.     1  think  in  July  it  was  about 

.    ,-'0   normal   monthly   average   required, 

..  N,  i.>ivrating  normally  and  with  the  as- 

.  .0  cvaiimission  in  car  distribution,  were 

,^e  o(  approximately  20,000,000  tons,  which 

vvu  now  and  the  end  of  the  calendar  year, 

:fU05;  at  the  rate  of  29,000,000  or  30,000,rH)0 

^  ^orrilory,  that  requirement  will  be  met. 

,N  Uvu  entirely  due  to  a  shortage  of  transporta- 

«  »-i\vviuotion  of  normal  requirements,  you  are  go- 

v>  »v>iinie  «»'^vmal  levels  and  a  good  many  evils  which 

X    V.  ^>»i:iuv  tioi.  with  the  coal  industry  are  going  to  dis- 

>:  \  KM  vN.  Colonel,  do  you  want  to  go  along  further  with 
.^  >x>a  ^^juU  to  continue  with  your  statement? 
,    \Vi.\t\r,  1K>  you  want  to  go  into  the  Lake  situation  and  the 
\  ^    Vti*^1'»>^*'  situation  Mr.  Willard  went  into  this  morning? 
Pio  Chairman.  Well,  yes;  a  little  bit. 

Co\   Wkntx    Vou  asked  Mr.  AVillard  this  morning  why  there  was 
vhortagt*  of  Lake  coal. 
**   I'lie  (.  HAiKMAN.  And  he  answered  that  they  didn't  have  enough 

pars  to  supply  them. 

Ool  ^^  KXTZ.  That  is  correct.  The  best  answer  to  that  is  that 
t\  ere  *ire  certain  coal  companies  in  Ohio  which  are  owned  by  dock 

Impanies  at  the  head  of  the  Lakes.  One  hundred  per  cent  oi  their 
^rodiiction  goes  to  their  owners  at  the  head  of  the  Lakes,  and  has 
V  vears.  For  the  first  three  months  or  the  first  60  days  and  almost 
three  months  of  this  year  their  production  was  less  than  40  per 
cent  because  they  couldn't  get  cars  in  which  to  make  shipments. 
That  is  tr^nerallv  true  of  their  Lake  situation,  and  that  is  wny  coal 
didn't  ^et  up.  'those  companies  were  shipping  100  per  cent  o^  their 
Droduction  to  the  head  of  the  Lakes,  and  all  they  could  get  sup- 
plied was  from  35  to  40  per  cent  of  their  normal  production.  That 
situation  created  a  deficit  at  the  head  of  the  Lakes.  A  good  many 
neople  who  got  opportunities  to  move  coal  in  other  directions  on 
assi<'"ned  cars,  who  before  this  year  hadn't  sold  largely  to  the  rail- 
t)ads,  used  to  ship  their  coal  up  to  the  Lakes.  When  they  couldn't 
xet  cars  to  go  to  the  Lakes  they  sold  to  the  railroads ;  but  the  prin- 
ci])al  and  the  only  reason  for  the  shortage  at  the  head  of  the  Lak4s 
was  because  the  coal  wasn't  mined,  and  tlierefore  couldn't  be  sent 

up  there. 

The  Chairman.  And  it  wasn't  mined  because  of  the  lack  of  labor? 

Col.  Wentz.  Because  of  the  lack  of  railroad  cars;  there  was  an 
ample  supply  of  labor. 
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The  CHAiR3f AX.  So  that  the  fault  seems  to  lie  in  the  direction  of 
the  railroad  ( 

Col.  Wektz.  1  think  the  railroads  have  frankly  admitted  that  in 
lU  of  the  hearings  that  I  have  attended  before  the  commission  in 
'  iiTiection  with  this  question  and  they  have  frankly  admitted  it  to 
i'«H>le  interested,  both  the  Lake  people  and  the  operators.  I  don't 
I  i:iik  there  has  been  any  doubt  about  it.  The  fault  has  been  that  they 
ii  ivt"  Ijeen  very  much  disturbed  by  strikes  by  interruptions  in  their 
♦'m|)loyment  and  the  shipments  of  coal  have  suffered  in  the  same  way 
that  tlie  shipments  of  everything  else  had  suffered,  but  it  has  un- 
•juestionably  been,  solely  been,  a  lack  of  car  supply,  a  lack  of  trans- 
I'ortation. 

The  Chairman.  Is  the  car  situation  much  improved  now? 

Col,  Wextz.  Oh,  ves.  That  is  shown  by  the  increase  in  produc- 
tion. As  I  say  in  this  big  eastern  territory,  which  is  really  the  vital 
territory  of  the  country,  producing  two-thirds  of  bituminous  coal 
and  representing  the  most  vital  part  of  consumption,  it  was  almost 
up  to  normal  for  July. 

The  Chairman,  i  ou  feel  confident  by  the  time  that  cold  weather 
'''►mes  that  the  supplies  for  New  England  and  the  Northwest  will  be 
taken  care  of  ? 

Col.  Wextz.  If  the  commission  continues  its  order  No.  9  until 
November  New  England  and  the  Northwest  and  the  rest  of  this  ter- 
rit/)ry  will  be  taken  care  of.    Conditions  will  be  normal. 

The  Chair3ian.  Are  the  coal  requirements  this  year  any  greater 
tN;in  last  in  this  country? 

Col.  Wextz.  I  can't  give  you  the  detail  figures  on  that.  I  don't 
think  anybody  knows.  1  can  tell  you  what  the  northwestern  require- 
ifients  are  because  I  saw  their  contracts ;  they  had  them  in  very  good 
v'lttjie.  None  of  us  have  been  able  to  find  out  what  the  New  England 
n*«|uirements  are.  Mr.  Storrow  puts  an  estimate  on  that.  Some 
«'^iitlemen  who  have  spent  most  of  their  lives  engaged  in  distributing 
'  »al  to  New  England  differ  with  him  to  several  million  tons  on 
ir.'»iher  estimate,  and  I  can  not  tell  you  what  their  requirements  are 
»•;»  there.  I  don't  think  anybody  knows  what  they  are.  But  we  have 
iT'ne  ahead  based  upon  previous  years'  experience  and  the  records  of 
n.overaent  of  coal  to  New  England  and  set'up  a  requirement  of 
'  'i  :jhly  about  24,()0(),0(K)  tons.  I  don't  think  they  are  going  to  take 
»'.  f'Ut  they  are  going  to  have  an  opportunity  to  take  it. 

The  Chairman.  You  heard  the  testimony  of  Mr.  Willard  this 
•'ming  that  the  railroads  are  supplying  New  Englafid  more  than 
'  J*  J»een  their  custom  in  the  past. 

<^'l  Wextz.  That  is  correct. 

The  Chairmax.  But  the  fall  down  has  been  on  the  water  trans- 
:  nation  ? 

<  oK  Wextz.  That  is  correct. 

The  Chairmax.  Now,  is  that  because  of  the  fact  we  are  exporting 

".urh  crml  overseas  ? 

I  oL  Wextz.  No,  sir. 

The  Chairmax.  And  using  the  facilities  of  Newport  News  and 
f-  'timore  for  that  purpose? 

<*m!.  Wkntz.  No,  sir.  The  Consolidation  Coal  Co.,  which  has  a 
r-tnt  in  New  Hami>phire,  hasn't  anv  business  to  do  an<l  hasn't  had 
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Col.  Wextz.  Aj-     '  v  water-borne  coal  wliich 

ar}-,  or,  ratlur 
production  :\i" 

coal — were   I  •  •  -.s  it. 

there   were  a 

27,000,000  t«  ^     I  he  water  rate  to-day,  as  was 

only  22,0"  .  :  the  Chesapeake  Bay  ports.    In 

order  of  t 

creased   t'»  .  increased  rate? 

28,000.01  Id  ,tr  rates  to  New  England  are  being 

show i II L*^   : 
sis:tan<  r  V  K>w  that  they  contend  that  they  can't 

able  to    ■ 

But   >  .  v^hipping  Board  does  make  that  conten- 

must     <  .    n  view  of  the  large  and  profitable  busi- 

and   li  erections,  that  it  might  easily^  absorb  the 

toiis  .  u>venient  and  still  show  a  general  profit  on 

1  '  .  .  vl  U*  satisfactory. 

tie!'  s    \   .  uK  you  insist  that  it  is  not  because  of  our 

uiu  ,   ..  Kurope  that  we  don't  consign  coal  via  Hamp- 

o\  ^f  ot  the  higher  rate  of  sending  coal  in  that  way  i 

ji!  ••'  the  water-borne  movement  to  New  Englanil 

:v:  OiK)  tons;  January,  1920,  804,000  tons;  in  Feb- 
t  •'  ivMis;  February,  192f),  793,000  tons;  March,  1919. 

^    ;.»;u  li>20,  954,000  tons;  April,  1919,  635,000  tons; 

.    ^o  ions:  May,  1919,  772,000  tons;  May,  1920,  776,000 

.»,  :\>Osm)  tons;  June,  1920,  772,000  tons;  July,  1919, 

,.  .i.iv,  1920,  1,100,000  tons.    That  is  when  New  England 

vv  more  coal  under  the  arrangement  which  was  brought 

;:.vi  rotate  Commerce  Commission.     You  will  see  that  the 

.  .o  New  Kngland  this  year  by  water  has  been  even  greater 

.,  ,>  last  year. 

V  s  viKM  vN.  Wasn't  it  off  last  year  a  little  bit? 

N\  Y  \  •  /.,  It  was  because  Xew  |Cngland  had  rather  large  stocks 

,   :>u\vvliug  year,  it  was  to  some  extent;  but  to  show  the  way 

I  K'  eoal  has'  shifted,  in  1918  New  England  took  as  high  as 

.     ,  ^v'  loius  from  the  port  of  Baltimore;  for  the  five  months  of  1920 

•,    t\oraiie  shipment  to  New  England  from  the  port  of  Baltimore 

XX  .>.  IvtNMvn  10,000  and  15,000  tons  a  month,  showing  a  drop  from 

ss\  \>\>  to  10,000.    Coal  wasn't  bought  for  water  movement. 

I  he  CuAUJMAN.  It  costs  how  much  more  a  ton  to  ship  coal  in  via 
\N.Ui  r  n»ute  timn  by  rail? 
<ol.  Wkntz.  My  recollection  is  about  $1.50. 
\li\  Mu.hKK.  The  difference  between  $5.25  and  $3.36.  • 
{,\A,  Wknt?.  It  is  about  $1.50. 

llie  (^UAiuMAN.  Is  that  the  only  item  of  increased  cost  that  enters 
into  the  sending  of  coal  via  water  route? 

Col.  ^VKXTZ.  Well,  the  situation  is  that  there  is  only  a  certain  sec- 
tion o(  Xew^  P]ngland  which  can  take  coal  from  Hampton  Roads  by 
water,  because  all  the  Sound  ports  have  got  to  be  served  by  light- 
draft  vessels,  by  barges,  most  of  which  do  not  go  to  Hampton  Koads, 
si>  if  you  discuss  tlie  Hampton  Roads  situation,  they  can  never  go  to 
those  places.  Vessels  that  go  to  the  big  ports  or  big  barges  go  to  the 
big  ports. 
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The  Chairman.  What  proportion  of  coal  from  Hampton  Koads 
into  Xew  P^ngland  was  spot  coal,  so  called? 

C\»l.  Wentz.  I  don't  know. 

I'he  Chairman.  M}^  recollection  is  that  a  ^  ery  large  proportion  of 
it  was. 

Col,  Wentz.  1  don't  think  so,  for  the  reason  that  under  priority 
nrliT  Xo.  G  for  Xew  En<rland  the  shipper  of  export  coal  had  to 
>.in>fv  the  railway  authorities  at  tidewater  that  he  had  taken  care 
"f  liis  Xew  En<^land  orders  as  of  that  date  before  he  would  ^et  a 
li  i'lise  to  export.  So  I  think  that  under  that  order  the  movement 
luio  Xew  En^rland  was  snl)stantially  on  contract,  covering  such 
"•ntracts  as  the  New  England  people  had  made,  but  I  am  frank  to 
sty  thai  a  lot  of  the  N"ew  England  buyers  thought  the  April  market 
nu>  the  top  and  that  they  would  buy  coal  much  cheaper  later,  and 
.1  Int  of  them  didn't  buy  and  did  get  caught  with  the  spot  market. 
1  lie  punliasing  agent  of  the  Boston  <&  Maine  Railroad  in  an  inter- 
\M-\\  at  a  meeting  I  had  with  ^Ir.  Storrow,  the  fuel  administrator 
for  the  New  Enirland  States,  said  he  was  unable  to  get  coal.  It  de- 
\«'iM|M'd  that  he  had  only  bought  60  per  cent  of  his  coal  on  contract, 
jumI  when  I  asked  him  why  he  hadn't  bought  the  other  40  per  cent, 
li  sMul  he  had  guessed  the  market  wrong.  In  other  words,  there  was 
:i  lising  market,  and  1  know  something  about  his  needs  because  I 
b.rw  he  had  refused  to  buy  100.000  tons  of  coal  in  April  at  $3.50  at 
rfjt*  mine's.  I  think  you  will  find  a  sreat  many  other  cases  of  that 
-  'rt  wlnre  they  guessed  the  market  rising  wrong,  and  as  the  pri^^e 
f'  r  i-fKil  Wfnt  up  and  up.  they  had  to  pay  more  for  it. 

The  Chairman.  Wliat  was  the  fair  mine  price  for  coal  before  the 

1.  «r  ^ 

« 

('<•!.  Wentz.  That  varies  tremendously  in  the  different  districts. 
^Vi,  iX  district  have  yoii  in  mind? 

Tii»*  CiiAiKMAN.  For  coal  coming  to  this  market  here? 

Tol.  Wextz.  Xew  York.  I  think  that  varied  anywhere  from  $2  to 
"^  '►«'  at  the  mines,  good  grades  of  coal. 

Tlif  Chairman.  Wliat  was  the  mine  price  for  coal  (hiring  the  war? 

<  nl.  Wentz.  Tlurt  varied  in  the  different  districts.  That  wns  all 
■t^.iri;re<!  by  the  fuel  administrator,  and  there  is  an  old  record  of  that. 
1  V.  ill  lie  uiad  to  furni.sh  it  to  you. 

The  (*HAiRMAN.  I  wish  you  would,  and  also  the  mine  price  at  the 

•  '  •♦•  of  the  sitming  of  the  armistice. 

i  o|.  Wentz.  'I'Hose  prices  were  still  in  effect :  the  Fuel  Administra- 

•  '.  pri<M*s  were  still  in  effect. 

The CHAiR3fAN.  When  did  the  price  of  coal  begin  to  increase? 

(  nl  WnNT7.  About  Julv  1,  1919. 

Th«»  CHAiR^fAX.  What  is  the  mine  price  for  coal  now? 

<  oj.  Wr.NTz.  That  depends  on  the  districts  in  whicli  it  is  mined. 
I  '  rjow  imder  order  X"o.  10  coal  is  l)eing  sold,  spot  coal  f'or  movement 

:'  the  lakes,  from  $5  to  $7  at  the  mines. 

The  (*u AIRMAN.  What  was  the  contract  price  at  the  mines  in  May 
•  1  .Vpril  of  this  year  in  Pennsylvania? 

'  ol.  Wentz.  Tliat  varied  in  the  distri«*ts.  Some  of  the  western 
^•ilofc  wont  lis  low  as  $2.75.     It  varied  from  that  to  $5  a  ton.     I 

•  ••»ld  8«v  A  fair  average  price  of  good  grade  of  bituminous  co;d 

!•!  \^  from  $3.76  to  JM.50. 
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The  CiJLviRMAN.  Public  utilities  men  here  in  New  York  City  testify 
that  the  price  to  them  in  their  contracts  made  in  April  of  this  year 
was  about  $4.75. 

Col.  Wentz.  Well,  they  require,  as  a  rule,  a  pretty  high  grade. 
Was  that  illuminating  gas  coal  or  steam  coal  ?     What  was  it  ? 

The  Chairman.  That  was  for  the  Edison  Co*  for  electricity. 

Col.  Wentz.  Electrical  steam  coal. 

The  Chairman.  And  for  the  operation  of  the  electric  railways 
here  in  the  city. 

(.'ol.  Wentz.  They  may  have  gotten  some  special  coal  which  may 
have  varied  25  cents  a  ton  over  the  prices  I  have  suggested. 

The  Chairman.  They  told  us  here  that  so  far  this  year,  although 
they  had  contracts  enough  to  cover  all  their  needs,  so  far  this  year 
they  have  been  compelled  to  buy  one-third  of  the  coal  they  re- 
quired to  carry  them  along  from  day  to  day — what  is  known  as  spot 
coal. 

Col.  Wentz.  Well,  Senator,  take  the  records  of  the  railroad  per- 
formance, take  from  March  1.  As  I  have  indicated  by  the  tonnages 
I  have  read  for  the  mines  which  supply  this  market  would  not 
average  55  per  cent  of  the  capacity  of  the  mines.  That  is  all  they 
have  averaged,  so  naturally  the  miner  could  not  supply  more  than 
55  per  cent  of  the  tonnage  he  had  contracted  to  sell,  ana  if  they  got 
66  per  cent  performance  on  their  contract  they  must  have  gotten  a 
better  car  supply  than  their  proportion. 

The  Chairman.  They  didn't  get  66  per  cent.  They  were  unable 
to  lay  up  any  surplus.  They  were  living  from  day  to  day.  They 
were  getting  about  50  per  cent  of  their  needs. 

Col.  Wentz.  Take,  tor  instance,  the  B,  &  O. ;  it  ran  about  34  per 
cent  for  months. 

The  Chairman.  That  is,  th^y  were  getting  about  50  per  cent  of 
the  customary  delivery  for  that  period  of  the  year. 

Col.  Wentz.  I  should  say  that  they  got  their  full  proportion  of  the 
available  car  supply.  That  is  a  little  better  than  the  B.  &  O.  ran 
and  that  is  a  little  better  than  some  sections  of  the  Pennsylvania 
ran. 

The  Chairman.  They  were  required  to  go  out  in  the  open  market 
and  buy  one-third  of  their  day-to-day  needs. 

Col.  Wentz.  Well,  you  understand  why  that  would  be.  If  a  pro- 
ducer of  coal  is  only  getting  one-half  of  his  car  supply  and  had 
sold  perhaps  only  75  or  80  per  cent  of  his  customary  production,  he 
could  only  supply  the  proportion  that  he  could  get  cars  to  ship. 

The  Chairman.  These  men  before  our  committee  to-day,  both  util- 
ity and  others,  contend  that  while  they  only  got  50  per  cent  of  the 
contract  requirements  and  were  compelled  to  go  out  and  buy  spot 
coal,  that  so|ne  of  the  very  operators  who  were  furnishing  coal  for 
their  competitors  were  selling  them  spot  coal. 

Col.  Wentz.  Why  did  they  buy  it  from  them?  Why  didn't  they 
demand  that  the  coal  be  delivered  on  their  contracts? 

The  Chairman.  They  demanded  it,  but  the  coal  operators  insisted 
they  did  not  have  the  coal  to  give  them. 

Col.  Wentz.  That  is  just  a  question  of  common  law,  Senator.  I 
do  not  think  it  is  necessary  to  go  into  that.  If  I  undertook  to  de- 
liver a  commodity  to  you  and  I  did  not  do  it  and  I  con\e  around  and 
shift  the  price,  you  can  certainly  collect  damages  from  me. 
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Mr.  Miller.  While  the  coal  operators  undertake  to  deliver  coal  to 
users  under  contracts,  aren't  there  qualifications  in  the  contract  that 
vou  shall  have  so  many  cars  of  free  coal  per  day  and  the  contract 
Is  subordinate  to  that  ? 

Col.  Wentz.  No  ;  that  is  not  customary,  Mr.  Miller.  I  am  a  fairly 
large  producer  of  coal  and  I  have  not  such  a  specification  in  a  single 
contract  I  have  got. 

Mr.  Miller.  It  has  been  alleged  that  that  is  som times  done. 

Col.  Wentz.  I  never  heard  of  it  myself  and  I  am  pretty  familiar 
with  the  custom  of  the  trade. 

Mr.  MiLij?R.  The  general  rumor  is  that  the  coal  operators  hedge 
themselves  about  with  protecting  clauses  and  the  contract  really 
i|(H»sn't  bind  them  at  all. 

Col.  Wentz.  No;  that  is  wrong.  A  coal  contract  is  a  very  fair 
<l<)cument.  You  will  find  this  provision  in  it.  It  is  very  infrequent 
that  one  consumer  will  take  the  production  of  any  one  producer. 
The  producer  may  contract  his  output  with  twenty  consumers.  Some 
of  the  big  companies  might  have  IfiOO  consumers,  and  he  undertakes, 
in  justice  to  them  all,  to  insert  a  provision  in  his  contract  which  in 
the  event  of  a  short  car  supplv  or  interrupted  transportation,  re- 
(|uires  him  to  prorate  the  available  car  supply  amongst  all  of  his 
contract.*^.  If  that  provision  was  not  written  in,  then  the  claim 
would  \ye  made  bv  the  man  whose  contract  was  dated  earliest  that  he 
^As  entitled  to  100  per  cent  of  what  was  available.  You  see.  in 
justice  to  the  consumers,  that  provision  must  be  inserted.  Other- 
Nvi>e.  if  I  made  a  contract  with  you  the  1st  of  January  and  you  only 
11' ^i  on  per  cent  of  the  car  supply,  I  think  I  could  legally  claim  that 
I  was  entitled  to  100  per  cent  of  my  contract;  and  the  people  who 
hiive  l)ought  from  you  subsequent  to  that  date,  some  of  them  would 
^»'l  nothing.  To  meet  that  situation,  the  prorata  shipment  clause 
ijj  written  in  all  fuel  contracts  I  am  familiar  with,  both  coal  and  coke. 

Mr.  Miller.  Doesn't  the  coal  operator's  contract  contain  a  clause 
jnving  him  prior  opportunity  to  sell  spot  coal? 

C*»l.  Wentz.  No. 

Mr.  Miller.  In  certain  proportion  to  his  mined  production? 

Col.  Wentz.  I  have  never  seen  any  of  that  kina.  There  may  be 
^^me  contracts  written  like  that.  I  have  never  seen  any  nor  nave 
1  'Ver  heard  of  any  and  it  is  not  the  custom  of  the  trade. 

Mr.  Miller.  Dicl  vou  ever  hear  of  a  coal  contract  being  enforced? 

Col.  Wentz.  Oh,  fots  of  them.  I  think  they  are  just  as  enforceable 
a*  any  other  document  governing  sale  and  purchase. 

The  Chairman.  You  sell  coal  at  the  mines? 

( *ol  Wentz.  As  a  rule.    Not  always. 

The  Chairman.  You  do  not  agree  to  deliver  it? 

Col.  Wentz.  Sometimes,  yes;  subject  to  transportation  facilities. 

The  Chairman.  You  have  no  diifficulty  in  proviflg  the  lack  of 
rr.ins|)ortation  facilities  this  year,  have  you? 

<'ol.  Wentz.  None  at  all.  I  do  not  think  that  questions  have  been 
•-riouKly  raised  by  most  of  the  consumers.  If  they  have  reason  to 
*  '«p«H*t  that  they  have  not  gotten  a  fair  deal,  naturally  they  would 
tM^  the  f|uestion,  but  all  coal  contracts  as  well  as  the  pig  iron  con- 
traits,  cement  contracts,  and  most  contracts  I  am  familiar  with,  do 
"•fitain  provisions  which  relieve  the  seller  from  damages  and  liabil- 
:tv  in  the  event  that  he  is  not  al)le  to  secure  cars  on  which  to  make 
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shipment.     That  is  a  customary  trade  condition  in  all  producing 
lines  of  business  that  I  know  anything:  about. 

The  Chairman.  Undoubtedly,  and  that  is  a  sensible  thing  for  any 
man  to  insert  in  a  contract ;  and  if  he  does  not,  he  is  not  a  good  busi- 
ness man. 

Col.  Wentz.  I  do  not  think  he  is. 

The  Chairman.  What  gets  me  about  this  whole  thing,  Colonel,  and 
it  surely  has  made  a  great  impression  upon  the  committee,  is  the 
testimony  of  witnesses  of  their  inability  to  get  their  coal  delivered 
under  contract  and  of  then  being  compelled  to  go  out  and  buy  from 
other  operators  at  a  price  two  and  three  and  four  times  what  their 
contract  provides  for. 

Col.  Wentz.  Well,  it  is  quite  possible  that  some  other  operators 
have  not  contracted  their  production,  and  there  are  some  operators 
and  some  middlemen,  and  I  have  known  of  some  consumers,  who 
have  bought  coal  on  contracts  to  make  a  resale  of  it  at  pretty  high 
prices,  in  order  to  take  advantage  of  a  very  high  market.  They  are 
all  of  them  doing  it  to  some  extent,  but  not  to  the  extent  which  per- 
haps you  have  been  led  to  believe.    It  is  a  very  small  percentage. 

The  Chairman.  These  men  representing  "the  New  York  public 
utilities  have  come  here  and  laid  their  books  on  the  table. 

Col.  Wentz.  Exactly. 

The  Chairman.  They  said,  "  We  wall  give  you  the  names  of  the 
f)eople  we  bought  from  and  the  price  we  paid. 

Col.  Wentz.  Exactly. 

The  Chairman.  They  say,  "  We  are  helpless."  I  make  no  accusa- 
tion against  any,  but  it  does  seem  to  me  that  this  matter  of  delivery 
of  coal  on  the  part  of  coal  operators  looks  queer. 

Col.  Wentz.  I  have  explained  to  you.  Senator,  that  deliveries  have 
not  been  made  to  a  very  large  extent  because  there  were  not  anv  cars 
supplied  in  which  to  make  them.  With  regard  to  these  extraordinary 
prices,  I  can  not  justify  them.  I  do  not  attempt  to,  and  I  am  not  in 
sympathy  with  them. 

The  Chairman.  IJut  anvbody  can  get  coal  to-day  who  is  willing 
to  pay  for  it.  Anj^body  who  really  wants  coal  can  ^et  it  if  he  wants 
to  pay  the  price. 

Col.  Wentz.  I  think  they  can  get  it  at  a  very  much  better  price 
in  a  very  short  time,  when  the  supply  has  increased,  as  it  is  in- 
creasing. 

The  ChxXirman.  But  this  is  diflFerent  from  almost  anv  other  line 
of  business.  Primarily  this  committee  was  appointed  for  the  pur- 
pose of  inquiring  into  the  construction  industries  generally,  but  we 
got  into  this  coalinquiry  through  a  shortage  of  transportation  facili- 
ties for  building  material. 

Col.  Wkntz.  I  am  familiar  with  the  reason. 

The  Chairman.  And  we  are  trying  to  find  out  why  there  can  not 
be  some  loosening  up  of  transportation  facilities  for  building  mate- 
rials. 

Col.  Wentz.  Well,  I  have  been  doing  a  little  building  myself  lately, 
and  there  has  been  a  shortage  of  transportation,  or  was  until  last 
month.  It  is  now  almost  normal,  I  understand,  in  the  movement  of 
cement,  and  I  found  that  people  with  stocks  of  cement  available 
were  just  as  anxious  to  get  all  the  money  they  could  for  it  as  any- 
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Imtly  else  was.    I  am  in  the  cement  business  myself,  but  I  had  to  buy 

The  CiiviRMAN.  I  l)uy  cement  and  buy  himber  and  build  houses 
here,  and  I  have  heard  complaints. 

Col.  Wkntz.  Of  coarse,  that  is  not  justifying  this  coal  situation  in 
lilt'  least. 

The  Chairman.  It  is  not  fair  to  say  that  the  spot  prices  on  cement 
in  any  degree  equal  the  extraordinary  increase  on  the  price  of  spot 
"oal.  There  has  been  a  complaint  due  to  the  fact  that  men  can  go  out 
to-day  and  get  all  the  coal  they  want  if  they  are  willing  to  pay  for  it. 

Col.  Wextz.  The  same  thin«:  is  true  of  sheet  steel,  which  is  used 
ro  line  chutes  or  ''telegraphs"  in  anthracite  coal  breakers.  For  a 
jK'riod  during  the  car  shortage  there  was  practically  no  sheet  steel 
:;\ailahle,  and  yet  if  you  wanted  to  pay  for  it  you  could  get  it,  and 
niMxt  of  us  had  to  in  order  to  run  our  anthracite  breakers.  We  could 
n«»t  «rot  it  .on  our  contracts.  There  wasn't  any  available  on  our  con- 
m<'ts,  but  we  had  to  have  it,  and  w^e  got  it.  I  think  your  investi- 
ifjtidu  might  disclose  that  there  is  a  great  deal  of  that  going  on  in  a 
::ri*at  many  directions.  I  am  personally  very  antagonistic  to  it, 
"iid  I  have  used  all  the  influence  I  have  got  to  prevent  it,  and  I  am 
'j^ing  now  all  the  influence  I  can  to  prevent  it.  I  think  that  a  good 
iHul  of  the  high-priced  coal  at  some  of  the  tidewater  ports,  at  rfew 
Vi>rk  and  other  ports,  has  been  the  result  of  speculation.  But  coal  is 
l-n  night  down  here  and  put  into  pools.  The  people  who  bring  it 
i'M^re  have  no  intention  of  loading  it  on  any  particular  ship  or  selling 
t  to  any  particular  customer,  but  they  find  somebody  who  is  in  dire 
litNv  sity  of  it  and  sell  it  to  him.  The  railroad  people  and  the  pro- 
l.«5*ers  of  coal  and  some  of  the  important  wholesalers  are  now  try- 
ii.ir  to  work  out  a  plaii  which  will  make  it  impossible  to  ship  any 
•'f  the  coal  to  any  of  the  tidewater  ports  for  speculative  purposes. 
Ii  has  got  to  come  here  for  a  legitimate  purpose  or  it  can  not  be 
>i.ili|>e<l.     I  hope  that  we  will  be  able  to  get  that  plan  workable  in 

Tfip  Chairman.  Let  me  commend  that  to  you  very  strongly. 

<  n],  Wentz.  I  think  it  is  absolutely  necessary. 

Tlie  Chairman.  As  a  public  man,  representing  a  great  State,  par- 
•'•  ularly  this  great  municipality,  I  want  to  tell  you  that  the  people 
t  •  lay  are  bet*oming  very  much  wrought  up  over  some  of  what  they 
•  l.eve  to  be  extortionate  profiteering. 

<  'il.  Wextz.  Thev  ought  to  be. 

1  lif*  CiL\iRMAX.  And  thev  l)elieve  these  spot?  prices  on  coal  are  one 

•  :  tie  worst  appearances  oi  it. 

<  '1.  Wextz.  I  think  it  is. 

T^A  Chairman.  And  there  is  danger  in  it. 
|^'»L  Wextz.  Certainly  there  is. 

The  (Thairmax.  There  is  danger  in  it  from  the  standpoint  of  a 

•   ilar  <lemand  for  ownership  of  the  mines  by  the  (iovernment, 

:  at  lesist  the  appointment  of  a  coal  administrator  again  to  run  the 

d  business  of  the  country.     You  as  a  business  man  will  deplore 

•  -  Government  ownership  and  operation  of  mines.     So  would  I. 
;  %rti  a^ifi^t  this  snrt  of  thing,  and  I  have  ahvavs  been  ajminst  it. 

•  f  yon  will  nut  be  able  to  withstand  the  demand  if  this  continues. 
'  •#!-  Wextz.  It  has  got  to  be  corrected. 

Tl*.    'Jl      wii.  1 12 
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The  Chairman.  Here  we  have  a  demand  in  the  city  of  New  York 
on  the  part  of  the  electric  light  and  gas  company  and  railroad  com- 
panies for  increased  fares.  Our  authorities  here — perhaps  not  all  of 
us  have  agreed  with  them — have  withstood  the  demand  of  increasing 
the  fares  of  the  railroads  or  the  price  of  gas  or  electric  current.  Xow, 
these  men  come  in  to  us  and  show  that  on  their  contract  coal  prices 
made  under  normal  conditions  they  are  paying  double  what  they 
used  to  pay,  but  that  one-third  of  the  coal  they  need  is  three  anil 
four  times  their  contract  price. 

Col.  WfiNTz.  Senator,  j^ou  know  that  under  the  commission's  order 
No.  9,  which  was  effective  and  which  has  been  in  effect  almost  well 
over  a  month — almost  six  weeks — that  every  public-service  corpora- 
tion can  have  a  car  assigned  to  the  mines  at  which  it  has  bought  coaJ 
and  can  get  100  per  cent  shipments,  and  they  are  doing  it  all  over  the 
United  States.  And  if  your  New  York  men  have  not  done  it  it  is 
their  own  fault. 

■ 

The  Chairman.  How  long  has  that  order  been  in  existence? 

Col.  Wentz.  About  six  weeks.    Mr.  Lieb  is  familiar  with  it. 

Mr.  Miller.  These  gentlemen  were  here  about  three  weeks  ago. 

Col.  Wentz.  That  order  has  been  in  effect  six  weeks,  and  I  know 
all  over  the  United  States  it  was  taken  advantage  of. 

Mr.  Lieb.  That  order  is  in  effect,  and  allowing  for  the  time  for 
it  to  V)ecome  operative  within  the  last  couple  of  weeks  the  utilities 
in  most  castes  have  been  receiving  100  per  cent  of  their  daily  require- 
ments; that  is,  100  per  cent  of  their  contract  coal.  In  other  words, 
they  have  been  able  to  get  through  the  railroad's  permit,  which  give 
them  j)riority  of  assignment  of  coal  cars  for  the  amount  of  coal 
under  their  contract  equal  to  their  requirements,  but  not  for  storage. 
That  has  been  in  effect  now  for  the  last  couple  of  weeks,  and  under 
that  order — which,  bv  tlie  wav,  under  the  order  of  the  lntei*state 
Commerce  Commission  of  to-dav  or  vesterdav  has  been  extended 
until  September  21.  It  dates  now  from  June  21  and  extended 
90  days. 

The  Chairman.  So  that  you  are  now,  Mr.  Lieb,  getting  all  of  your 
requirements,  immediate  requirements,  without  having  to  resort  to 
buying  spot  coal? 

Mr.  Lieb.  Yes,  sir:  at  the  present  moment  we  are  getting  car 
assignments  equal  to  our  daily  requirements  and  from  the  peo])le 
with  whom  the  utilities  have  term  contracts:  that  is  true.  The  utility 
tlint  lias  not  a  term  fontract,  a  regular  contract,  can  not  get  car 
aj-.signments.  It  must  ffo  into  the  market  and  buy  spot  coal,  and 
some  are  doing  that.  I  know  of  a  case  right  now  within  the  past 
few  days  where  a  utility  company  has  been  compelled  to  go  into  the 
market  and  buy  spot  coal  for  $17  a  ton. 

The  Chairman.  At  the  mine? 

Mr.  Lieb.  No:  I  think  that  was  an  f.  o.  b.  price  New  York.  At 
ariv  rate  what  is  at  the  pre^^ent  time  the  spot-coal  price. 

The  Chairman.  Could  the  public  utilitv  or  any  industry  make  a 
contract  now  with  the  coal  operators  for  delivery  for  the  rest  of  the 
year,  or  would  the  coal  operator  refuse  to  make  a  contract? 

Mr.  Lieb.  At  the  present  state  of  the  market  it  is  very  difficult  to 
ninke  a  term  contract.  I  do  not  say  that  it  can  not  be  done,  but  it  is 
very  difficult.     I  will  confirm  what  you  have  just  said.  Senator,  but 
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even  in  Xew  York  City,  with  the  difficult  conditions,  a  utility  can  get 
the  coal  which  it  needs,  whether  it  is  term  contract  or  not,  at  a  price. 
A?  the  statement  was  made  in  answer  to  your  inquiry,  the  term  prices 
for  a  year's  contract,  as  you,  Col.  Wentz,  indicated,  have  run  along 
fmm  $3.75  to  $4,  $4.25,  $4.50,  and  $4.75  for  the  better  grades  of 
bituminous  coal ;  so  that  it  can  be  considered  that  for  term  contracts 
that  were  made  the  1st  of  April,  the  1st  of  May,  that  $4.25  to  $4.50 
wiis  the  prevailing  contract  price.  Since  then,  as  vou  have  indicated, 
the  utilities  generally  in  tnis  district  received  aToout  two-thirds  of 
their  coal  under  their  contract  requirement,  and  for  the  other  third 
they  were  compelled  to  go  into  the  open  market,  and  for  that  coal 
M)  purchased  in  the  open  market,  the  amount  necessary  to  meet  their 
daily  needs,  to  supplement  insufficient  coal  they  received  under  the 
r(»ntract,  they  went  into  the  open  market  and  got  spot  coal  at  prices 
running  all  the  way  from  $8  to  $14  at  the  mine.  I  think  that  con- 
firms in  a  general  way  what  Col.  Wentz  has  said. 

The  Chairman.  You  were  here  about  three  weeks  ago,  Mr.  Lieb, 
Were  you  not  ? 

Af  r.  Lheb.  I  was. 

The  Chairman.  I  know  the  next  day  after  you  were  here  I  wrote 
the  Interstate  Commerce  Commission  on  the  subject,  laying  before 
ihini  substantially  what  you  and  your  associate  testified  to.  I  do 
r»i  know  whether  that  has  helped  or  not,  but  I  wrote  them  very 
str»»njrly  in  the  matter  that  you  had  a  real  complaint,  and  I  am 
l.<'r>efui  that  they  may  have  helped  a  little  bit. 

S(r.  LiER.  Undoubtedly,  Senator,  utilities,  through  this  open  car 
arl  through  the  assignment  of  coal  cars  have  their  immediate  daily 
n*iuirements  and  are  getting  assistance.  Their  problem,  however,  is 
U-runiing  now  one  of  serious  consideration ;  that  they  must  have  some 
'•'»:»1  in  hand  to  meet  the  irregularities  of  delivery  for  the  winter, 
arnl  verj'  i)resently  it  will  be  most  urgent  that  they  should  receive  not 
nit-n^ly  fn>m  day  to  day  hand-to-mouth  supply,  but  they  must  lay 
'-  'n,eihin«r  by  as  a  reserve  stock,  due  to  the  interference  with  deliv- 
''r.*^  in  the  port,  which  are  inevitable  every  winter. 

The  CiLAiRMAN.  Do  VOU  See  anv  evidence  of  ^ettin^:  readv  to  ffive 
;'"j  that  supply? 

Mr.  LiEn.  Not  as  yet,  sir;  not  as  yet.  The  appeals  are  now  being 
n.-..le  and  are  l)eing  prepared  that  the  priority  oi  assignment  of  cars 
'-•■xtended  from  a  merely  day-to-day  supply,  so  as  to  permit  utili- 
*  "-  to  nut  in  a  stock  against  the  winter  contingencies,  which  we  ask 
'•  ri\e«l  at,  say,  a  six  weeks'  supply. 

♦  <  ol.  Wentz  then  n^sumed  his  testimony.) 

l;ie-  Chairman.  Colonel,  what  does  it  cost  to  mine  a  ton  of  bitumi- 

'"    >  •'^Mll? 

<  <•!.  Wentz.  That  varies  tremendously.  There  are  perlinj)s,  T  do 
r-t  know,  hundreds  of  districts  in  this  country.  I  am  not  seeking 
*•  nviiid  your  question.  I>ut  it  is  an  impossible  cjuestion  to  answer  olF- 

'*'!.  Dr.  (larfield,  when  he  was  Fuel  Administrator,  had  a  e<im- 
•■  *:»•<»  of  three  of  the  best  known  mining  engineers  in  the  Unite<l 
^'  '»-s  that  worketl  something  like  six  months  determining  what  that 
•■  ■•  in  rlifforent  parts  of  the  country. 

'  !••  Chaiiiman.  Approximately,  what  does  it  cost? 
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CoL  Wentz.  Again,  that  depends  upon  the  districts  in  which  it  is 
mined. 

The  Chairman.  Let  us  say  in  the  Pennsylvania  district  or  West 
Virginia  district. 

C  ol.  Wentz.  I  am  not  familiar  with  this  district,  t  can  tell  you 
what  it  costs  in  a  general  way.  In  some  parts  of  the  Virginia  field, 
all  the  way  from  $2.50  to  $4,  depending  on  the  mine  and  the  thickness 
of  the  vein.     That  is  for  a  full  car  supply. 

The  Chairman.  It  costs  from  $2.50  to  $4? 

Col.  W^ENTz.  To  put  coal  in  the  cars  at  the  mine,  based  on  a  full 
car  supply. 

The  Chairman.  A  man  was  here  to-day  and  said  that  10  years  ago 
he  got  coal  for  85  cents  a  ton. 

Col.  Wentz.  I  have  sold  coal  for  50  cents  a  ton  20  years  ago  and 
made  a  profit  on  it. 

The  Chairman.  Then  you  mean  to  tell  the  committee  that  it  costs 
as  high  as 

Col.  Wentz.  That's  different ;  yes,  sir. 

The  Chairman.  Where  does  that  come  in? 

Col.  Wentz.  It  comes  in  in  almost  every  direction,  decrease  in 
working  time,  in  the  working  day,  decrease  in  efficiency  of  labor. 
You  understand,  on  the  same  wage  scale,  the  cost  of  a  ton  of  coal 
could  almost  be  doubled  by  the  inefficiency  of  labor,  and  the  way  in 
which  labor  worked.  I  am  thinking  of  an  anthracite  coal  mine  in 
which  there  are  some  soft  squashed  veins  of  coal,  crushed  veins  of 
coal,  and  some  hard  veins  of  coal.  The  hard  veins  of  coal  produced 
60  per  cent,  prepared  sizes,  domestic  sizes.  The  crushed  veins  of  coal 
produce  20  per  cent,  domestic  sizes.  The  miners  in  that  mine  recently 
decided  that  they  would  not  work  the  hard  veins  of  coal  under  the 
existing  wage  scales  and  they  worked  the  soft  veins  of  coal. 

The  average  production  re  eived  by  that  mine  was  less  than  one- 
half  of  what  it  had  been  previously.  The  cost  of  production  was  the 
same.  All  of  that  should  be  taken  into  consideration,  Senator,  It  is 
a  detail  of  the  operation  of  mines. 

The  Chairman.  Does  it  cost  more  to  mine  anthracite  than  it  does 
bituminous  ? 

Col.  Wentz.  Oh,  yes;  in  most  districts  it  does. 

The  Chair3ian.  Are  you  interested  in  the  mining  of  anthracite? 

Col.  AVentz.  Yes,  sir. 

The  Chairman.  What  is  the  anthracite  coal  at  the  mines  now  a 
ton? 

Col.  Wentz.  I  am  ashamed  to  say  I  can  not  tell  you.  I  can  supply 
you  with  it.    It  is  a  standard  schedule  of  prices  which  are  adhered  to. 

The  Chairman.  In  the  New  York  market  what  is  the  price  of 
anthracite  as  compared  with  bituminous? 

Col.  Wentz.  I  can  not  tell  you  that,  Senator. 

The  Chairman.  Can  j^ou,  Mr.  Lieb? 

Mr.  Lteb.  I  would  not  like  to  state  a  definite  figure. 

Col.  Wentz.  The  Government,  you  will  remember,  did  permit  indi- 
vidual operators  to  charge  75  cents  a  ton  more  for  anthracite  coal 
than  the  price  charged  by  the  large  railroad  companies,  because  of 
the  difference  in  royalties  w^hich  they  had  to  pay. 

The  Chairman.  And  the  price  of  mining  coal  that  you  placed  the 
maximum  fiirure  of  $4  on.  does  that  mean  bituminous? 


KECONSTRUCTION  AND  PRODUCTION.  179 

Col.  Wentz.  Yes;  bituminous  coal  in  the  Virginia  field. 

The  Chairman.  Then  when  you  sell  at  $4.50,  your  profit  is  only 
50  cents? 

Col.  Wentz.  It  is  probably  less  than  that,  because  you  have  sales 
ex[)enses  and  other  charges  come  out  of  that.  That  is  the  difference 
between  the  sales  price  and  the  cost  price  at  the  mine. 

The  Chairman.  What  are  the  average  profits  of  coal  operators 
to-<lav  on  contracts  per  ton? 

( ol.  Wentz.  I  do  not  know  that  I  can  tell  you  that,  because  that 
will  vary  with  the  cost  of  production.  Again,  I  am  not  seeking  to 
evade  your  question,  but  when  you  consider  the  thousands  of  terri- 
U»ries,  it  is  a  difficult  question  to  answer.  If  I  can  go  back  to  Virginia 
mhere  I  am  familiar  with  the  cost  and  where  I  am  familiar  with  the 
selling  price,  I  should  say  on  the  average  contract  that  the  profit 
would  l>e  about  50  cents;  about  that.  That  will  vary  a  little  both 
ways.  It  won't  be  as  much  for  some  operators,  it  will  be  more  for 
others,  depending  on  the  character  of  the  mine,  the  thickness  of  the 
vfins,  and  the  expense  of  mining,  water  conditions,  and  other  con- 
ditions. 

The  CiLAiRMAN.  Did  I  ask  you  what  proportion  of  the  coal  shipped 
from  Hampton  Roads  into  New  England  was  spot  coal  and  how 
much  contract  ? 

Col.  Wentz.  You  did,  and  I  told  voii  I  could  not  answer  because 
I  can  not  get  the  information  from  the  New  England  buyers.  They 
won't  give  it  to  me  or  to  our  committee.  I  do  not  think  they  have 
)^ii  it.    I  do  not  think  any  of  them  know. 

The  Chairman.  My  recollection  is  that  Mr.  Storrow  said  substan- 
tiafly  all  of  it  was  spot  coal. 

CoL  Wentz.  He  told  me  about  a  third  of  it  was,  but  I  have  not 
t»een  able  to  get  anybody  to  confirm  his  guess  either  way,  either  up  or 
down,  and  I  personally  know  it  is  wrong. 

The  C^HAiRMAN.  I  think  he  said  about  2.")  per  cent  of  all  the  coal 
coming  into  New  England,  that  is  what  he  said,  2f>  p  r  cent  of  all  the 
hqI  aiming  into  New  English,  bv  rail  and  water  w^^  spot. 

Col.  Wentz.  Well,  I  differ  witfi  him.  I  do  not  think  he  is  accurate 
•ml  I  can  not  get  his  figures  confirmed  by  any  of  the  New  England 
f^»j>le  wlio  handle  coal. 

The  Chairman.  Colonel,  what  is  the  character  of  price  on  the  coal 
fxiM#rted  to  Europe  out  of  Baltimore  and  Hampton  Roads? 

CoL  Wentz.  It  varies  tremendously  just  as  it  does  from  the  tide- 
water ports  out  of  the  pools.  I  know  of  a  large  tonnage  of  the  very 
tx*<t  grade  of  pas  coal  produced  in  this  country  which  was  sold,  it 
w»s  half  a  million  tons,  as  I  recall,  which  was  sold  last  April  for 
fxjnfTi  at  $J^.25  at  the  mines.  I  myself  sold  300,000  tons  of  coal  for 
^tfK»rl  Imst  Mar.  I  think  it  was  at  $4.50  or  $4.75  at  the  mines.  I 
th.nk  you  will  find  that  the  substantial  export  business  is  done  on  a 
k-i«  of  probably  50  cents  to  a  dollar  higher  than  domestic  prices. 
I  mean,  people  who  expect  to  stay  in  the  business  and  people  who 
ikie  forei^  bus]ne.ss  and  have  had  it.  For  instance,  you  take  the 
Keyptian  railways.  That  business,  except  during  the  war  period, 
«beo  Eiifrland  agreed  to  take  it  on,  has  been  done  in  this  country  for 
\'»  jrears.  This  country  has  had  the  contract  for  the  Egyptian  rail- 
way* for  about  15  or  16  years  and  very  many  of  the  large  and  sub- 
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stantial  exporters  have  had  foreign  connections  for  15  or  20  years 
and  some  of  them  longer  than  that,  and  it  is  a  substantial  part  of 
their  trade,  just  as  substantial  as  their  domestic  trade  is,  and  they 
have  got  to  do  it  at  a  reasonable  and  satisfactory  price  or  it  would 
not  continue. 

Mr.  SIiLLER.  What  does  it  cost  to  the  Egyptian  railway,  delivered, 
per  ton  ? 

Col.  Wentz.  I  do  not  know.  There  again  you  get  the  question  of 
ocean  rates.    I  haven't  any  idea  what  they  are  to  Egypt. 

The  Chairman.  Is  it  your  opinion  that  the  export  of  tidewater 
coal  has  been  the  cause  of  excessively  high  prices  for  coal  to  the 
consumer  here  ? 

Col.  Wentz.  I  think  it  has  had  a  very  marked  degree  on  it;  not 
the  legitimate  export  business,  but  the  gambling  in  coal  which  is 
brought  to  tidewater.  Not  all  the  coal  which  is  brought  to  tide- 
water for  export  is  really  exported.  It  is  sold  to  people  all  over. 
It  is  not  very  largely  brought  there  by  the  miner  or  by  the  whole- 
saler. .  The  wholesalers  have  got  their  regular  and  estaolished  busi- 
ness. They  are  just  as  steady  and  important  factors  in  the  produc- 
tion of  coal  as  the  operators.  They  have  not  the  same  large  in- 
vestment that  the  operators  have,  but  many  of  them  have  substantial 
investments.  But  we  have  had  in  the  coal  business  for  the  last 
year  the  character  of  speculator,  who  lives  in  the  hotels,  who  will 
meet  a  foreigner  as  he  comes  in  and  who  will  try  to  interest  him 
in  the  purchase  of  coal,  who  will  make  a  contract  with  him  and  then 
go  out  and  try  to  get  the  coal.  That  same  type  of  man  buys  coal 
and  has  it  shipped  to  the  ports  and  there  waits  until  the  foreigner 
is  short  15,  20,  or  50  carloads  to  finish  his  steamer,  which  is  prob- 
ably on  $4,000  or  $5,000  demurrage,  and  he  gets  the  opportunity  to 
sell  him  coal  at  tremendous  figures,  and  he  does  it.  Some  of  it  is 
being  done  by  coal  operators  and  some  by  wholesalers,  but  the  per- 
centage is  very  small.  Most  of  this  speculation,  I  am  of  the  opin- 
ion, IS  done  by  people  who  have  never  been  in  the  coal  business 
before  and  will  not  be  in  it  after  this  market  is  stopped. 

The  Chairman.  Would  you  advise  a  curtailment  in  the  exports? 

Col.  Wentz.  No  ;  I  would  not,  and  I  will  tell  you  why.  May  I  give 
you  some  figures  ? 

The  Chairman.  Yes. 

Col.  Wentz.  In  June,  1920,  which  is  the  most  recent  reliable 
figures  we  have,  there  is  no  record  of  any  exports  being  shipped  ivom 
New  York.  From  the  harbor  at  Philadelphia,  226,000  tons  were 
shipped;  from  Baltimore,  605,000  tons;  from  Hampton  Koads. 
1,266,000  tons;  from  South  Carolina,  76,000  tons— I  will  leave  off 
the  odd  figures — ^this  makes  a  total  of  2,174,799  tons  of  coal,  and  of 
that  you  note  1,000,000;  that  is,  1,266,000  tons,  were  shipped  from 
Hampton  Roads.  Most  of  that  coal  came  from  Virginia  and  the 
Norfolk  &  Western.  The  Virginian  can  not  ship  anywhere  else  ex- 
cept to  tidewater.  It  has  got  no  local  business.  It  has  got  to  go  to 
tidewater.  It  has  got  to  go  to  Hampton  Roads.  The  Chesapeake  & 
Ohio  westbound  movement  has  its  maximum.  In  fact,  a  part  of  its 
business  is  now  being  diverted  and  being  taken  up  to  some  extent  by 
the 'Norfolk  &  Western.  The  Norfolk  &  Western's  westbound  busi- 
ness, as  I  understand  it,  is  at  a  maximum  for  its  connections  at 
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(.'olumbus  and  Cincinnati.  You  can  not  get  any  more  coal  through 
Cincinnati.  The  Chesapeake  &  Ohio  can  not  get  in  more  coal 
ihrou«j:h  its  western  gateways.  Therefore,  if  you  curtail  the  export 
at  Hampton  Roads,  the  production  of  that  much  coal  has  got  to  stop. 

Now  then,  the  thought  suggests  itself,  well,  that  will  relieve  coal 
can?  for  other  service,  for  other  commodities.  The  coal  cars  of  the 
Virginian  and  the  coal  cars  which  largely  move  to  Hampton  Eoads 
on  the  Norfolk  &  Western  won't  run  on  other  railroads.  They  are 
7m  and  80  and  90  ton  cars  and  other  roads  have  not  got  the  bridges 
antl  tunnels  to  contend  with.  There  is  special  equipment  which  has 
Urn  made  up  for  the  Hampton  Roads  business,  x  ou  notice  that  th^ 
movement  out  of  Philadelphia  is  only  226,000  tons  for  the  month  of 
•lune.  For  the  preceding  month  it  was  219,000  and  the  month  before 
timt  it  was  150,000.  That  coal  makes  a  pretty  quick  movement  from 
tlie  mines  to  the  port  of  Philadelphia,  and  you  see  it  is  about  50,000 
tons  a  week.  I  think  if  you  put  those  cars  into  New  England  or  to 
any  other  movement,  New  York  or  other  places,  that  you  would  lose 
titnnage  on  it,  because  of  the  way  it  would  slow  up.  "the  same  thing 
is  true  of  the  movement  to  Baltimore.  It  was  only  600,000  tons  in 
June  and  500,000  in  May;  416,000  tons  in  April.  Suppose  you  took 
tliose  cars  out  of  the  tidewater  movement.  Mark  you.  New  England 
i^  <retting  all  the  coal  it  can  take  to-day.  In  fact.  New  England  is 
nni  buying  all  the  coal  which  was  set  up  for  it  under  order  No.  11. 
^lore  coal  was  offered  to  New  England  really  than  she  is  at  the 
])tv^nt  time  taking.  She  will  take  it,  I  think.  She  has  not  got 
?tarte<l  to  taking  it  yet. 

Xow,  that  coal  gomg  to  Baltimore  might  be  moved  somewhere  else 
I'lit  cimsidering  the  fast  movement  those  cars  make  from  mine  to  the 
harl>or,  I  do  not  believe  you  can  move  any  more  coal,  and  that  is  the 
''pinion  of  the  expert  railroad  men  I  have  talked  to.  I  do  not  l)e- 
li»*\o  you  will  move  any  more  coal  with  those  cars  than  you  would 
rnovt*  under  this  movement.  In  other  words,  I  do  not  believe  it  would 
:.'M  anything  to  the  total  consumption  of  this  country.  Do  I  make 
n.y-^lf  clear  on  that? 

The  Chaihman.  Yes,  perfectlv;  but  Mr.  Willard  did  not  quite 
airree  with  tliat  this  morning.  1  thought  it  might  perhaps  help  to 
•Tiny  cement,  lumber,  lime,  and  other  materials  needed  in  the  busi- 
ri.vs'of  the  Nation,  if  that  were  stopped.  He  did  not  go  on  record 
!•  ^ayinjr  that  he  urged  it  to  be  stopped. 

<"oI.  Wentz.  I  heard  his  testimonv. 

The  Chairman.  Why  couldn't  you  bring  half  of  that  supply  from 
riiilailplphia  into  New'York  to  supply  ultilities  and  other  industries, 
t .  l.iy  away  their  supply  for  the  winter? 

<'o|.  We'ntz.  I  do  not  l>e!ieve  it  would  help  your  situation.  Some 
•  f  lint  ronl  ci)mes  from  West  Virginia  and  I  believe  that  the  lon^rer 
t  ••^onI(»nl  to  New  York  would  not  increase  vonr  supply  of  coal  any 
.!  th*>se  cars  were  put  in  that  movement.  Vou  see,  it  is  only  50.000 
t  n?  i  week,  Senator. 

U.e  TuAiKMAX.  In  Philadelphia? 

'  ol.  Wentz.  That  is  all. 

'lli^  (*nAiRMAX.  That  would  go  a  long  way  toward  creating  our 

;n»'iib'  supply  here  in  the  citj*  of  New  York. 
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Col.  Wentz.  It  would,  if  the  movement  of  the  cars  was  as  fast  as 
the  movement  they  are  in  now.  If  it  was  not,  you  would  not  get 
anything  out  of  it  at  all.    Am  I  clear  on  that  ? 

The  Chatrman.  Yes;  that  is  your  viewpoint.  I  do  not  question 
your  good  intentions  in  making  the  statement.  Then,  agam,  how 
about  these  very  large  export  prices? 

Col.  Wentz.  That  has  got  to  be  corrected. 

The  Chairman.  They  very  materially  affect  the  prices  here? 

Col.  Wentz.  Exactly. 

The  Chairman.  Mr.  Storrow  said  in  his  opinion  the  spot  prices  on 
export  coal  and  domestic  coal  affect  the  consumer  in  this  country  to 
the  extent  of  at  least  $300,000,000  a  year. 

Col.  Wentz.  I  do  not  think  so.  I  saw  his  statement  and  I  asked 
him  about  it  and  he  had  no  statistics  to  give  me  to  back  it  up.  It 
was  his  personal  opinion  and  he  had  no  statistics  he  could  give  me 
to  confirm  it.  This  export  price  for  coal  has  got  to  be  corrected,  Sen- 
ator, and  the  railroads  and  the  wholesalers  and  the  miners  of  coal 
are  now  working  out  a  plan  which  we  believe  will  absolutely  prevent 
the  speculation  in  coal  at  tidewater  ports.  It  may  take  30  days  to 
make  it  operative,  but  it  is  bound  to  stop. 

The  Chairman.  I  am  very  glad  to  hear  that. 

Col.  Wentz.  I  do  not  feel  at  liberty  to  discuss  it,  because  it  has  not 
been  fully  worked  out,  and  I  see  we  are  being  reported  here.  We 
have  had  a  committee  of  exporters  working  on  the  question  for  three 
weeks.  Senator.  It  is  a  very  difficult  proposition.  There  are  many 
remedies  which  suggest  themselves  and  which  seem  feasible,  but 
when  you  boil  them  down  and  test  it  out  from  previous  experience^ 
it  will  not  work.  We  have  had  men  who  have  been  in  the  export 
business  in  this  country  for  20  years  and  who  are  in  it  to-day  to  the 
largest  extent,  and  they  are  the  men  who  have  been  giving  their  best 
thought  to  this  situation,  and  we  believe  we  have  arrived  at  a 
solution. 

Mr.  MiiXER.  Col.  Wentz,  that  matter  has  been  under  consideration 
for  a  long  time,  and  each  one  of  these  priority  orders  was  going 
to  solve  the  question  ? 

Col.  Wentz.  Not  this  export  price  proposition ;  it  was  not. 

Mr.  Miller.  But  that  restriction  of  reconsignment  of  cars  has  been 
under  consideration  for  a  very  long  time  ? 

Col.  Wentz.  Restriction  of  assignment  of  cars? 

Mr.  Miller.  ReconsigniQent  of  cars. 

Col.  Wentz.  There  is  no  reconsignment  of  cars  to-day  at  the  tide- 
water points,  at  the  pools.  That  reconsignment  order  is  going  to 
help  all  over  the  country. 

Mr.  Miller.  Is  that  order  effective  ? 

Col.  Wentz.  Yes. 

Mr.  Miller.  I  see  in  the  newspapers,  dated  the  3d  of  August,  I 
think,  that  the  coal  operators  were  not  satisfied  with  that  and  wantetl 
to  make  it  more  strintrent. 

Col,  Wentz.  Last  May  the  National  Coal  Association  went  on 
record  asking  that  the  commission  issue  a  very  rigid  reconsignment 
order.  Afterwards  we  went  on  record  with  a  formal  request  to  the 
commission  that  only  one  reconsignment  be  permitted  per  car,  per 
open-top  car.    The  railroads  were  of  the  same  opinion  and  also  nmile 
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a  similar  recommendation.  The  commission  has  just  issued  an  order 
})erinittin«f  the  railroads — it  is  not  mandatory — permitting  the  rail- 
roads to  issue  such  reconsignment  privileges. 

Mr.  Miller.  Eather  a  weak  order  after  so  long  a  discussion. 

Col.  Wentz.  I  do  not  think  so,  because  all  the  railroads  have  asked 
fur  it,  and  the}-  are  all  eager  to  do  it,  and  it  will  be  done. 

Mr.  Miller.  Why  wasn't  that  done  before  these  priorities  were 
put  on? 

(.\)1.  Wentz.  I  think  there  was  a  great  deal  of  protest  made  against 
it  hy  a  good  many  people. 

Mr.  iliixER.  Protests  by  the  coal  operators  and  the  coal  people? 

CV»1.  Wentz.  No  ;  the  producers  of  coal  indorsed  it  and  asked  for  it, 
lilt  1  think  there  were  a  good  many  people  who  protested  against  it, 
ainl  I  think  there  was  a  great  deal  of  opposition  to  it.  I  think  it 
t«K»k  the  cf)mmission  some  time  to  satisfy  itself  that  it  was  an  order 
nliiih  was  just  and  proper. 

Mr.  Miu^R.  Why  wasn't  that  order  put  into  effect  before  the 
priority  orders  were  put  into  effect?  lou  say  you  recommended 
thi'm  back  in  last  May? 

Col,  Wentz.  We  had  passed  a  resolution  to  that  effect. 

Mr.  Miller.  It  is  not  in  effect  yet,  only  permissive. 

(  ol.  Wentz.  It  is  being  put  into  effect  rapidly  by  all  the  operators 
who  handle  open-top  cars. 

Mr.  Miller.  You  propose  to  make  it  a  little  stronger  now? 

( ol.  Wentz.  We  propose  now  to  tackle  the  tidewater  situation 
Hl.ich  that  order  does  not  correct.  It  is  a  difficult  problem.  That  is  a 
'I  fferent  problem  really  from  these  assignment  car  orders  you  are 
•liMtissing.  They  all  go  hand  in  hand,  but  none  of  them  touches  the 
y^huh  situation. 

The  Chairman.  Colonel,  I  understood  you  to  say  that  in  your 
o;  inion  the  export  of  tidewater  coal  tended  or  had  been  the  cause 
^f  jjuTeasing  the  price  of  coal. 

Cn\.  Wentz.  At  tidewater,  yes;  to  some  extent. 

The  Chairman.  If  that  is  so,  then  the  export  of  coal  does  fix  the 
(ri.e  for  domestic  consumers? 

Ct>|.  Wentz.  I  do  not  think  so,  because  I  think  that  coal  has  been 
^  '«i  at  tidewater  at  just  as  high  price  as  it  has  been  sold  for  export 
:  'i  1  was  not  exported.  It  was  sold  here  to  somebody  here  in  this 
'  ••!  utry.  The  whole  tidewater  situation  permits  of  speculation  which 
•  'ruprojier.  I  am  a  shipper  to  the  port  of  Charleston.  I  had  some 
-!  j»5  waiting  in  Charleston  to  be  loaded  10  days  ago.  The  railroad 
I  it  Rn  embargo  on  the  shipment  of  coal  from  my  mines  to  the  ships 
"  .i«'h  T  had  under  charter.  I  found  out  that  the  port  of  Charleston 
^A<  enilmrgoed  with  coal.  All  of  the  yard  and  facilities — it  is  a 
•■  .ill  port,  and  they  have  small  railr(»ad  yards — were  blocked.  T 
t  ••'k  the  matter  up  with  the  railroads  and  told  them  my  ships  were 
'  'itifig,  and  they  said  they  had  cars  there.  I  was  offered  by  a  New 
\"rk  exporter  5.4(H)  tons  of  Charleston  for  $15.50  a  ton. 

I  was  bI(K!ked  from  putting  coal  in  my  own  ships.  He  had  it  there 
I  'l^m't  know  how  long.  He  had  it  there  and  it  was  there  blocking 
t*  ^  bti«(in«*ss  of  the  jwrt.  He  is  a  man  from  New  York  who  has 
y*^^i»r  done  any  busine,ss  in  Charleston — took  the  coal  up  in  Tennessee 
''f  Kentucky  and  put  it  in  there — all  kinds  of  coal.  That  is  just  one 
'::4ance  anil  tho.se  are  the  kind  of  problems  that  we  realize  are  there 
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unci  which  have  got  to  be  cleaned  up.    That  is  all  there  is  to  it*    We 
people  who  have  our  money  in  the  industry  are  seeking  some  solution. 

The  Chairman.  I  am  very  glad  to  hear  vou  say  that  they  have  got 
to  be  cleaned  up,  because  I  tell  you,  too,  they  have  got  to  be  cleanecl 
up ;  and  if  not,  when  Congress  meets  next  December,  it  will  legislate 
to  clean  them  up. 

Col.  Wentz.  It  has  got  to  be  cleaned  up  before  then  because  it  is 
an  unwholesome  situation  that  has  got  to  be  eliminated.  You  re- 
member in  1915  and  1916  the  way  contracts  for  war  munitions  were 
placed  around  the  Xew  York  hotels.  You  remember  how  that  was 
handled. 

The  Chairman.  I  don't  know  anything  about  it  except  that  I 
heard  rumoi^s  and  lately  I  had  some  evidence  brought  to  mj'  at- 
tention. 

Col.  Wentz.  The  coal  industry  is  the  same  way  to-day. 

The  Chairman.  Speaking  of  tidewater  coal,  Mr.  Lieb  was  a  wit- 
ness here  and  I  asked  him  whether  he  bought  some  tidewater  coal 
and  he  said  he  had,  and  he  said  all  the  tidewater  coal  he  bought  had 
been  bought  at  spot  prices';  wasn't  that  so  ? 

Mr.  Lieb.  That  is  so,  Senator.  Perhaps  5'ou  will  be  interested  in 
the  situation  as  to  that  tidewater  purchase.  What  you  say  is  quite 
true  as  to  what  I  testified  to.  The  tidewater  situation  is  a  situation 
that  has  been  developed  to  facilitate  the  movement  of  the  coal  into 
tidewater  points  and  to  get  the  coal  away  from  the  tide-water 
point.  It  is  therefore  effective  and  accomplishes  that  purpose  for  a 
smaller  purchaser.  In  the  case  of  the  larjjer  purchaser  where  he  has  got 
many  carloads  of  coal  coming  in  all  the  time  and  where  he  has  got  boats 
and  lighters  and  barges  there,  he  can  get  his  coal  right  straight 
through  and  it  goes  into  his  barges  and  ooes  not  tend  to  congest  the 
tidewater  points.  Now,  one  of  the  difficulties  with  tidewater  de- 
livery is  that  when  you  buy  coal  and  it  goes  into  a  pool,  you  do  not 
get  the  coal  that  you  purchase.  Senator.  You  purchase  coal  from 
someone  and  his  coal  goes  into  pool  No.  10,  let  us  say.  Now,  there 
are  half  a  dozen  other  mines  all  putting  their  coal  into  this  pool  No. 
10,  and  all  you  get  is  not  the  coal  necessarily  from  the  man  that  you 
purchased  the  coal  from  or  from  the  operator  you  purchased  the 
coal  from,  but  you  get  it  from  pool  No.  10,  which  presumably  is 
made  up  of  coal  of  reasonably  similar  characteristics  but  not  the 
same  characteristics. 

With  our  utility  power  houses  where  the  operation  of  the  power 
houses  is  predicated  upon  the  most  efficient  production,  and  where 
we  have  got  to  regulate  our  draft  and  all  of  the  conditions  of  fur- 
nace operation  and  boiler-room  operation,  we  are  dependent  upon 
getting  a  fairly  definite  kind  of  coal  and  fuel.  If  we  get  fuel  of 
another  kind,  it  throws  our  operations  all  out  of  gear,  and  it  is  for 
that  reason  that  we  were  at  one  time  very  exacting  as  to  the  specifica- 
tions under  which  we  bought  coal,  so  as  to  give  us  the  best  economic 
conditions  for  power-house  operation.  But  now,  of  course,  that  is 
entirelv  impracticable.  We  can  not  set  up  any  specifications  what- 
ever. We  do  the  best  we  can  and  buy  the  coal  from  the  mine  which 
we  think  will  give  us  fairly  good  results.  If  we  undertake  to  set 
it  from  the  pool,  our  results  are  not  as  good  because  we  get  a  varied 

Eroduct.    Ii  we  get  it  direct,  our  results  are  better  because  we  are 
Btter  able  to  gauge  the  product  that  we  receive. 
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The  Chairman.  Col.  Wentz,  has  it  been  the  practice  to  pool  coul 
at  tidewater? 

(^ol.  Wextz.  That  is  the  war  emergency. 

The  Chairman.  It  was  not  the  practice  before  that? 

Col.  Wentz.  Not  before  the  war. 

The  Chairman.  Isn't  that  economic  to  do  that  ? 

Col.  Wentz.  It  does  not  make  for  a  better  quality  of  coal  which 
comes  out  of  the  pool,  but  it  was  supposed  to  save  delays  to  railroad 
e(juipment,  and  it  does  permit  a  more  general  engaging  in  export  busi- 
ness than  could  be  had  under  the  old  practice,  because  the  shipper, 
either  producer  or  jobber,  has  to  have  a  large  volume  of  coal  running 
to  tide  under  the  old  practice  in  order  to  accumulate  cargoes  to  load 
ships  without  being  destroyed  by  demurrage  charges.  The  pool  makes 
that  possible  and  does  permit  a  great  many  people  to  export  which 
could  not  otherwise  export.  That  is  one  of  the  problems  we  have  had 
in  connection  with  this  tidewater  situation,  not  to  destroy  the  small 
exporter  and  small  shipper. 

The  Chairman.  How  is  the  coal  handled  at  Cleveland  and  the 
Lake  ports? 

Col.  Wentz.  The  same  way,  by  pool. 

The  Chairman.  Has  that  been  the  practice  there? 

Col.  Wentz.  That  began  with  the  war,  too,  also  a  war-emergency 
measure.  It  is  pooled  at  every  loading  port,  at  the  Lakes  and  on  the 
coast. 

The  Chairman.  I  can  see  the  objection  to  the  mixed  character  of 
the  coal,  but  if  the  coal  was  all  of  the  same  character  it  would  be  good 
business. 

Col,  Wentz.  It  would  be  a  desirable  thing.  However,  you  under- 
i^aml  that  that  very  pooling  does  permit  the  speculation  because  if  a 
large  volume  of  coal  is  running  through  a  pool — for  instance,  if  a 
thousand  cars  of  coal  is  going  through  a  pool  at  Philadelphia,  or  say 
at  Baltimore,  a  day,  it  requires  a  thousand  dollars  of  credit,  you  see, 
which  it  must  use  up.  Now,  a  man  might  hold  500  cars  there  a  month 
and  trading  on  the  credit  acquired  by  the  coal  that  went  through  in 
*:J4  or  48  hours,  the  accumulated  credit  coming  through  fast,  he  would 
ri<pt  require  a  bit  of  demurrage.  That  is  where  the  speculation  comes 
in.  Tlien  thev  wait  for  somebody  who  has  to  get  some  coal  and  sting 
hm.    Maybe  1  could  give  you  some  figures  on  the  export  proposition. 

The  CiiAiRMAN.  Just  before  vou  do  that.  It  is  reported  that  there 
^uii  a  great  deal  of  coal  stored  in  sidings  in  eastern  terminals  held 
tln^re  for  sf>eculative  purposes;  is  that  so? 

Col.  Wextz.  I  have  been  told  there  is  some  dead  coal  being  held 
It  the  sidings  and  terminals  near  New  York  Harbor,  and  it  has 
UM»n  here  for  some  weeks,  and  I  have  been  trying  for  three  weeks 
t'»  tret  the  names  of  the  owners  of  that  coal  from  the  railroad,  so  as 
t'»  >ee  if  we  can  get  it  cleared  up.  I  do  not  know  how  much  of  it  is 
M**'<*ulativ<*  and  how  much  is  not.  However,  if  I  can  get  the  names 
**i  th«»  owners  I  can  find  out.  I  have  nf)t  gotten  them  yet.  I  have 
hn  doul>t  that  some  of  it  is.  I  do  not  think  anybody  is  pn»pared  to 
>AV  that  all  of  it  is. 

Tli«»  Chairman.  Do  you  think  this  speculation  in  coal  in(  reases  tlie 
'f^rtage  of  open-top  cars? 

iViI.  Wentz.  Yes:  l)ecause  most  of  it  is  held  an  unnecessary 
!»'airth  of  time,  and  when  coal  which  is  being  held  for  sj)eciilati()n 
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gets  into  the  terminal  yards  it  occupies  rail  space  which  blocks  out 
coal  which  is  moving  legitimately,  and  that  coal  is  then  backed  up 
at  stations  or  backed  from  the  port,  and  you  get  a  stand-up  all  the 
way  around.  Take  Baltimore  to-day:  Isaltii^ore  has  an  embargo 
for  a  week.  No  coal  can  be  shipped  to  the  port  of  Baltimore  for  a 
week.  They  have  the  harbor  blocked  and  have  everything  back  of 
it  blocked  as  far  as  they  dare  go. 

The  Chairman.  That  holds  cars  out  of  service  for  several  weeks 
unnecessarily  ? 

Col.  Wentz.  Surely.  Just  to  give  you  a  line  on  our  present  ex- 
port business  as  compared  to  what  it  used  to  be:  In  1915  we  sent 
overseas  nine  and  a  half  million  tons  of  coal.  That  was  about  our 
top.  That  was  a  pretty  substantial  business,  considering  the  busi- 
ness we  are  doing  now.  In  the  first  five  months  of  this  year  we  only 
exported  6,000,000  tons,  with  all  the  demand.  It  dropped  in  19 IG 
to  8,000,000  tons  on  account  of  vessel  shortage.  Then  we  got  a  bad 
vessel  shortage  in  1917  and  it  went  to  5,700,000.  In  1918  our  ex- 
ports overseas  dropped  to  4,216,000.  That  was  because  there  was  a 
trade  made  with  the  British  Government. 

Mr.  Morrow.  They  took  care  of  a  part  of  our  foreign  obligations. 

Col.  Wentz.  Great  Britain  took  care  of  Egypt  and  the  Mediter- 
ranean and  we  took  over  the  Argentine  and  some  of  the  South 
American  business;  but  there  were  not  ships  available  to  save  our 
vessels  crossing  the  ocean  and  save  theirs.  There  was  an  agree- 
ment made  with  the  British  Government.  In  1917  we  started  to 
get  back  and  we  went  to  8,000,000.  In  the  latter  part  of  1919  there 
was  a  railroad  strike  and  exports  were  stopped.  They  went  down 
to  less  than  200,000  a  month.  The  Railroad  Administration  would 
not  permit  shipments  to  be  made,  and  that  held  on  until  the  first 
part  of  1920.  So,  you  see,  when  our  export  business  was  normal  in 
1915,  before  the  war,  w^e  were  doing  an  overseas  business  of  betw^een 
9,000,000  and  10,000,000  then. 

The  Chairman.  Have  you  heard  tliat  Great  Britain  is  limiting 
her  export  of  coal  ? 

Col.  Wentz.  Yes,  sir ;  she  is. 

The  Chairman.  What  is  the  reason  for  that? 

Col,  Wentz.  Great  Britain  I  am  told  is  limiting  her  export  of 
coal  to  France  to  9,(X)0,000  a  year,  which  is  pretty  nearly  what  she 
gave  France  before  the  war.  1  am  told  that  she  is  limiting  her  total 
exports  to  about  20,000,000  tons  a  year,  which  is  about  one-half  of 
what  she  exported  before  the  war.  The  rest  of  it  is  being  absorbed 
in  her  bunker  business  and  in  her  home  consumption.  But  I  am  also 
told  quietly  that  the  limit  to  France  and  some  other  countries  are 
rather  involved  in  connection  with  the  coal  situation  in  Germany 
and  the  international  trades  that  are  going  on.  I  understand  Great 
Britain's  production  has  gotten  back  to  the  rate  of  240,000,000  a 
year.     Its  peak  in  1913  was  280,000,000  or  282,000,000. 

The  Chairman.  Our  information  here  is  that  she  needs  this  coal 
for  her  own  industries  and  she  was  going  to  keep  it  to  take  care  of 
her  own  ports. 

Col.  Wentz.  I  got  my  advice  from  a  man  who  is  in  the  oflBce  of  the 
coal  administrator  of  England,  whom  I  know. 

The  Chairman.  Is  it  true  that  England  has  fixed  a  price — the  Gov- 
ernment has  fixed  a  price  on  her  export  coal? 
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Col.  Wextz.  I  am  not  prepared  to  say;  I  don't  know.  During 
the  war  she  did.  To  France  it  amounted  to  about  $18  a  ton,  de- 
livered in  France  during  the  war,  and  to  Scandinavia  about  $40  a 
tun  delivered,  and  Spain  was  somewhere  in  between.  Her  prices 
varied  to  the  foreign  countries,  depending  on  her  relations  with 
them.  Scandinavia  supplied  iron  ore  and  timber.  Very  largely  all 
the  trench  timber  came  from  Scandinavia.  A  lot  of  iron  ore  came 
liack  from  Spain  in  the  vessels  that  took  coal  to  France.  There  was 
alwa\s  a  trade  in  connection  with  her  export  prices. 

The  Chairman.  Has  Great  Britain  fixed  a  price  for  home  con- 
sumption, do  you  know  ? 

Col.  Wentz.  I  do  not  think  so  at  this  time.  I  think  it  is  an  open 
price.     During  the  war  there  were  prices  fixed. 

Mr.  Morrow.  I  think  they  have,  both  domestic  and  foreign. 

Col.  Wextz.  My  recollection  is  from  what  I  heard  the  other  day 
that  it  is  an  open  price  for  home  consumption  at  this  time. 

Tlie  Chairman.  Our  information  here — I  have  a  witness  who  testi- 
fied a  day  or  two  ago — was  that  the  (iovernment  fixed  the  price 
lH)th  for  home  consumption  and  export. 

Col.  Wentz.  Is  that  recent?  The  man  I  talked  to  has  just  come 
o\  er.    He  had  only  been  here  a  week. 

The  Chairman.  This  man — this  information  was  obtained  a  month 
ai^h    I  am  quite  sure  that  is  so. 

I  have  A  letter  here  from  a  business  concern  in  Elmira  which  dis- 

•  u^ses  the  coal  situation.     I  am  going  to  read  it  to  you,  Colonel,  and 
^ee  what  you  think. about  it.     It  is  addressed  to  me.     [Reading:] 

C  HEM  UNO  Valley  Stkel  Ck>.  (Inc.), 
Elmira  Heights,  N.  F.,  June  16,  1920. 
Hon.  William  C alder, 

Washington,  D.  C. 

IVe-m  Sib:  We  Invite  your  attention  to  the  present  situation  as  regrards 
Muminous  coal.  X^ndoubtedly  this  matter  has  been  brought  to  your  attention 
^^-fifm  now,  bat  the  situation  is  getting  to  be  such  that  it  must  be  talven  in  liand 
o'<l  pm  under  proper  control. 

<%»al  \h  being  offen*d  out  at  $11  p^r  ton.  Tliis,  of  course,  is  a  prohibitive 
!•*  (V.  nnd  absolutely  prevents  manufacture,  unless  the  cost  is  added  on  to  the 
f**ls  and  in  the  Iron  and  steel  industry  prices  have  reached  such  a  peak  that 
^ulidinfc  Is  really  being  curtailod. 

Thi»  writer  Is  familinr  with  the  real  situation  as  reppects  the  west  Pennsyl- 

*  Ilia  clistrict,  and  It  is  bnmght  about  by  the  fact  that  the  average  mine  loads 

•  -"Ut  li.*»  nirs  iH-r  day,  and  this  coal  is  not  being  used  to  fill  their  contracts, 

*  t  1%  U»ing  siild  to  aginicies  or  bn»kers,  who  are  In  turn  selling  it  for  spot 
••  |m«iit.     The  coal  operatnr  do<lges  his  resiMinslhillty  by  stating  that  he  has 

•  "nhi  fNMifnu'ts  on  hand  and  he  prorates  hN  tonnage.     This  is  true:  he  has 
•'^trdct^  fn»ni  a  subsidiary  or  alleged  agency,  and  this  "go-between"  gets  the 

"il.  aiid  evMry  once  in  a  whi'e.  in  order  to  dear  himself  legally,  he  ships  a 
'•^'•r  rarv  «n  h\<  legitimate  <*ontnfcts. 
*»f  t^iiifie,  we  nil  know  that  the  car  su[)ply  has  a  great  deal  to  do  with  it, 

*  '.  n»»%ertliele^K.  the  situation  must  he  Improved  hy  putting  tlie  (listrll)ution  of 

•  't  uT,«!#T  a  proiHT  conunission,  <ir  else  reviving  llie  Fuel  Admin! si  ration. 

^•'••tur  ihiotr;  The  cxporTintr  of  con!    should   be  pn»hit»it«'d.     Anybody   who 

'♦•«•  ;in>flitng  abnuf   the  coai  huslnes^s  can  verify  my  statements,  as  coal   is 

••»  TiMi-j  itito  the  N<»rt!;we*it  or  New  Knirland,  and  it   is  easy  to  foresee  that 

*  '♦•  \»)ll  U»  a  very  a"Utc  i^mX  shortage  tliis  coining  winter. 

U|ia»r\«T  >4iu  can  ilo  t<'  bring  aliout  a  situation  ihat  will  put  the  <listrll>utlon 
■'  •'«»-d  U!iil»-r  the  pptpor  ci>ntrol   will   m^^'t   with   the  Instant  approval  of  the 
'   .' «.fa«»rur;i»2  cMnipMMl<*v  nf  Ni«\v  York  St.iie. 
V»*r)  r*"^*^! fully,  jours. 

ClIKMT'NO    VaLLKY    StKKL   Co., 

Per  K.  K.  Qi-ikke. 
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Col.  AVentz.  AVell,  I  resent  that  statement  as  being  incorrect — as 
being  slanderous — and  shows  that  the  writer  does  not  know  the 
facts  of  the  situation,  because  coal  is  going  to  the  Great  Lakes  in 
a  very  increasing  quantity,  and  coal  is  going  to  New  England  faster 
than  they  are  taking  it  at  this  time. 

Mr.  Miller.  That  letter  is  dated  June  18. 

Col.  Wentz.  Even  at  that  time  it  was  moving  to  New  England 
as  fast  as  they  roally  could  absorb  it. 

Mr.  Miller.  Two  thousand  seven  hundred  cars  was  the  greatest 
number  received  any  day  at  Lake  Erie  ports  up  to  August  8. 

Mr.  Morrow.  Four  thousand  seven  hundred  was  the  highest. 

Mr.  Miller.  What  day  was  that  ? 

Mr.  Morrow.  August  6. 

Mr.  Miller.  Before  August  6,  2,700  was  the  greatest  number? 

Mr.  Morrow.  Xo,  sir;  it  had  been  averaging  about  2,700. 

Mr.  Miller.  Against  a  4,000  designed  for  in  Order  No.  10? 

Col.  AA'^ENTz.  But,  as  Mr.  AVillard  said  this  morning,  the  railroads 
are  setting  some  pretty  high  marks  to  shoot  at.  There  have  never 
been  4,000  cars  at  the  Lake^rie  ports. 

Mr.  Morrow.  They  never  averaged  it  over  a  length  of  time  i 

Col.  AVentz.  That  is  what  they  are  trying  for,  but  they  have  never 
done  it. 

Mr.  ifoRRow.  They  have  been  up  on  individual  days  to  4,700  cars 
dumped  at  Lake  Erie.  They  have  never  had  4,000  cars  a  day,  on  the 
average,  in  any  month  in  the  history  of  the  Lake  trade.  That  is  what 
they  have  to  do  to  fill  the  Lake  requirements  this  year. 

The  Chairman.  Can  they  do  it? 

Mr.  Morrow.  Yes;  they  will. 

The  Chairman.  I  hope  you  are  right. 

Col.  Wentz.  Senator,  you  spoke  of  curtailments  on  coal  exports. 
The  coal  industry  needs  its  export  business,  as  I  have  told  you. 
Hampton  Roads  and  West  Virginia  and  Virginia  are  dependent 
on  the  coal  export  business.  They  have  done  it  for  years,  a  very  sub- 
stantial business.  It  seems  to  me  that  it  would  be  quite  as  unfair 
to  curtail  the  export  of  other  productions  of  the  United  States.  I 
am  interested  to  see  that  the  exports  of  sugar  for  the  first  six  months 
of  1920  amounted  to  704,000,000  pounds,  and  there  has  been  some 
sliirht  shortage  of  sugar  in  this  country  during  that  period. 

The  Chairman.  I  w^onder  whether  there  was  a  shortage  of  sugar 
in  this  country' ? 

Col.  Wentz^  There  has  been  during  the  past  six  months,  at  various 
times. 

The  Chairman.  Or  is  the  sugar  being  held  by  the  people  w^ho 
have  it  to  get  a  higher  price  ? 

Col.  AVentz.  I  do  not  know.  I  know  it  has  been  difficult  to  obtain 
it  during  the  last  six  months,  and  that  has  been  our  sugar  ex[)<)rt  in 
that  period. 

The  Chairman.  My  recollection  is  that  last  year,  when  the  price 
was  fixed  by  the  Government,  there  was  a  scarcity;  but  this  year,  I 
am  not  sure,  but  I  am  under  the  impression  that  you  can  get  all  you 
want  if  you  pay  for  it. 

Col.  AVentz.  There  is  a  good  deal  being  exported,  too.  Senator,  I 
should  like  to  put  the  National  Coal  Association  on  record  as  beincr 
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opjxised  to  high  prices  for  coal  such  as  these  prices  being  used,  and 
as  being  opposed  to  speculation  in  coal.  Also,  that  the  association, 
through  its  officers  and  throi^pjh  committees  appointed  bj^  it,  has  been 
doing  everything  it  could  in  cooperation  with  Government  agencies, 
railroads,  and  wholesalers  of  this  country  to  improve  the  production 
of  coal  and  the  distribution  of  coal.  By  law  it  is  not  permitted  to 
take  any  steps  in  connection  with  the  price  of  coal.  A\e  have  been 
put  on  notice  that  even  if  we  combine  to  maintain  a  low  price  for 
coal  we  are  subject  to  indictment  and  jail. 

The  Chairman.  I  thank  you  for  that  statement,  and  I  am  sure  that 
you  are  doinp  all  you  can  to  straighten  the  matter  out.  I  am  not 
jiuxious  to  injure  the  coal  industry.  Of  course  not.  This  committee 
i-  exceedingly  desirous  of  doing  everything  helpful  to  every  industry 
\i\  this  country.    Nor  would  I  think  of  suggesting  that  the  export  of 

•  oal  l»e  reduced  even  to  the  degree  which  the  exports  were  a  few 
nujntlis  back,  excepting  that  the  testimony  here  and  all  the  facts  as 
tfu'V  come  to  us  rather  make  us  feel  that  these  large  shipments  of  coal 
:il»roa<l  have  tended  to  keep  up  the  price  to  the  domestic  consumer 
v\u\  tended  to  decrease  the  supply  for  the  home  consumer,  as  evidenced 
I'V  the  complaint  of  these  utilities  men  here  and  industries  all  over 
lie  country.    Now,  if  that  is  true,  then  the  question  of  limiting  tiie 

•  xr^orts  is  a  serious  one  for  the  Government  here  to  consider. 

Col.  Wextz.  It  is.  The  opinion.  Senator,  of  the  best-informed 
<f»al  men  and  exporters  of  coal — I  mean,  responsible  wholesalers  and 
pnxlucers — is  that  if  you  reduce  the  exports  of  coal  to-day  to  500,000 
tnfis  a  month  or  to  l,ob(),()0(J  tons  a  month  the  si)eculation  in  that  lim- 
itrfj  tonnage  of  coal  would  set  the  price  up  infinitely  higher  than  it 
i^  to-ilay.  It  might  be  trebled,  or  even  at  four  time^  the  price.  There 
^ould  l)e  such  bidding  to  fill  our  cargoes  for  the  small  part  that  is 
l^-ft.  Now,  you  ask  how  that  could  be  done.  Remember,  that  there 
art*  a  lot  of  foreign  exporters  who  have  sold  coal  abroad  on  a  c.  i.  f. 
I'-ice.  The  freight  rates  have  dropped  from  something  like  $26  to 
N*.  the  o<*ean  rates. 

^^'hen  vou  jtdd  to  that  the  demurrage  on  ships  sitting  around  at 
I'Tts  waiting  for  cargoes,  you  can  i)ay  a  very  high  price  for  coal 
iTi  tlii.s  country  which  has  already  been  sold  at  a  delivery  price 
.t'  road,  based  on  high  freight  rates,  and  particularly  to  fill  out  car- 
L'*>.     You  have  a  very  complicated  international  commercial  situ- 

•tun.  and  it  is  our  opinion  that  you  would  not  ^et  at  what  we  are 
mII  trying  to  pet  at,  cut  out  speculation,  reduce  prices  for  export  coal. 
I'v  'iiilailing  the  amount  of  coal  going  abroad  you  would  increase  it. 
The  Chairman.  Then  the  answer  is  to  adopt  the  policy  of  (Ireat 
l'r.t;iin  to  fix  the  price  of  both  domestic  and  foreign  sales.     That  1 

•  l'lon»:  that  I  do  not  want  to  see:  that  I  am  opposed  to,  having 

•  .'  Hoxpniment  fix  prices,  unless  it  l)e('omes  necessary  to  protect  the 

'  tT»M  of  this  countrj'. 

<  ol.  Wkntz.  I  do  iiot  think  that  is  necessarv.  Senator.  I  think 
t*  ^  situation  can  l>e  corrected. 

I  hi'  (*fiAiKMAN.  You  gentlemen  have  got  until  December  to  work 
'it  out. 

t  ol.  Wkvtz.  To  begin  with,  what  we  have  got  to  have.  Senator, 
-  (ran.«NiK>rtation.  There  is  no  use  trying  to  do  something  with  a 
••If  coal  which  is  insufficient  to  the  requirements.     If  we  can  get 
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enoiiorh  coal  to  meet  the  requirements,  the  rest  of  the  problem  is 
solved. 

The  Chairman.  The  answer  to  that  is  this:  You  have  enough 
transportation  to  increase  your  exports  fourfold. 

Col.  Wentz.  No,  sir;  not  fourfold. 

The  Chairman.  That  is  the  statement  made  this  morning  by  Mr. 
Willard,  that  your  exports  on  coal  are  fourfold. 

Col.  Wentz.  I  have  given  you  the  figures.  They  were  not  over 
9,000,000  tons  a  year. 

The  Chairman.  And  the  exports  for  last  month  indicate  a  possi- 
bility of  24,000,000. 

Col.  Wentz.  For  this  year  we  have  exported  about  10. 

The  Chairman.  That  is  nearly  double. 

Col.  Wentz.  It  is  nearly  double  what  it  was  in  1915. 

The  Chairman.  I  asked  Mr.  AVillard  this  morning  if  he  had  any 
knowledge  of  the  failure  of  the  Railwav  Administrator  last  year  to 
buy  eoal  for  rail  consumption  and  whether  or  not  that  had  affected 
the  situation  this  year.  Have  you  any  knowledge  of  whether  or  not 
the  Kailway  Administrator  failed  to  buy  coal  for  the  railroads  last 
year  because  of  the  price  of  coal  and  his  anticipation  of  it  being  re- 
duced? 

Col.  AVentz.  I  think  I  know  of  two  railroads  last  year  which  had 
not  bought  as  much  coal  as  they  required  on  contract,  and  to  supple- 
ment the  contract  purchases  they  did  confiscate  a  lot  of  coal,  and,  of 
course,  they  paid  for  it  at  the  price  at  which  it  was  sold.  Most  of  it 
was  sold  on  contract,  but  they  confiscated  it  just  the  same,  because 
they  had  not  bought  enough.  Those  were  two  southern  railroads. 
I  do  not  suppose  Mr.  Willard  knows  anything  about  them.  I  do  not 
know  what  the  general  practice  was.  I  can  only  speak  of  my  own 
knowledge. 

The  Chairman.  Mr.  Willard  left  the  impression  with  me  this 
morning  that  the  railroad  administrator  had  neglected  to  buy  neces- 
sary coal  for  the  operation  of  the  railroads  of  the  country,  and  that 
had  helped  to  put  us  in  the  situation  we  are  in. 

Col.  Wentz.  I  have  heard  it  so  stated,  Mr.  Senator,  and  I  guess  it 
is  true.  I  know  in  two  instances  it  was,  and  the  road  confiscated  coal 
to  supplement  their  requirements,  and  that  disjointed  the  commercial 
situation,  because  electric  light  companies  and  gas  companies  and 
manufacturing  plants  did  not  get  the  coal  which  had  been  shipped 
to  them  and  did  not  know  what  had  become  of  it.  Of  course  durin<? 
the  strike  there  w^as  a  tremendous  amount  of  coal  confiscated.  Coal 
was  confiscated  in  everv  direction.  That  was  in  October,  wasn't  it, 
in  1919? 

Mr.  Mn.LER.  The  matter  the  chairman  refers  to  is  the  matter  that 
occurred  in  the  spring. 

Col.  AVentz.  That  is  what  I  have  reference  to — ^the  failure  to  buy 

sufficient  coal  on  contract  to  meet  requirements. 

Mr.  MiiiLER.  Are  you  in  a  position  with  your  very  strong  organi- 
zation, which  hns  such  ramifications,  to  enforce  the  fulfillment  of 
contracts  upon  the  part  of  your  members  ? 

Col.  Wentz.  No,  sir. 

Mr.  Miller.  Members  pay  large  sums  to  continue  to  keep  your 
association  in  operation.  Wouldn't  thev  correspondingly  respond  to 
the  jreneral  welfare  bv  carrving  out  their  contracts? 
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Col.  Wentz.  Mr.  Miller,  we  are  advised  by  counsel  that  it  is  im- 
proper and  illegal  for  us  to  in  any  way  discuss  prices,  and  it  is  never 
done,  and  we  are  not  doin^  it. 

ilr.  Miller.  I  mean  enforce  the  fulfillment  of  a  contract. 

Col.  Wentz.  Exactly,  and  we  are  not  even  permitted  to  inter- 
<-hanfre  information  with  regard  to  which  coal  is  sold. 

Mr.  Miller.  A  man  came  in  here  the  other  day  with  this  story : 
He  had  received  notice  of  coal  shipped  to  him  on  contract.  The 
notice  carried  the  car  numbers.  Later  he  received  a  second  notice 
that  in  some  way  the  cars  consigned  to  him  had  been  lost,  but  he  also 
received  an  offer  of  some  other  cars  of  coal  at  a  higher  price  than 
those  contracted  for.  He  needed  the  coal  and  he  accepted  the  offer 
at  the  higher  price.  Finally,  when  he  did  receive  his  coal,  to  his 
astonishment  he  noted  that  it  arrived  in  th«  cars  numbered  on  his 
liri^inal  consignment  notice. 

Col.  Wentz.  I  have  heard  that  story  before.  I  think  it  has  been 
j)rettv  well  circulated.    I  do  not  know  whether  it  is  true  or  not.    Do 

vou  t 

Mr.  MiixER.  Why,  I  think  so,  because  I  know  the  man  who  stated 
.t     I  know  him  personally. 

Col.  Wentz.  1  have  heard  of  it  before. 

Senat4)r,  this  is  the  evil  thing  that  you  will  see  in  connection  with 
til  is  matter.    [Reading  newspaper  clippings :] 

t'fiol. — W«*  have  jiviilUtble  at  Hampton  Kotuls  varicms  pjrados  coal  for  export. 
>-•  IhhA  'M,  from  Haltiniore.     Buyers  with  letters  of  credit  plefise  telephone 
i'-ullMjc  Green  2(598-2099. 

f'.,n/  _\Vc  offer  siK>t  carptes  steam  and  ?ns  coal.  Scandinavian  ports  and 
.v«M  ittfist  Italy.  C)nl>  buyers  with  letters  of  credit  establlsheil  nee<l  apply. 
.:i5J.  tnis  om<v. 

f'tQl  for  tiale. — Five  th<msand  two  hundre<l  and  forty-four  tons  coal.  ikwI 
^•'  'U.  for  IMneiis  steamvr  en  route  past  (Jibraltar.  .Tjinovki  &  Co.  (Inc.). 
I'i-jhone,  Broad  4.S89:  109  Broad  Stret»t. 

f',^1 — \v«*  offer  f.  o.  b.  or  c.  I,  f.  7,000  tons.     Pools  1  and  2.  Iniiiiedlate  de- 
•  r\    I^nubtTts   Tnint  piers.     Also  10,000  tons,  pools  1   and   2.   c.   i.   f.   only. 

^•-  n»«*r    inaded.      International    Maritime    Clearing    House,    141    Broadway, 

I:  ^  •  ir  ftsT."*. 


/•"  'fi!f. — Nine  hundred  tluaisand  tons  hi^di-pra<le  steam  and  cokinjr  c(»al, 
'  ••  *»  Bit ltinn»re.  12  to  15  months  shipment.  Advance  of  .$1  |»er  ton  necessMry. 
*  .'ri-n  r.niL'r«**j«<  Coal  &  Transportation  To.    (Inc.),  2  Hector  Street;   phone. 


r,*tf  _4»|,|»   iiiilllnn    tor.s.      I>elivery   2.<K>0   to   .".0(H)   tons   nionllily.      IViinsyl- 
•    I       M.    i:rhnb:i<-h,    1    West    Thirty-fourth    StnM't,    room    'JOS;    phone.    Fitz 


« 'w/   -f'i,nt  'Vinil. — Innne<liate    delivery.      P.uiik«'r    mikI    export.      Curtis    S. 
'      !  .••r.  lo  Hist  Thirty -sit*«»nd  stnvt :  L^ur^acre  KJKJ. 


.ii  -  4*«»tiTn!4*t^  for  d«'Hvf»r\   (»ver  a  period  of  several  months.     \l,  Ui<'lnnan 
'  .  .  ;.l  Kxrl.aii;:*'  riace,  Hanover  9r.H>  7  H-9. 

^'ol   Wf:xTZ.  I  was  reliably  informed  the  other  day  that  some  coal 
"»  .-  r»tTered  at  one  of  our  ports,  and  the  owner  was  found  to  be  the 
•  rator  of  a  jwultry  shop  in  New  York. 

*.!»1.V-21  -*of.l 13 
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The  Chairman.  As  far  as  you  know,  these  advertisements  are  not 
from  legitimate  coal  operators? 

Col.  Wentz.  I  do  not  know  whether  they  are  or  not,  sir,  but  some 
of  these  names  are  unknown  to  me. 

Mr.  Morrow.  You  do  not  know  any  of  them,  do  you,  CoL  Wentz  i 

Col.  Wentz.  I  do  not  know  any  of  these  names  which  are  signed 
to  these  advertisements.  I  do  not  know  whether  these  are  legiti- 
mate or  not,  but  I  do  know  that  legitimate  iobbers,  exporters,  and 
producers  of  coal,  whenever  they  get  any  to  sell,  do  not  transact  their 
business  that  way. 

Mr.  Thompson.  It  would  be  safe  to  say.  Senator,  that  they  are  not. 
I  investigated  about  five  of  those  myseli,  and  in  one  case  one  was  a 
skirt  manufacturer,  another  fellow  was  a  corset  manufacturer,  and 
another  fellow  kept  a  bootblack  shop. 

Mr.  Miller.  Could  you  explain.  Col.  Wentz,  without  too  much  de- 
tail, the  n^ed  of  orders  10  and  11  if  priority  order  No.  7  was  effec- 
tive? Or,  in  other  words,  if  Nos.  10  and  11  were  effective,  why  con- 
tinue No.  7  ?  • 

Col.  Wentz.  No.  7,  you  know,  has  been  continued  by  No.  9  and 
modified  to  some  extent. 

Mr.  Miller.  Now  it  is  going  to  go  into  No.  13  or  something  of 
that  sort. 

Col.  Wentz.  It  is  necessary  to  continue  No.  9  for  the  general  in- 
crease in  the  production  of  coal.  As  I  have  indicated  to  you,  this 
eastern  territory  is  about  20,000,000  tons  short  this  year.  You  have 
got  to  have  that.  Mr.  Lieb  and  other  people  have  no  stocks.  They 
are  going  on  from  hand  to  mouth.  We  have  got  to  accumulate  some 
coal  for  this  winter.    That  is  essential. 

No.  10  was  necessary  to  force  coal  up  the  Lakes  to  take  up  the 
slack  or  to  take  up  the  loss  of  the  nonproduction  during  the  first  two 
months  of  navigation.  I  testified  as  to  two  or  three  coal  companies^ 
all  of  whose  product  had  gone  up  the  Lakes,  and  they  had  only 
shipped  34  per  cent  of  their  production  because  they  did  not  get  the 
cars.  It  was  necessary  to  make  up  that  loss — that  50  to  60  p^r  cent 
loss — on  the  contracts  for  two  months,  and  it  had  to  go  from  other 
shippers  as  well  as  the  people  under  contract.  Everybody  had  to 
contribute  to  that  situation  who  operated  in  a  zone  wliich  nor- 
mally shipped  coal  up  the  Lake,  whether  they  had  it  sold  up  there 
or  not.    The  same  is  true  of  this  New  England  situation. 

Mr.  Storrow  thought  he  ought  to  have  an  order  to  take  care  of  it. 
He  said  he  had  to  have  a  million  and  a  quarter  tons  of  coal  a  month 
by  water.  When  he  got  his  order,  he  was  getting  900,000  tons.  He 
got  more  than  a  million  tons  last  month  but  I  do  not  believe  they 
are  going  to  continue  to  take  a  million  tons  a  month.  But  he  has 
got  his  order.  Now,  if  they  won't  take  it,  Mr.  Miller,  that  order  will 
be  modified  right  down  to  a  point  that  they  absorb. 

Mr.  Miller.  Speaking  of  that  order,  the  other  day  in  our  confer- 
ence, you  said  it  would  make  a  buyers'  market. 

Col.  Wentz.  It  is  bound  to. 

Mr.  Miller.  And  would  ultimately  reduce  the  cost  of  coal? 

Col.  Wentz.  In  New  England. 

Mr.  Miller.  And  the  lake  ports  ? 

Col.  Wentz.  Yes,  sir. 

Mr.  Miller.  Has  that  gone  down  already? 
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(ol.  Wentz.  At  the  lake  ports  it  has.  Coal  at  the  lake-port  end 
<irop|)ed  to  $5  a  ton,  which  is  pretty  nearly  a  normal  contract  price 
at  the  mines.  Then  Canada  came  in  and  got  nervous  and  bid  the 
price  up  to  about  $7.  But  with  the  Canadian  ports  they  have  quite 
a  lot  of  that  coal  to  start  with,  because  the  order  affects  it  all.  With 
their  ports  becoming  a  little  filled  up,  it  is  going  to  throw  a  volume  to 
the  lakes  and  Canada  will  drop  her  bid.  1  expect  to  see  that  price 
hami:  around  $5.    It  may  go  lower. 

Mr.  MuxEiL  Would  it  be  a  great  deal  of  trouble  for  you  to  advise 
u«?  from  time  to  time  how  that  price  runs? 

Col.  Wentz.  No  ;  I  would  be  very  glad  to. 

Mr.  MiiXER.  To  see  whether  your  theory  is  correct? 

Col.  Wentz.  I  will  be  very  glad  to  do  that. 

Mr.  Miller.  Do  you  know  what  the  exports  from  Canada  are  now  ? 

Col.  Wentz.  No. 

Mr.  Miller.  There  is  a  rumor  that  there  were  some  Canadian  oiii- 
( iak  down  at  Washington. 

Col.  Wentz.  May  I  answer  that  question?  I  am  prompted  to  say 
that  there  are  no  exports. 

Mr.  MiiXER.  How  much  had  there  been? 

Mr.  Morrow.  Just  two  or  three  hundred  thousand  tons  and  that 
hah  been  stopped. 

Mr.  Miller.  We  were  sending  coal  to  Canada  and  they  were  ex- 
|»<irting  it.    That  has  been  stopped.    When  was  that  stopped? 

Mr.  Morrow.  About  three  weeks  ago. 

The  Chairman.  Has  not  Canada  a  coal  supply  enough  to  take  care 
•if  her  home  needs? 

.Mr.  Morrow.  No. 

Col.  Wentz.  No;  Canada  has  a  very  small  supply  and  it  is  all  in 
til-  east.  Tliey  have  a  supply  in  the  west  but  that  is  not  sufficient, 
"ui  of  British  Columbia.  1  will  give  you  some  data  on  the  Canadian 
^itiiation.  How  many  years  do  you  want  it  for,  Senator,  from 
l'M5on? 

The  C^iiAiRMAN.  Yes. 

Tol.  Wentz.  In  1915  it  was  9,000,000;  in  1916,  13,000,000;  in  1917, 
.\'«NK0i)0:  in  1918,  18,000,000;  in  1919,  12,000,000.  This  year  it  will 
;r..frablv  run  up  to  about  15,000,000  or  16,000,000^  which  is  normal. 

The  Chairman.  I  am  much  oblige.  Colonel. 

<*ol.  Wextz.  Would  you  like  to  have  any  additional  information 
ffMHi  Mr.  Morrow,  who  is  our  vice  president  and  general  mana|:er? 
Hr  :<  verj'  well  informed.    He  was  fuel  distributor  for  Dr.  (larneld^ 

•  .minous  fuel  distributor  all  the  time  that  he  was  fuel  adminis- 
iritor 

Mr.  ^flU^R.  We  may  desire  to  hear  from  Mi\  Morrow  at  a  later 
'  .i»*.  but  not  to-day. 

<  ol.  Wkxtz.  Would  you  like  a  figure  on  the  rail  movement  to  New 
^•L'landif  It  may  be  of  interest  in  your  record.  It  is  splendid, 
r  «T  the  week  ending  Julv  24, 1920,  T  .000,(K)0  tons :  for  the  same  period 
r  r.»lf».  fc»ur  and  a  half  million  tons;  for  the  week  endinp  July  31, 

•- '.  r,.<iiKMH)fu-that  is,  6,368,000;  for  the  same  periocl  in  1919, 
<  v^uni^)  tons. 

•  \i  5  c/rl4M*k  p.  m.  the  committee  adjourne<l,  to  meet  at  11  oVl(K-k 
A  »i..  u> -morrow,  Friday,  August  13,  1920.) 
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« 

United  States  Senate, 
Select  Committee  on  Reconstruction  and  Prodi htion, 

New  York  City^  N.  Y, 

The  i-t)niniitttee  met,  pursuant  to  call,  at  11  o'clock  a.  in.,  in  room 
11««1.  Enjrineering  Societies  Building,  29  West  Thirty-ninth  Street, 
N  iiator  U  illiam  JVI.  Calder  presiding. 

Present:  Senators  Calder  (chairman)  and  Kenyon;  also  Messrs. 
Franklin  T.  Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

The  Chairman.  Mr.  Kann,  we  know  that  you  have  made  a  study 
of  the  great  economic  problems  here  and  abroad,  and  it  sleemed  that 
>nu  could  give  the  committee  some  information  helpful  in  framing 
a  ro|>ort  to  the  Senate.  We  have  approached  our  subject  from  a  num* 
Ut  of  angles.  We  were  informed  that  the  effect  of  our  tax  laws  had 
•"^•n  such  that  we  were  short  of  the  proper  financing  for  housing. 

The  high  price  of  labor,  the  costs  of  material  and  of  fuel,  as  well 
a-'  the  c<mgestion  of  transportation,  all  of  these  things  enter  into 
li.e  prr>blem :  and  with  your  familiaritv  with  these  subjects,  the  com- 
rniitee  felt  that  you  could  give  some  light.  If  you  wish  to  make  a 
L'^-neral  statement  fin^  and  have  the  committee  ask  questions  after- 
w  inK  you  can  proceed. 

STATEMENT  OF  MB.  OTTO  H.  KAHN,  NEW  TORK  CITT. 

Mr.  Kahx.  I  tliank  you.  Senator.  I  have  a  statement  prepared 
•i;itin<»  to  one  particular  phase  of  the  question,  which  I  can  give 

•  'he  stenograpner  so  as  not  to  take  your  time  in  reading  all  of  it. 
t  I  will  r«»ad  or  speak  of  the  essential  points  of  that  statement  re- 

.  iMiitr  to  that  one  phase  of  the  problem. 

I  hi»i>e  yon  will  not  diagnose  me  as  the  possessor  of  a  single-track 
:  "id  in  reference  to  the  subject  of  vour  inquiry  if  I  address  myself 
'  Mfiiarily  ti»  the  subject  on  which  t  have  written  and  spoken,  ))er- 

•  j'^  uli  tiKi  frecjuontly.    That  is  the  gross  faultiness  of  our  taxation 
••  -*»-m. 

The  reasfins  for  my  attitude  in  speaking  particularly  of  that  [)rob- 
•n  are  the  following: 
I  in«t.  I  ran  not  claim  to  be  an  expert  or  possess  anv  special  compe- 

•  r  •-  f»ii  questions  dealing  with  general  production,  \)ut  1  do  possess 

*  -rta-r.  knfiwledge,  possibly  a  certain  expert  knowledge,  in  mat- 
I'-  i*f  tJtxation,  l>ecause  I  have  given  much  study  to  the  question, 

•  *1.   ID   its  historical  aspect,  in  its  theoretical   aspect,  and    in   its 
^   'kings  here  and  in  Europe. 
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< 

Second.  Most  of  the  causes  which  contribute  to  the  present  era 
of  disturbance  and  of  economic  turmoil,  such  as  the  effect  of  the 
devastation  of  the  war  and  necessarily  resulting  diminution  of  pro- 
duction, inflation,  and  many  other  direct  causes,  are  well  known 
and  well  understood  and  have  been  very  frequently  discussed.  But 
the  influences  of  taxation  are  more  subtle,  are  less  easily  discerned, 
and  are  generally  avoided  by  the  public  speaker  as  a  topic  of  dis- 
cussion, because  to  elucidate  them  means  to  make  oneself  a  vehicle 
for  pronouncing  some  unpopular  truths. 

Third.  I  am  convinced  that  the  effect  of  the  faultiness  of  our 
system  of  taxation  is  all  pervasive,  and  that  you  find  it  as  a  basic 
influence  wherever  you  look  for  the  true  causes  of  our  economic 
troubles,  including  lack  of  transportation  facilities,  insufficient  hous- 
ing accommodation,  retardation  or  other  abnormalities  of  production 
and  distribution,  high  rents,  high  prices,  and  extravagance.  I  be- 
lieve that  our  existing  faulty  taxation  is  as  harmful,  if  not  more  so, 
as  any  other  single  factor  now  at  work  in  affecting  the  prosperity 
and  well-being  or  all  the  people. 

Fourth.  The  cure  for  inflation  and  for  certain  other  after  effects 
of  the  war  which  afflict  us  is  a  slow  process.  The  remedy,  however 
drastically  applied,  needs  considerable  time  to  produce  its  effects. 
Moreover,  in  some  respects  that  remedy  must  not  be  applied  too 
drastically.  We  must  not  permit  the  remedy  of  deflation  to  be  used 
so  rigorously  as  to  bring  on  by  itself  an  excessive  stringency  in  the 
credit  and  money  market,  and  therebv  further  cripple  production. 

But  the  cure  for  taxation  and  for  the  evils  flowing  from  the  errors 
of  our  existing  sj^stem  of  taxation  can  be  made  effective  at  once. 
The  remedy  can  be  applied,  and  the  resulting  relief  can  be  secured 
whenever  Congress  and  the  administration  are  prepared  and  in  a 
position  to  take  appropriate  action. 

St»nator  Kenyon.  Are  you  going  to  define  what  you  mean  by  ap- 
propriate action  ? 

Mr.  Kahn.  Yes.  Now,  Senators,  I  hope  you  will  do  me  the  jus- 
tice of  believing  that  I  should  have  my  own  contempt,  as  I  should 
deserve  yours,  if  I  came  before  you  andf  addressed  you  on  this  prob- 
lem from  the  point  of  view  of  the  man  of  wealth.  Moreover,  I  am 
not  so  foolish  as  to  believe  that  I  could  get  away  with  it  if  I  tried. 

Senator  Kenyon.  AVell,  we  will  assume  vou  won't  try. 

Mr.  Kahn.  To  those  who  believe  that  criticism  of  our  existing  sys 
tern  of  taxation,  which  means  the  surtax  schedule  and  the  excess-profit 
schedule,  is  necessarily  the  ''  squeal  "  of  a  rich  man  or  affected  by  the 
bias  of  greed,  1  would  point  out  that  the  rich  man  has  very  little  to 
j^queal  about  on  the  score  of  taxes,  provided  he  is  willing  to  join  the 
ranks  of  the  idle  rich.  All  he  has  to  do,  if  his  conscience  and  his 
disi)osition  permit  it,  is  to  turn  his  back  on  work,  risk,  and  construc- 
tive effort,  and  to  j)lace  as  much  of  his  capital  as  is  or  can  be  made 
liquid  into  tax-exempt  securities — and  to  the  extent  that  he  dtjes  that 
all  taxes  cease  to  trouble  him. 

Senator  Kenyon.  Does  it  disturb  you  if  I  ask  you  a  question? 

Mr.  Kahn.  Not  a  bit. 

Senator  Kenyon.  Have  you  anything  to  show  the  amount  of  tax- 
exempt  securities  in  the  United  States? 

Mr.  Kahn.  Yes;  Senator;  I  will  refer  to  that  a  little  later. 
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What  I  am  advocating  is  a  policy  and  methods  which,  while  taking 
iUiwre  and  sympathetic  account  of  equity  and  social  justice,  shall 
not  have  resemblance  to  the  spirit  and  temper  of  the  plausible  stump 
leaker,  but  shall  be  based  upon  recognition  of  the  teachings  of  his- 
tory and  wonomics  and  practical  experience,  and  bear  the  imprint  of 
reasonableness  and  dispassionate  thinking,  free  from  either  favorit- 
i>ni  or  animosity. 

He  who  woula  lead  the  people  to  believe  that  they  can  be  benefited, 
<»r,  indeed,  that  they  are  other  than  greatly  harmed,  by  oppressive 
fixation  of  capital,  fools  himself  or  attempts  to  fool  others.  Almost 
every  one  of  the  taxes  now  in  usage  affects  all  the  people  in  its  con- 
siiiuences,  however  hidden  or  remote  may  be  the  casual  connection. 

Experience  has  demcmstrated  that  the  excess-profit  tax  in  its  exist- 
ing form  and  the  high  surtaxes  are  in  effect  nothing  less  to  a  large 

♦  \tpnt  than  disguised  and  inflated  consumption  taxes.  The  ideal  tax 
I-  one  that  rests  where  it  is  laid.  That  is  to  a  considerable  degree 
iittainablo  in  the  case  of  reasonable  and  moderate  taxes,  but  only  in 
ili:U  cjuse.  (irossly  excessive  or  palpably  unsoimd  taxes  are  avoided 
orpasseil  on  to  a  greater  or  lesser  extent. 

Then,  again,  our  existing  system  of  taxation  is  hardly  quite  honest 
\utli  the  people.  It  has  been  loudly  claimed  as  the  distinguishing 
f»atui-e  of  the  existing  liberal  democratic  system  of  taxation  that 
it  relieves  the  masses  and  puts  the  burden  upon  a  small  minoritv  of 
J'Usiiiess  or  of  well-to-do  men.  Professedly,  class  taxation  has  Leen 
)m|H>sed  in  order  to  relieve  the  masses.  Btit  even  if  such  an  effect 
«vre  i>ossiliIe,  which  it  is  not,  the  means  which  have  been  used  to 
Jriiitr  it  alx>ut  have  not  been  ingenuous.  The  men  who  are  responsi- 
ble for  framing  our  tax  laws  must  have  known,  or  at  least  they  should 
ii:u>  known,  that  the  whole  glittering  scheme  of  unparalleled  super- 
iH\:ition  was  vitiated  l)v  the  fact  that  there  are  some  fourteen  billions 

•  i  tax-exempt  securities  outstanding;  that  is,  municipal  bonds,  farm- 
'iui  Itonds,  State  bonds  and  (unless  otherwise  specifically  provided) 

[  ^.JMral  |K>nds.    And  more  of  them  are  coming  out  all  the  time. 

The  C  HAiRMAN.  Mr.  Kahn,  do  you  also  include  county,  village,  and 
:»«wn  bonds? 

Mr.  Kaiix.  Oh,  yes;  all  bonds  which  represent  the  issue  of  securi- 

•  ♦■^  by  one  of  the  entities  of  the  Government. 

Now,  what  has  l)een  the  result  ?    Our  investment  market  has  become 

'j/pled.    The  possessors  of  income  of  considerable  size  are  more  and 

:.  "r**  withdrawing  from  it  and  placing  their  money  into  tax-exempt 

-»-  unties  to  the  extent  that  it  is  possible  for  them  to  do  so.    I  am  not 

n;r  this  from  hearsay.    I  am  stating  facts  within  my  own  experi- 

and  knowledge-    Statistics  recently  compiled  on  the  part  of  cer- 

*  I  ^1  leading  investment  bouses  show  that  the  average  individual  sub- 
••  -ifition  to  new  issues  of  taxable  securities  is  but  one-quarter  nowa- 
u\^  of  wliat  it  was  four  years  ago.    And  why  should  this  not  be  sot 

*  "L^iiler  the  table  which  I  am  mserting  here.  It  shows  what  per- 
■»-Maire  a  person  would  have  to  obtain  irom  his  business  or  from  in- 

•  -t;ng  in  taxable  securities  in  order  to  bring  him  on  his  income  sub- 
/^t  to  the  maximum  tax  the  same  return  which  he  can  get  by  simply 
.  '.*-«4iii^  in  tax-exempt  bonds.  In  this  calculation  the  New  York 
'^t  ttr  incfime  tax,  which  ranges  from  1  to  3  per  cent,  is  included.  Such 
t-r.il*  can  now  be  bought  to  bring  an  interest  yield  of  5}  to  6  per 
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cent.  In  order  to  equal  that  interest  yield,  a  person  would  have 
to  make  in  his  business  or  from  his  ordinary  investments  the  follow- 
ing percentages,  the  scale  rising,  of  course — i.  e.,  the  advantage  of  tax- 
exempt  investments  increasing  as  the  supertax  increases.  Ifcre  is  the 
table,  based  on  a  nontaxable  yield  of  5f  per  cent : 

If  he  has  an  income  of  $20,000,  he  would  have  to  make  7.01  per 
cent ;  $30,000,  7.50  per  cent ;  $40,000,  7.99  per  cent ;  $50,000,  8.71  per 
cent;  $60,000,  9.42  per  cent;  $70,000,  10.27  per  cent;  $80,000,  11.27 
per  cent ;  $90,000,  12.50  per  cent ;  $100,000,  14.02  per  cent ;  $200,000* 
17.42  per  cent;  $300,000,  19.83  per  cent;  $500,000,  22.11  per  cent: 
$1,000,000,  23.98  per  cent. 

You  see,  therefore,  that  a  man  in  the  higher  supertax  classes,  be- 
ginning with  those  earning  incomes  of,  say,  $70,000,  actually  makes 
an  investment  yielding  him  from  lOJ  to  24  per  cent,  if  he  puts  that 
part  of  his  income  which  is  subject  to  the  maximum  tax  (and  that  is 
much  the  largest  part)  into  a  5 J  per  cent  tax-exempt  bond,  as  com- 

Eared  to  putting  it  to  work  in  his  business  or  investing  in  ordinary 
onds  or  mortgages. 

Is  it  to  be  wondered,  under  these  circumstances,  if  the  investor  has 
withdrawn  from  the  mortgage  market,  and  money  for  all  kinds  of  en- 
terprises is  excessively  hard  to  find?  Is  any  other  result  possible  when 
surtaxes  are  so  high  that  up  tOj  roughly,  three-quarters  of  a  man's 
income  is  taken  in  taxation?  How  is  it  possible  for  a  man,  through 
conservative  investments  or  by  normal  business  methods,  to  accumu- 
late capital  under  such  taxation,  which  would  be  available  for  mort- 
gages or  for  similar  investments? 

Senator  KEXYtiX.   Vou  say  that  three-quarters  of  this  income  is? 
*   taken  in  supertaxes  ? 

Mr.  Kahn.  Yes;  the  supertaxes  go  up  to  73  per  cent.  The  Federal 
supertax  goes  up  to  73  per  cent  and  then  we  have  a  State  tax  which 
is  from  1  to  3  per  cent ;  and  of  course  in  various  ways  that  come  in 
the  excess  profit  taxes  and  minor  taxes,  but  three-quarters  is  not 
excessive  as  a  statement  of  what  the  actual  result  of  our  existing 
taxation,  State  and  Federal  and  municipal,  in  many  occasions  shows. 

The  Chairman.  How  high  must  ones  income  be  before  it  arrives 
at  an  amount  w^here  three-auarters  of  it  is  taken  ? 

Mr.  Kahn.  That  depends  of  course  to  an  extent  upon  the  kind  of 
business  he  is  engaged  in,  because  that  is  where  the  excess-profit 
tax  comes  in  also.  If  you  speak  solely  of  income  tax,  73  per  cent 
applies  to  incomes  from  $1,000,000  and  above,  and  of  course  there 
are  not  many  of  $1,000,000  and  above.  But  73  per  cent,  plus  a  3  per 
cent  State  tax,  plus  excess  profit  taxes,  plus  numerous  other  taxes 
which  must  be  paid  and  which  are  being  paid,  make  the  possibility 
of  a  man  having  more  than  three-quarters  of  his  income  taken  away 
from  him,  come  into  action  at  a  verv  much  lower  scale  than  a  million 
dollars,  very  much  lower  scale,  tt  can  not  be  ascertained  exactly 
where  it  comes  in,  however. 

Senator  Kenton.  A  man  would  have  a  pretty  comfortable  income 
before  it  got  in  on  the  three-quarters  proposition? 

Mr.  Kahn.  Oh,  yes.  My  point  is  not  that  a  man  by  that  taxation 
is  unduly  damaged  in  his  income  to  the  extent  of  enabling  him  to 
live  in  comfort.  My  point  is  that  so  much  of  the  income  particularly 
of  the  men  in  leading  financial  positions  is  taken  away  that  there  is 
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nothing  left  for  accumulation  and  that  you  can  not  get  mortgage 
money  or  any  money  unless  you  enable  money  to  be  accumulated. 

The  Chairman.  And  rather  than  invest  his  money  in  mortgages^ 
he  buys  tax-exempt  securities. 

Mr.  Kahn.  Of  course,  that  is  manifest. 

The  Chairman.  So  that  a  mortgage  at  6  per  cent  might  not  yield 
more  than  1-J  per  cent  ? 

Mr.  Kahn.  it  would  not. 

The  Chairman.  As  against  that  he  might  buy  tax-exempt  securi- 
ties that  would  yield  him  the  full  6  per  cent. 

Mr.  Kahn.  \es;  but  I  am  not  speakinir  now  of  the  ethical  point 
ii{  view  and  I  am  not  speaking  from  tenderness  for  the  man  who 
hn^  made  a  million  dollars  and  who  has  only  $250,000  of  it  left.  He 
hi  not  entitled  to  tenderness.  He  can  worry  along  on  $250,000.  I 
am  s|>eaking  for  the  effect  on  the  masses  and  for  the  effect  on  the 
tnirie  and  commerce  of  the  country,  that  this  taxation  has  made  it 
mirxissible  for  nionev  to  be  normally  or  anywhere  near  normally 
sK-rumulated:  and  if  you  haven't  got  an  accumulation  of  money,  you 
»*nn  not  of  coui-se  find  the  sinews  of  war  for  the  trade  and  the  com- 
merce of  the  country  because  that  is  dependent  upon  continually  ac- 
nimulated  capital. 

Kvery  business  tliat  is  entitled  to  live  is  an  expanding  business,  and 
an  ex|>anding  business  every  year  needs  money  for  the  purpose  of 
re|)lacing  things  that  are  worn  out  and  for  numerous  other  purposes. 
The  country  is  growing  all  the  time.  More  capital  is  needed  all  the 
lime  in  any  country  that  has  not  reached  its  climax  and  I  am  sure 
this  oountrv  has  not  reached  its  climax. 

Sf-nator  Kknyon.  Where  capital  gets  to  the  point  where  it  will  not 
Tfreive  the  return  which  it  seems  it  should  receive,  it  is  going  out  of 
liD^ine-s:  is  that  it? 

Mr.  Kahn.  That  is  one  of  the  points,  sir.  If  capital  does  not  re- 
vive the  return  which  justified  the  men  engaged  m  business  going 
to  the  effort  and  taking  the  risks  and  suffering  the  worries  which  are 
necessarily  incidents  to  every  business,  then  capital  asks,  ''  Why 
^hould  I  CO  to  that  effort,  why  should  I  work  li  hours  a  day  and 
more?  AMiy  should  I  deprive  myself  of  the  companionship  of  my 
family  and  friends  and  work  hard,  because  it  is  only  by  working 
Kani  that  you  can  get  anywhere,  working  hard,  working  very  strenu- 
ously, working  with  all  my  effort  physically  and  mentally,  if  at  the 
<»nd  of  it  all  I  find  that  I  do  not  get  anything  like  the  same  return 
which  I  would  obtain  by  simply  putting  my  money  into  tax-exempt 
H^urities  i  *** 

Senator  Kenton.  Supjwse  the  farmer  follows  that  idea,  and  in- 
*t<^d  of  working  14  or  16  hours  a  day  he  says,  ''  There  is  no  use  of 
thit.  Other  people  are  working  6  and  8.  The  city  people  are 
[•laying  golf,  and  I  am  working  16  hours  a  day."  AVhat  will  happen 
to  the  c^Hintry  then  i 

Mr.  Kahn.  The  farmer  would  have  exactly  that  same  right  to 
ipply  that  theorj'. 

•S^natior  Kenton.  You  see,  here  is  really  a  strike  of  capital. 

Mr.  Kahn.  So:  it  is  not.  I  have  not  finished  my  statement.  The 
'Jipitalists  would  he  |)erfectly  entitled — and  by  capitalists  I  am  not 
•|»mking  of  the  large  capitalists,  I  am  s))eaking  of  every  man  who 
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works  in  business — he  is  entitled  to  a  fair  return  for  his  effort  and 
for  his  risk  and  for  his  worry.  That  man  finds  himself  in,  a  position 
now  where  first  of  all  through  taxation  the  greater  part  of  his  in- 
come is  taken  away  from  him.  Secondly,  he  finds  himself  in  a  posi- 
tion where  he  feels  that  it  is  unnecessarily  taken  away  from  him ; 
and,  thirdly,  he  says,  notwithstanding  that,  the  proof  oi  the  pudding 
is  in  the  eating,  and  the  proof  of  whether  he  applies  that  doctrine  or 
does  not  adopt  it  is  in  the  way  the  country  is  going  on.  He  works 
along  in  the  same  spirit  in  which  the  farmer  works.  That  is,  he  feels 
that  it  is  his  duty  and  he  feels  that  his  ambition  and  all  the  factors 
which  .enter .  iuto  the  motives  that  make  a  man  work,  and  which, 
thank  God,  are  not  all  mercenary,  do  compel  him  to  go  on  working. 

But  that  can  not  go  on  for  an  indefinite  length  of  time  without 
some  peojple  dropping  out.  It  can  not  go  on  for  an  indefinite  length 
of  time  without  bringing  about  a  situation  where  the  money  accumu- 
lated for  business  is  not  nearly  sufficient  to  make  the  wheels  go 
around.  Because  the  driving  iojce  of  capital  is  what  makes  the 
wheels  go  round,  plus  the  driving  force  of  men's  ambitions  and  of 
men's  lust  for  work.  But  capital,  liquid  capital,  usable  capital,  is 
one  of  the  absolute  essential  driving  forces  of  business,  and  if  you 
dam  that  to  an  undue  degree  tlie  thing  can  not  go  on  at  full  force, 
and  for  a  country  such  as  ours  full  force  is  needed,  especially  in  these 
times. 

The  Chairman.  Then  there  are  different  elements  among  men  of 
means,  Mr.  Kahn,  I  take  it.  One  group  will  take  the  risk  of  loss  in 
business  by  investing  their  capital  for  a  limited  profit,  and  the  other 
group  says,  "  I  guess  I  will  take  part  of  that  $14,000,000,000  of  tax- 
exempt  securities  that  will  pay  me  6  per  cent  rather  than  run  the 
risk  of  only  getting  1^  per  cent.  There  are  two  different  groups,  are 
there  not? 

Mr.  Kahn.  Yes.  Now,  if  you  wdll  permit  me.  Senator,  I  shall 
go  on. 

Senator  Kenyon.  T  can  not  see  the  difference  between  that  and 
the  farmer  who  got  tired.  He  says,  "  I  am  working  and  toiling  here 
for  the  city  people,  and  I  will  quit.  I  make  enough  to  keep  my 
fnmily  going  and  lay  aside  a  little  bit,  too.  I  am  working  IG  hours 
a  day.  I  am  not  getting  as  much  of  a  return  on  my  work  as  I 
ought  to.  Isn't  there  something  to  work  for  besides  accumulation  ?  " 
you  owe  some  duty  to  the  Government,  everybody,  to  keep  going, 
even  if  you  don't  get  a  return. 

Mr.  Kahn.  Surely.  I  admire  the  spirit  of  the  farmer  in  doing 
the  work  that  he  does.  I  admire  the  spirit  of  the  business  man  in 
doing  the  work  that  he  does,  if  he  does  it  right  and  if  he  does  it 
notwithstanding  a  very  grave  and  a  serious  discouragement  that  oiir 
present  taxation  policy  has  thrown  in  his  way.  And  I  think  you 
can  safely  say  that  90*  per  cent  of  the  business  men  are  doing  that 
work,  notwithstanding  the  fact  that  they  are  face  to  face  with  those 
drippling  and  hampering  influences  that  I  have  pointed  out.  If 
either  the  farmer  or  the  business  man  were  to  say,  "  We  will  only 
work  when  in  out  judgment  it  is  made  worth  while — a  financial 
point  of  view,"  the  countrj'  would  go  to  pot.  But  neither  the  farmer 
nor  the  business  man  does  that. 

Now,  if  you  will  permit  me,  I  will  go  on  at  your  disposal. 
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.Vs  Assistant  Secretary  of  the  Treasury  Leffinfrwell  has  well  said. 
••  You  can  not  take  the  same  money  away  twice  from  the  same  party. 
If  you  take  away  the  bulk  of  a  person^s  annual  surplus  in  supertaxes, 
you  can  not  expect  to  find  him  to  have  means  left  for  investment  in 
mortgages  or  similar  high-grade  investments  of  limited  return.  The 
result  is  that  such  mortgage  money  as  is  available  comes  almost  solely 
from  corporate  sources,  and  that  supply  is  necessarily  limited.  The 
way  to  the  vast  reservoir  of  private  investment  capital  is  barred  by 
taxation. 

And  what  material  inducement  is  there  left  to  a  man  to  work  and 
worry  and  take  the  risk  incidental  to  every  business  when  much 
the  larger  part  of  what  he  mav  make  as  the  results  of  his  effort 
and  venturing  is  taken  away  from  him  by  the  (jovernment — not 
during  war  time,  when  no  decent-minded  man  hesitates  or  questions 
about  (rearing  whatever  burden  may  be  placed  upon  him,  but  in  time 
of  peace?  And  is  it  ast<mishinp  that  he  seeks  to  augment  the  mate- 
rial inducement  normally  sufficient  but  now  vastly  reduced  by  taxa- 
tion by  adding  correspondingly  to  his  margin  of  profit,  witli  the 
result  that  costs  are  greatlv  increased?  Indeed,  it  is  necessary  for 
him  to  add  to  that  margin,  quite  irrespective  of  profits,  because 
otherwise  the  cash  resources  essential  to  the  conduct  of  every  busi- 
ness would  be  infringed  upon  to  a  perilous  degree,  if  not  to  the  point 
of  total  extinction,  because  you  have  got  to  pay  your  taxes  in  cash. 
You  can  not  give  book  assets  for  them. 

The  effect  upon  the  country's  prosperity  and  activities  of  tlm 
♦  rippling  of  the  investment  market  is  fur  too  little  appreciated. 
hWety  industrial  activity,  including  that  of  the  fanning  industry, 
i^  affected  by  it.  Production  is  hampered  and  the  cost  of  every- 
tliinir  enhanced.  '1  he  free  flow  of  capital,  the  normal  WH)rking  of 
the  imc.^tnicnt  market,  are  absolutely  basic  elemems  for  everv  kind 
«»f  '•normalcy.*'  Tlie  effects  of  their  disturbance  to  any  serious  de- 
I'ftM*  for  any  length  of  time  are  all  i)ervading.  Incidentally,  that  dis- 
turlmnce — which  in  part,  though  of  (*ourse  not  wholly,  is  due  to  our 
t:i\a(i<>n  system — has  done  grievous  damage  to  all  tliose  of  moderate 
a'Mi  ^niall  means  who  had  placed  their  savings  into  bond  investments, 
l^et-aiise  the  shrinkage  in  the  value  of  those  investments  from  the  time 
lh«»«e  taxes  were  fii^st  imposed,  i.  e.,  since  1917,  amounts  to  an  enor- 
ninu?  loss  to  the  men  and  women  of  smaller  means  who  have  placed 
tl.rir  savings.  r)r  what  mi^ht  have  been  left  of  them,  into  investments. 

The  CiiAfRMAN.  Mr.  Kahn,  have  von  ever  made  an  estimate  of  the 
shririkrtgc  in  the  value  of  those  investments? 

Mr.  Kahx.  I  had  an  estimate,  ves,  made  onct  of  the  shririkaire  in 
» ihic  of  the  investment  securities  between  1917  and  1920,  and  I  will 
trr  to  hK»k  it  xip.  It  amounts  to  a  stupendous  and  appalling  sum.  I 
vill  try  to  lcK>k  it  up. 

The  (*ii%iRMAN.  An<l  that  '-omcs  about  in  your  judgment  almost 
▼holly  from  the  large  taxes  imposed  i 

Mr.  Kahn.  Xo,  Senator;  the  large  taxation  is  only  one  of  the  fac- 
tors.   But  my  quarrel  with  the  taxaticm  is  that  it  is  an  avoiclnble 
fntur*,  while  the  other  effects  were  not  avoidable. 
Senator  Kfntox.  Do  your  figures  iuclude  life-insurance  securities  ( 
Mr.  Kahn.  Yes. 
Mr.  MiixioL  Mr.  Kahn,  the  New  York  WorM  would  like  to  ask  you 

Winuch  tax-exempt  se<*urities  were  held  prior  to  1917? 
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Mr.  Kahn.  I  have  not  got  it  offhand,  but  I  should  say  that,  roughly 
speaking,  the  tax-exempt  securities  now  are  alK>ut  two  and  a  half 
times  as  manv  as  the}'  were  in  1917. 

The  cost  of  money  since  these  taxes  were  imposed  has  risen  at  least 
50  j)er  cent,  and  as  the  cost  of  money  necessarily  enteit?  into  the  cal- 
culation of  every  manufacturer  and  merchant,  that  item  alone  has. 
of  course,  been  one  of  the  potent  factors  in  making  for  higiier  prices. 
But,  more  than  that,  the  throwing  out  of  gear  of  the  investment 
market  and  the  driving  of  capital  into  tax-exempt  serurities  has 
made  it  exceedingly  diiKcult  and  costly,  and  in  many  cases  impossible, 
for  corporations  to  meet  at  least  part  of  their  financi?il  requirements 
by  having  recourse  to  that  market  through  selling  securities,  as  they 
normally  were  in  the  habit  of  doing.  Consequently,  they  tind  them- 
selves compelled  to  resort  to  the  banks  for  loans  and  credits  to  a 
much  greater  extent  than  formerly,  thus  com))eting  for  such  ac  oin- 
modation  with  the  smaller  individual  merchant  and  manufacturer 
and  agriculturist,  and  thereby  greatly  intensifying  the  jam  and  i-c»n- 
gestion  and  difficulty  of  the  credit  situation. 

Time  does  not  permit  to  go  into  this  subject  and  its  far-spread 
ramifications  at  greater  length. 

Suffice  it  to  say  that  I  am  convinced  no  remedy  for  the  verj'  serious 
situation  for  which  your  committee  is  seeking  a  cure  can  be  effective 
which  does  not  include  a  wise  and  courageous  revision  of  our  existing 
taxation  system.  Such  a  revision  is  not  reallv  a  task  of  great  difn- 
ciiltv.  For  a  country  as  immensely  rich  and  intrinsically  as  little 
burdened,  relatively  speaking,  as  ours,  it  is  not  a  very  hard  problem 
to  raise  by  taxation  the  sum  which  the  economical  administration  of 
our  (xovernment  requires  without  causing  the  sinister  effects  that 
our  present  taxation  has  brought  about ;  indeed,  without  causing  any 
serious  economic  disturbance  whatever.  And  that  should  be  feasible 
without  in  any  way  impairing  the  fortunate  and  desirable  circum- 
stance that  in  our  country  those  of  small  or  moderate  means  are 
taxed  far  less,  both  in  direct  and  indirect  taxation,  than  they  are  in 
any  other  of  the  leading  countries.  The  alternative  is  not  to  burden 
unduly  either  business  or  the  people.  The  idea  is  not  of  relieving  the 
former  at  the  expense  of  the  latter.  The  end  which  should  and  can 
be  attained  by  proceeding  wisely  is  to  benefit  both  business  and  the 
people. 

Now,  that  the  emergency  of  the  war  is  over.  I  believe  that  this 
subject  in  its  entirety  should  be  subjected  to  unprejudiced  and  com- 
petent critical  review.  Good  intentions  are  not  a  sufficient  qualifica- 
tion for  the  task  of  devising  a  plan  and  methods  of  taxation  to 
balance  our  vast  expenditures.  Exact  thinking  is  required,  technical 
capacity,  adequate  knowledge,  and  the  courage  not  to  shrink  from 
unpalatable  conclusions.  Economics  are  stubborn  things  and  will 
not  permit  themselves  to  be  either  disregarded  or  overridden  or  dealt 
with  emotionalh\ 

In  England  a  nonpolitical  committee  was  appointed  recently  by 
the  Government  to  study  the  effects  of  the  various  kinds  of  taxes 
which  have  been  in  force  during  the  past  five  years  and  to  make 
recommendations  to  Parliament  based  upon  such  study.  It  seems  to 
me  that  similar  action  by  Congress  would  be  wise  and  timely. 

A  small  committee  of  well-informed  men  of  different  callings, 
approaching  their  task  free  from  political,  social,  and  sectional  bias. 
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would  not  find  it  a  formidable  undertaking  to  evolve  a  measure 
which,  while  fully  responsive  to  the  dictates  of  equity  and  social 
justice,  would  produce  no  less  revenue  than  the  taxation  now  in  force, 
and  yet  would  be  less  burdensome  upon  the  country,  less  hampering 
to  enterprise,  and  far  less  productive  of  economic  derangement. 

It  would  exceed  the  bounds  of  my  competence  and  the  limitations 
of  this  occasion  were  I  to  attempt  to  outhne  a  scheme  of  taxation  to 
take  the  place  of  the  existing  one.  I  will  confine  myself  to  indicating 
a  few  sug£:estions  which  I  believe  to  be  worthy  of  consideration : 

First,  fhe  excess-profit  tax  should  be  abolished  or  essentially 
Dioditied  and  some  other  method  devised  to  tax  corporate  profits. 
At  the  same  time  the  extreme  scale  of  surtaxes,  which  actually  defeats 
its  own  purpose,  should  be  revised  downward.  It  is  true  the  excess- 
I)rotit  tax  still  continues  in  England  and  has,  in  fact,  been  reenacted 
and  increased  recently.  Generally  speaking,  I  have  great  respect  for 
the  wisdom  of  England's  fiscal  policy,  but  in  this  instance  the  cases 
arv  not  parallel  for  several  reasons,  which  it  would  take  too  long  to 
set  forth  here.  Moreover,  the  English  excess-profit  tax  avoids  some 
of  the  features  which  are  most  objectionable  in  ours. 

Second.  The  principle  of  a  progressive  individual  income  tax 
and  for  a  tax  on  corporate  profits  should  be  retained,  but  it  should 
Ih*  applied  not  vindictively  or  recklessly,  but  according  to  the  rule  of 
rpaM>n  and  experience.     Surtaxes  must  not  be  so  extreme  that  they 

•  ripnle  productii)n,  discourage  or  prevent  normal  enterprise,  and 
prtH^lude  tliat  accumulation  of  business  and  investment  funds  which 
i>  an  in<li8]>ensable  prerequisite  for  material  progress  and  prosperity. 
And  in  fixing  the  scale  of  surtaxes,  account  must  be  taken  of  the 
fart  that  billions  of  tax-free  securities  are  available  and  can  not  be 
al  oiishe<l,  and  that  therefore  the  scale  of  supertaxation  must  be  kept 
ai  a  level  which  will  not  drive  capital  to  seek  the  refuge  of  tax- 
♦•xempt  se<Hirities.     The  i>oint  to  which  supertaxation  can  go  without 

•  rv.itmg  that  wliolly  undesirable  and  harmful  sequence  is  fairly  well 

•  -tahhshed  by  a  comparison  of  existing  values. 

Another  con.sideration  not  to  be  lost  sight  of  is  that  the  abolition 
•>f  the  generally  condemned  excess-profits  tax  would  not  accomplish 
iIk«  p>neral  purpose  in  view,  unless  at  the  same  time  individual  sur- 
taxes are  revised  <lownward.  Moreover,  to  do  the  former  without 
I'.nt'  tlie  latter  would  mean  that  corporations  would  be  given  an 
♦TjiimKHLs  advantage  over  individuals  engaged  in  business,  because 
••rjMiniie  earnings  are,  of  course,  free  from  supertaxes. 

As  near  as  possible  corporations  and  individual  li/ms  should  be 
t  i\n|  to  equal  effect. 

Tl.ifil.  Careful    investigation    should    l)e   made    of   the   question 

"M»flit*r  means  should  not  and  could  not  be  found  to  prevent  further 

Mi»>  of  tax-exempt  securities,  or  at  least  to  limit  such  exemption: 

••>•  for  in-vtanre,  to  the  normal  Federal  tax  and  State  taxes.     (Of 

•  'Mfse,  the  right  should  remain  in  the  Federal  (iovernment  to  issue, 
(•'m  «-<ingn'^sional  authority,  bonds  free  from  all  taxes  in  case  of 

Fourth.  Murh  can  be  said  for  a  small  tax  on  sales,  say,  one  dollar 
^  •»'  v:\*\i  hundred  dollars.  Whether  that  should  be  a  tax  on  com- 
.•"'  'litM'Honly  or  whether  it  should  includt*  other  ol)jefts  ami  also  serv- 

■  .  whi*th**r  it  ••lioiihl  be  a  tax  on  gross  turnover  (and,  correspond- 
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ingly,  where  that  is  not  applicable,  on  gross  income),  or  whether  it 
should  be  a  tax  confined  to  sales  to  the  ultimate  consumer  (in  which 
case  it  might  well  be  made  progressive  according  to  the  value  of  the 
article  purchased)  or  in  what  other  form  it  should  be  imposed,  is  a 
debatable  question  on  which  I  am  not  yet  prepared  to  express  a  fixed 
opinion. 

Nor,  indeed,  am  I  quite  prepared  as  yet  to  advocate  definitely  the 
enactment  of  a  sales  tax,  except  in  a  limited  sense. 

But  I  do  believe  the  result  of  a  tax  in  the  nature  of  a  sales  tax 
would  not  only  involve  no  burden  on  the  people,  but,  on  the  con- 
trary, there  would  ensue — provided  there  is  enacted  at  the  same  time 
a  revision  of  our  excessive  schedule  of  surtaxes  and  for  the  excess- 
profits  tax — a  great  reduction  in  the  cumulative'  percentages  with 
which  prices  are  now  "  loaded  "  to  meet  taxation.  Altogether,  I  feel 
certain  that  the  enactment  of  reasonable  instead  of  obnoxious  and  op- 
pressive taxes  would  lead  to  a  lowering  of  prices  all  around.  Com- 
petition would  see  to  that.  If,  contrary  to  expectation  and  prece- 
dent, competition  should  not  do  so,  other  agencies  are  available 
which  will. 

At  any  rate,  I  am  entirely  convinced  that  various  minor  taxes 
can  be  devised  on  nonnecessities — or  existing  taxes  of  that  nature 
strengthened — which  would  be  highly  productive  and  do  harm  to 
no  one. 

To  those  who  would  recoil  from  a  tax  to  which  the  facile  oppro- 
brium of  the  name  ''  consumption  tax  ''  may  be  attached,  I  would 
point  out  that  as  "  a  rose  by  any  other  name  would  smell  as  sweet,"  a 
tax  which  while  being  productive  of  large  revenue  does,  in  effect,  tend 
to  diminish  the  existing  burden  on  the  people  is  a  good  tax  by  what- 
ever name  it  is  called. 

I  share  the  view  of  Prof.  J.  S.  Adams  that — 

s 
The  putli  of  wisdom  I**  the  via  nuHlla  that  avoids  on  the  one  liaiid  the  impos- 
sible tlieory  that  all  eonsiimption  taxes  ;\vv  evil,  anil  on  the  t>ther  hand  the 
misleading;  counsels  of  those  who  hy  plaeinfr  all  taxes  on  the  ec»nsunier  \v<mlcl 
relieve  wealth  and  business  from  any  substantial  eontnbnth»n  to  the  State  whirh 
does  so  much  for  both. 

Fifth.  Inheritance  taxation  bv  the  Federal  (Jovernment  should  be 
made  to  cease,  it  seems  to  me,  as  soon  as  conditions  permit,  and  that 
source  of  revenue  left  for  the  use  of  the  States,  which  are  now  hard 
pressed  to  find  sources  of  revenue.  Incidentally,  inheritance  taxation 
should  be  imposed  not  on  the  estate  but  on  the  individual  recipient. 
Under  the  present  Federal  system  an  estate  beijueathed  to  one  de- 
scendant is  taxed  at  the  same  rate  as  an  estate  divided  amon^,  say* 
six  descendants.    That  is  manifestly  unfair  and  socially  undesirable. 

Sixth.  Consideration  should  be  given  to  the  question  whether  there 
should  not  be  a  revision  of  the  theory  of  taxation,  in  the  sense  of 
basing  it  not  merely  on  income  but  also  on  the  social  use  made  of 
income.  If  a  man  has  an  income  of,  say,  $200,000  and  spends  $50,000 
for  his  own  and  his  family  living  and  other  expenses,  and  saves — i.  e., 
directly  or  indirectly,  uses  constructively — the  remaining  $150,000,  he 
ought  to  be  subject  to  a  lesser  tax  than  the  man  equally  in  possession 
of  an  income  of  $200,000  who  spends  the  whole  or  larger  part  of  that 
sum  on  extravagant  living.  It  seems  to  me  worthy  of  careful 
thought  whether  a  sharply  marked  distinction  should  not  be  made 


RECONSTRUCTION  AND  PRODUCTION.  205 

between  such  portion  of  a  person's  income  as  is  used  constructively 
in  savings,  investments,  or  enterprise  and  such  portion  as  is  spent  on 
his  scale  of  living. 

Senator  Kenyok.  Should  a  line  of  demarkation  be  drawn  also 
lietween  earned  income  and  unearned  income  ? 

Mr.  Kahn.  That  is  a  much-debated  and  debatable  point.  At  fii'st 
blush  it  would  seem  that  it  ought  to  be  so  drawn.  I  tnink  when  you 
go  into  the  details  of  it  you  will  find  that  small  incomes  and  moderate 
incomes  ought  not  to  be  so  discriminated  against.  That  is,  a  vast 
number  of  people,  people  of  moderate  means,  who  live  on  unearned 
incomes,  whose  breadwinner  dies  or  has  become  incapacitated,  or 
l>*»ople  who  just  manage  to  live  on  what  they  have  accumulated  and 
pet  their  income  from  that,  should  not  be  discriminated  against. 
Manifestly,  it  would  not  be  right  to  discriminate  against  them  as  com- 
parwl  to  the  laborer  who  is  able  to  make  his  income  by  daily  work  or 
tlie  business  man  or  the  farmer.  So  I  think  when  you  come  to  the 
•luestion  of  discriminating  between  earned  and  unearned  income  it 
ran  only  be  applied  to  larger  incomes,  because  in  a  case  of  smaller 
.iiuJ  mo<lerate  incomes  you  woidd  impose  a  gi'eat  hardship  if  you 
•liil  it. 

In  theory  I  am  prepared  to  say  that  it  ought  to  be  so  applied,  but 
it  lias  been  found  in  England,  for  instance,  where  they  did  apply  that 
\\  >tem,  that  there  is  a  point  where  it  ceased  to  work. 

In  England,  if  I  remember  correctly,  a  differentiation  of  the  tax 
'■♦•tw-een  earned  and  unearned  income  stops  at  where  the  tax  reaches 
'*♦  ix»r  cent.  When  the  tax  reaches  30  per  cent  the  differentiation 
"tnps.  That  in  theory  is  just  where  it  ought  to  come  in.  But  expe- 
f  jt^ncf  has  shown  that  if  you  apply  it  below  that  percentage  you  hurt 
{•♦•ople  that  ought  not  to  be  hurt.  If  you  apply  it  above  that  per- 
^•nta^e,  it  becomes  so  excessive  that  it  ceases  to  produce  results.  It 
•-  a  sii!)ject  on  which  I  am  not  prepared  to  express  a  definite  opinion, 
•AM'pt  to  say  the  theory  of  it  is  right  and  the  application  of  it  is 
'♦TV  difficult.  Possibly,  if  the  experience  of  England  serves  as  a 
I'nuh,  it  is  not  workable  in  this  country. 

iVmiil  me  to  reiterate  that  in  emphasizing,  as  I  have  done,  the 

'  ire  which  our  taxaticm  system  has  had   m  bringing  about  the 

'r<uble<l  situation  that  your  committee  is  investigating  I  am  by  no 

'  *'\ns  (il)livious  of  the  other  factors  causative  of  that  sitiuition  and 

t'.lly  appre<*iate  that  every  effort  should  be  made  compatible  with 

•  -I*mi  to  mitiirate  their  effects.     I  shall  be  happy  to  answer  to  the 

--■  of  my  ability  any  questions  you  may  care  to  ask  me  bearing 

'  •  nnm,  «r«*n4»rally  or  specifically,  and  to  give  you  my  views  for  what 

*  .♦>  niny  Ik»  worth.     But  I  may  slate  as  a  general  proposition  that, 

•  tTi  from  what  I  have  ventured  to  point  out,  I  do  not  see  (what- 
"T  mi^ht  have  been  possible  by  wise  anticipation  and  appropriate 
»  *  Mft  nl  an  earlier  stage)  that  much  can  now  he  done  in  the  way  of 
'•  iii»»iiately  effective  measures  to  deal  with  the  difliculties  and  com- 
.  •  \.tif'^of  the  times. 

T.'i.*  rirad  of  recovery  from  the  appalling  shork  of  the  war,  pro- 

•  :r«-t|  l»y  much  after  pain,  is  ne<(\ssarily  slow  and  hard.     I  think 

nitin*  that  road  is  thrown  open  now  to  the  ordinary  travel  of 

'•mnkind  ami  the  more  it  is  freecl  from  burenticratic  impedimenta 

*  fn»m  governmental  interference,  except  from  purposes  of  po- 

■    .njr  and  traffic  n*guhiting,  the  !H»tter  it  will  \k\ 
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As  to  cures  for  the  ills  that  weigh  upon  us,  hard  work  stimulated 
by  appropriate  reward,  thrift,  self-restraint,  teamwork,  are  house- 
hold remedies  which  have  by  no  means  lost  their  virtue.  That  does 
not  mean  that  we  should  not  diligently  seek  and  open-mindedly  try 
new  remedies  which  justify  hope  of  relief.  But  abnormal  remedies, 
especially  when  too  quickly  applied  and  not  based  upon  very  thor- 
ough diagnosis,  are  rarely  effective  and  frequently  dangerous.  In  a 
situation  such  as  the  one  through  which  we  are  now  passing  there  Ls 
always  inherent  that  vicious  relationship  between  cause  and  effect 
which  arises  from  the  fact  that  an  abnormal  state  of  affairs  is  apt  to 
produce  abnormal  measures,  and  those  very  measures  are  apt  to 
produce  in  place  of  a  cure  for  "the  ills  we  have"  "others  that  we 
know  not  of." 

Senator  Kenyon.  I  would  like  to  ask  you  what  you  would  do  in 
the  formation  of  tax  measures  to  meet  the  situation  as  you  have  out- 
lined. But  you  have  stated,  I  think  in  your  statement,  that  you  were 
not  prepared  to  suggest  just  what  should  be  done  along  the  lines  of 
taxation  to  remedy  these  troubles.  You  would  repeal  the  excess- 
profit  tax.  Suppose  you  put  yourself  in  Congress,  suppose  you  were 
a  Member  of  Congress  now,  and  desire  to  help,  what  would  you  do  ? 

Mr.  Kahn.  If  I  were  a  Member  of  Congress,  Senator,  I  would 
say  this :  I  would  say  this  subject  is  one  of  such  vast  complexity 
and  there  are  so  many  diverse  opinions  and  so  many  conflicts  of  view 
held  upon  it  that  no  one  man,  no  single  organization,  no  one  section 
of  the  country,  no  le^slative  body  is  competent  to  devise  a  scheme 
except  in  the  way  which  I  have  repeatedly  suggested  and  which  was 
applied  with  very  beneficial  effect  in  the  case  of  the  Aldrich  Com- 
mission. 

That  is,  I  think  Congress  should  appoint  a  commission.  Congress 
should  appoint  it,  consisting  of  Senators,  Congressmen,  and  such 
outsiders  as  Congress  would  honor  with  its  confidence ;  and  that  com- 
mission, just  as  the  Aldrich  Commission  did  at  the  time  the  Federal 
reserve  reform  was  under  consideration,  that  commission  should  ap- 
ply itself  solely  and  exclusively  to  that  one  subject,  getting  their  in- 
formation from  all  sources  entitled  to  be  heard;  and  when  it  has 
done  that,  and  when  it  has  cleared  the  minds  of  its  own  members  by 
thorough  discussion,  leading  very  properly  to  a  consensiis  of  opinion, 
or  certainly  to  a  preponderating  view,  then  that  commission  should 
go  to  the  committees  of  Congress  and  should  say,  "  Now,  gentlemen, 
here  are  the  facts  which  we  have  ascertained.  Here  are  the  views 
w^hich  we  have  formed.  Now,  it  is  up  to  vou  to  do  with  those  facts 
or  with  tliose  views  what  you  think  best.'^  That  was  exactly  what 
was  done  by  the  Aldrich  Commission. 

I  am  a  banker  and  I  know  that  for  20  years  before  the  Aldrich 
Commission  went  into  action  we  bankers*  fooled  around  with  the 
problem  of  currency  reform.  We  all  knew  it  had  to  come  and  that 
it  was  urgently  needed.  The  people  wanted  it,  but  we  bankers^  who 
sui)p()sedly  knew  what  was  the  right  thing  to  do,  had  about  67  dif- 
ferent varieties  of  reform  in  our  mind  and  no  result  was  acconi- 
I)]ishe(l.  Resolutions  were  passed,  advice  was  showered  upon  Con- 
gress, and  we  had  gotten  nowhere,  until  Congress  took  the  matter  in 
its  own  hands,  not  by  referring  it  to  one  of  its  ordinary  standing  com- 
mittees, but  by  appointing  a  special  committee  to  deal  with  that  one 
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subject.  And  that  committee,  when  it  had  finally  presented  its  re- 
port, presented  a  report  so  absolutely  covering  the  subject  in  all  its 
phases  and  presenting  its  recommendations  so  entirely  convincing, 
tliiit  when  Congress,  in  1914,  came  to  deal  with  the  subject  all  it  had 
to  do  was  to  base  its  action  upon  the  report  of  that  committee.  It 
did  not  adopt  it  bodily,  but  it  followed  the  main  lines.  That  is  what 
1  would  do  here.  Except  to  the  extent  that  I  have  outlined  a  few  sug- 
jrestioiLs  for  tax  reform  I  should  not  think  any  man  should  arrogate 
to  himself  the  right  to  say,  "  I  think  tax  reform  ought  to  proceed  on 
such  and  such  lines."  I  think  he  can  say  that  the  excess-profits  tax 
in  its  present  shape  is  manifestly  unworkable  and  is  manifestly  un- 
fair and  its  enforcement  ought  not  to  be  continued.  There  is  a  con- 
census of  opinion  about  that,  but  that  does  not  mean  that  the  excess- 
profits  tax,  some  kind  of  an  excess-profits  tax,  ought  not  to  be  re- 
tained. Personally,  I  think  some  kind  of  an  excess-profits  tax  in 
some  shape  ought  to  be  retained. 

Senator  Kexyon.  Both  our  candidates  for  President  have  declared 
^irainst  the  present  excess- profits  tax. 

Mr.  Kahn.  Yes;  so  I  think  anyone  is  justified  in  saying  that  the 
present  excess-profits  tax  has  proved  to  be  an  abomination  and  ought 
to  be  abolished. 

.'^^nator  Kenyon.  And  probably  will  be  changed. 

Mr.  Kahn.  And  should  be  changed,  should  be  modified;  but  I  do 
not  think  any  man  should  assume  the  wisdom  and  the  knowledge  of 
making  the  recommendation. 

Senator  Kenton.  Were  there  Members  of  Congress  on  the  Aldrich 
Commission? 

Mr.  Kahn.  Yes.  There  were  Members  of  the  Senate,  and  I  think 
ihtre  were  Members  of  the  House,  too. 

St^nator  Kenyon.  The  difficulty  with  Members  of  Conpress  on 
these  commissions  is  that  they  do  not  seem  to  have  time.  There  are 
^>  many  things  to  do,  so  that  it  mije:ht  be  advisable  to  have  a  commis- 
sion that  did  not  have  Members  oi  Congress. 

Mr  Kahn.  The  question  is,  Would  a  commission  which  does  not 
Vive  the  Meml>ers  of  Congress  on  it,  have  the  same  knowledge  of 
what  is  advisable,  what  is  practical  and  advisable?  Such  a  com- 
TL'.-^ion  might  recommend  an  ideal  scheme,  and  yet  when  it  came  to 
c\in;5r»»ss  or  anyone  who  is  conversant  with  what  is  politically 
f^^sible.  they  would  have  been  warned  beforehand,  "  Xow,  gentlemen, 
•  l«»n'i  no  along  that  line.    Tt  can  not  be  done.    It  may  be  ideal,  but  it 

tn  not  l)e  done.    You  can  not  got  it  through  the  House." 

Th4n*fi>n»  I  think  it  woiihl  be  essential  for  the  working.-  of  sue h  a 
'onunittee  that  it  had  some  Members  of  the  Congress  and  Senate  on 
It.  I  should  think  that  such  a  commission,  with  the  preliminary 
■»'»rk  that  has  i)cen  accumulated  in  various  quarters,  ought  to  l>e 
«'»I#»  in  six  w«H»ks  to  get  at  all  the  facts  and  to  frame  a  report  within 
I  w^o  months. 

St-nator  Kr.NYiiN.  What  other  elements  besides  the  taxation  ques- 
•i*'n  enter  into  the  present  financial  situation?  Would  you  say  there 
T»  t«i  a  money  stringency  or  anything  like  it  now  ? 

Mr.  Kahn.  Xot  necessarily. 

.*N-nator  Kknton.  Outside  of  the  taxation  questicm,  what  else  enters 
•nto  iH     Have  foreign  loans  had  anything  to  do  with  it? 
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Mr.  Kahx.  Foreign  loans  are  merely  a  subdivision  of  the  general 
enormous' demand  for  reconstruction  purposes  which  follow  four  aii<l 
a  half  years  of  war. 

Senator  Kenyon.  How  much  has  been  loaned  to  foreign  countries 
by  the  banking  interests  oi  the  country ;  do  you  know  ? 

Mr.  Kahn.  Since  the  armistice  or  since  the  beginning  of  the  war? 

Senator  Kenyon.  Make  it  since  the  armistice. 

Mr.  Kahn.  Since  the  armistice  not  very  much. 

Senator  Kenyon.  Well,  before  the  armistice. 

Mr.  Kahn.  Leaving  out  governmental  loans,  directly  and  indi- 
rectly, in  the  way  of  loans  and  in  the  way  of  credits  and  in  the  way 
of  bankers'  acceptances,  I  should  make  a  rough  guess  of  $3,0<)0!- 
000,000. 

Senator  Kenyon.  That  includes  bonds  that  have  been  purchased  I 

Mr.  Kahn.  Yes;  that  includes  everything.  That  would  inclu*le 
loans,  acceptances,  credits,  credit  accommodations,  bond  issues.  It  is 
necessarily  only  a  guess,  but  I  should  think  that  would  be  a  fairly 
correct  guess. 

Senator  Kenyon.  Have  there  been  many  investments  for  enter- 
prises in  foreign  nations  by  capitalists  in  this  country  ? 

Mr.  Kahn.  There  have  been  enterprises,  but  not  of  very  great 
magnitude.  There  have  been  investments  but  not  of  very  great 
magnitude.  ^ 

Senator  Kenyon.  I  thought  I  saw  your  name  associated  with  some 
enterprise  the  other  day. 

Mr.  Kahn.  That  gives  me  an  occasion  to  deny  it.  There  was  not  a 
word  of  truth  in  it.  The  papers  said  that  I  w^as  connected  with  the 
purchase  of  a  champagne  business — the  business  of  Mumm  &  Co.  in 
Paris.  There  is  not  a  word  of  truth  in  it,  either  directly  or  indirectly. 
J  have  not  the  faintest  idea  how  the  report  originated. 

Senator  Kenyon.  These  investments  in  foreign  countries,  these 
loans,  have  entered  into  the  situation  to  a  considerable  extent,  have 
they  not? 

Mr.  Kahn.  To  a  minor  extent;  perhaps  more  sentimental  than 
actual.  They  have  perhaps  entered  more  in  this  way,  that  foreign 
countries  have  offered  very  high  rates,  very  high  rates,  indeed,  as  an 
inducement  to  attract  American  capital,  but  to  a  limited  extent. 
There  is  a  sentimental  relationship  between  what  one  borrower  is  will- 
ing to  pay  you  and  yvhut  you  are  willing  to  loan  to  another  borrower 
at  a  lesser  rate. 

The  Chairman.  Mr.  Kahn,  have  you  any  idea  of  the  value  of  Ameri- 
can securities  held  abroad  previous  to  1914? 

Mr.  Kahn.  That  was  very  exactly  figured  out  at  one  time.  I  have 
not  the  figure  in  my  memory  now,  but  that  figure  can  be  obtainea 
for  you,  based  upon  very  thorough  investigation.  Two  or  three  au- 
thorities compiled  the  necessary  details  and  reached  about  the  sanit) 
result.    And  if  you  wish  it,  I  can  get  it  for  you. 

The  Chairman.  I  would  thank  you  if  you  will  send  it  to  us. 

Mr.  Kahn.  There  is  especially  a  statement  made  by  Mr.  Loree^ 
j)resident  of  the  Delaware  &  Hudson,  who  investigated  it  very  thor- 
oughly, and  I  can  get  that  for  you. 

The  Chairman.  And  that  sum,  vast  as  it  undoubtedly  was,  has 
been  all  taken  over  by  America  since,  practically  all? 
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Mr.  Kahn.  Practically  all. 

i^enator  Kenyon.  Mr.  Kahn,  have  you  gone  into  the  airncuiiurai 
situation  of  the  country  as  bearing  on  this  general  question,  the  mattei 
of  long-term  loans  and  the  question  of  giving  the  farmers  long-term 
leases  t 

Mr.  Kahn.  I  have,  to  the  extent  that  it  is  possible  for  a  man  who  is 
iM  in  a  position  to  devote  very  much  time  to  that  subject  or  to  ac- 
<juaint  himself  by  a  personal  study  with  it.  I  have  in  a  general  way 
U'ml  to  keep  myself  posted  about  it.  It  is,  of  course,  an  exceedingly 
i/jiportant  and  exceedingly  interesting  subject. 

Senator  Kenyon.  Have  you.  Senator  Calder,  intended  to  call  any- 
one em  the  agricultural  question '{ 

Tlie  Chairman.  No;  we  have  not,  but  I  will  be  very  glad  to  do  it. 

Senator  Kenyon.  It  is  rather  basic  that  we  must  have  agricultural 
1'ri.sperity. 

Mr.  Kahn.  It  is  rather  basic;  but  I  do  not  think  as  much  has  been 
'!"ne  here  as  in  European  countries  to  bring  that  about. 

.**enator  Kenyon.  Are  you  familiar  with  what  has  been  done  in  a 
trnneral  way  in  the  European  countries? 

Mr.  Kahn.  I  am  familiar  particularly  with  the  mortgage  banks  in 
Kun>pean  countries  that  issue  long-term  loans;  not  the  present  Fed- 
♦*nl  farm  l<mn  hanks,  but  that  issue  Icmg-term  securities  and  sell  them 
i'»  the  public. 

.Vnator  Kenyon.  You  are  familiar  with  those  joint-stock  land 
i»'fiks  that  we  had  in  this  country? 

Mr.  Kahn.  Yes.    I  was  referring  to  the  Hypotheken  Bank. 

Sffiator  Kenyon.  Our  banks  in  this  coUntr}-  were  trying  to  follow 
Mirue  such  plan  as  that  with  these  joint-stock  land  banks.  These 
loans  now  are  apparently  held  up  on  account  of  legislation  in  Con- 
L^n*ss  and  contests  in  court. 

Mr.  Kahn.  There  seems  to  be  some  litigation  on  the  subject. 

Senator  Kenyon.  Isn't  it  necessary,  in  order  to  bring  about  real 
J  ri/55jH'rity  in  this  country,  that  some  real  system  l)e  devised  for  long- 
•*nn  loans  ^ 

Mr.  Kahn.  I  think  it  is  one  of  the  most  vital  necessities. 

Senator  Kenyon.  I  am  glad  to  hear  j'ou  say  that  because  it  seemed 
t"  me  that  that  was  so. 

Mr.  Kahn.  I  think  a  s^'stem  under  which  the  farmers  heretofore 
''«v«*  had  to  worry  along  with  their  monetary  arrangements  is 
'•'''Cether  objet  tionable  and  ought  to  be  remedied. 

Senator  Kenyon.  And  the  really,  practically  most  important  ques- 
"••n  in  this  country  is  the  question  oi  enough  to  eat  ( 

Mr.  Kahn.  I'ndoubtedly. 

^^^nator  Kenyon.  And  that  has  got  to  ccmie  from  the  farms;  and 
;  .»  farmers  to  produce  it  must  have  some  system  of  substantial  credit. 

Mr.  K%hn.  .Substantial  credit,  and  easily  and  smoothly  obtainable 

The  Chairman,  Does  the  farmer  have  difficulty  now  in  obtaining 
n."ney  to  move  his  crops? 

Mr.  Kahn.  Well,  not  more  now  than  formerly.  In  fact,  less  now 
t'uri  formerly.  But  I  think  it  gws  l)ey(m(l  that.  I  think  it  is  not 
•  Mr  »  i|tie«^tion  of  moving  the  crops,  of  giving  the  farmers  genenilly 
\\i»H^  money  facilities  which  he  needs  to  encourage  him  to  go  on  and 
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to  make  him  feel  easy  and  to  take  away  from  him  the  sense  of  griev- 
ance that  he  is  not  getting  his  money  as  easily  as  others  are  getting  it, 
when  his  industry  is  at  the  bottom  of  everything. 

Of  course,  the  farmer  is  not  concentrated  as  many  large  industries 
are  and  as  most  large  industries  are,  in  a  few  big  places  where  also 
the  mone}'  facilities  of  the  country  are  concentrated.  He  is  scattererl 
all  over  these  many,  many  millions  of  square  miles  of  territory  and 
i1  necessarily  is  not  as  easy  for  him  to  make  his  financial  arrange- 
ments  as  it  is  for  a  great  industry;  and  it  ought  to  be  made  a  good 
(leal  more  easy  for  him  than  it  has  l3een. 

Senator  Kenyon.  Our  farm-loan  banking  system  has  been  a  great 
help  to  the  farmer  ? 

Mr.  Kahn.  Yes ;  but  I  do  not  think  it  has  as  yet  produced  adequate 
results.  It  is  undoubtedly  a  step  in  the  right  direction,  but  I  do  not 
think  it  has  vet  gone  far  enough,  as  far  as  I  am  informed. 

Senator  Kenton.  Then  with  the  tenant  farmer  there  ou^ht  to  be 
some  system  to  encourage  them  and  long  terms  of  tenancy  if  we  are 
going  to  have  them  at  all. 

Mr.  Kaiin.  Certainly,  that  is  most  essential. 

Senator  Kenyon.  Those  questions  are  all  involved  in  the  general 
interesting  subject. 

Mr.  Kahn.  V ou  asked  me,  Senator  Calder,  the  other  day,  when 
we  talked  about  these  matters  informally,  whether  I  thought  it  would 
help  if  the  legal  rate  of  interest  was  raised  from  6  per  cent  to  a  higher 
rate,  and  also  whether  it  would  help  if  real  estate  in  New  York  was 
relieved  from  taxation.  If  you  wish  me  to,  I  will  be  glad  to  answer 
that. 

The  Chairman.  I  should  first  like  to  ask  you  this,  Mr.  Kahn:  In 
this  time,  wlien  it  is  difficult  to  obtain  money  for  mortgage  loans  here 
in  New  York,  do  you  think  it  would  be  wise  to  repeal  the  usury  laws? 
And,  if  we  did,  whether  that  would  bring  money  to  the  mortgage 
market. 

Mr.  Kahn.  I  would  not  be  in  favor  of  repealing  the  usury  law, 
because  then  the  sky  would  be* the  limit;  but  1  am  in  favor  of  recog- 
nizing actual  conditions.  The  usury  law,  when  the  rate  was  fixed 
at  6  per  cent,  was  based  upon  the  normal  conditions  then  prevailing. 
Now,  we  are  at  present  in  the  face  of  abnormal  conditions  and  we 
probably  shall  have  abnormal  conditions  for  some  time  longer,  I 
think  the  usury  law,  as  witli  every  law  which  deals  with  practical 
affairs,  ought  to  adjust  itself  to  the  conditions  it  has  to  meet.  Other- 
wise, it  will  either  become  a  bad  law  or  it  will  cease  to  function. 

In  the  mortgage  market  it  has  to  a  large  extent  ceased  to  function, 
and  I  think  the  usury  law  should  recognize  what  are  the  actual  facts 
of  the  present  situation  and  instead  of  the  lending  of  money  l)eing 
limited  to  a  return  of  6  per  cent  I  think  it  ought  to  be  limited — 
always  limited — to  a  return  of,  say,  7  or  7i  per  cent  for  a  definite 
period,  say,  for  two  years  or  three  years.  After  those  two  or  thnH* 
years  are  over  vou  can  then  see  whether  it  is  still  necessarv  to  con- 
tinue  the  higher  rate  of  interCvSt  which  would  be  authorized  to  meet 
the  present  emergency.  I  do  not  think  that  would  solve  the  question, 
but  I  think  it  would  help. 

The  Chairman.  Do  you  think  if  we  increased  the  legal  rate  of 
interest,  then,  to  7^  per  cent,  that  would  attract  additional  sums  into 
the  mortgage  market  ? 
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Mr.  Kahn.  I  think  it  would  attract  additional  funds,  yes;  not  to 
an  adeauate  extent,  but  it  will  be  one  thing  which  would  help. 

The  Chairman.  If  we  did  that,  wouldirt  it  immediately  mean  the 
readjustment  of  all  mortgage  loans  in  the  State  of  New  York? 

Mr.  Kahn.  If  that  were  the  necessary  sequence  of  that  law,  I 
\\mUl  still  do  it  in  order  to  meet  the  present  emergency.  But  I 
would  tiy  in  framing  the  law  to  avoid  that  being  a  necessary  se- 
'l'i»*iK-e.    I  would  get  my  legal  minds  to  work  to  see  whether  a  law 

•  III  not  l>e  devised  which  would  only  hold  gooil  for  such  loans  as 
•dTv  made  to  meet  the  present  situation  and  would  not  touch  existing 
io:iri^.   How  it  can  be  done  I  would  not  be  competent  to  say. 

The  Chairman.  I  see  the  point  you  make,  Mr.  Kahn,  and  I  know 
'i.ii  in  manv  places  to-day  higher  than  6  per  cent  is  being  obtained 
I  ou«»h  indii-ection.  For  instance,  a  man  tohl  me  the  otiier  day 
t'.af  u  loan  of  a  million  dollars  was  obtained  on  a  commercial  biiild- 
1' ::  lici-e  in  New  York  City,  and  all  the  person  received  was  $90(),<K)(). 
litTt*  was  a  bonus  of  10  per  cent,  and  the  mortgage  was  made  for 

*  \>  years.  It  really  meant  2  per  cent  for  each  of  the  five  years.  In 
aiM»fher  case  a  savings  bank  in  this  city — and  this  is  very  interesting, 
i-« aiise  the  savings  oanks  are  not  required  to  pay  any  tax  upon  the 
iH^ime  fi-om  mortgages — made  a  loan  of  a  hundred  thousand  dollars 

"I  A  piece  of  pioperty.  The  borrower  received  $50,000  in  cash  and 
^'»  '.<NN»  in  Liberty  bonds  at  par.    I  heanl  of  another  loan  of  $200,000, 

•  lere  the  borrov.er  was  required  to  take  all  in  Liberty  bonds.  That 
^- 1*^  u  Umus  of  about  15  per  cent.  You  see  the  vast  amount  of  mort- 
is i*»*s  here  are  made  for  a  limited  period,  from  one  to  five  years,  and 

*  wf  |iermitted  the  rate  to  be  raised  in  the  State  of  New  York  for 
v.r«^  years  within  that  period  practically  all  of  the  present  mort- 
r^,^  would  have  the  interest  raised.    I  understand  there  are  about 

*  Mi.iMHi.iKM)  worth  of  mortgages  on  real  estate  in  the  city  of  New 
'  Tk  alone  and  nearly  that  much  more  throughout  the  entire  State. 
i'  would  l>e  a  pretty  serious  matter  to  permit  the  interest  rate  on  all 

•'  rfiese  mortgages  to  be  increased. 

^i^  K  \iiN.  I  should  hope  that  a  way  could  be  found  to  avoid  thnt, 
1  vK  I  feel  that  a  law  which  limits  the  rate  that  can  be  charged 

*  '  :ii«*ney  to  a  price  that  is  clearlv  no  longer  in  accordance  with  the 

•  -TriiT  .situation  is  an  unsound  law  and  for  the  time  bein<3:  ought 

*  i»ruiirht   into  accord  with  existing  circumstances  ana  condi- 

•  '  -  yn»l  uugiit  to  be  applied  only  to  those  existing  circumstances 

•  »n>litions  to  the  extent  that  it  is  possible. 

i  i»*  Chairman.  The  men  interested  in  financing  mortgages  come 
•*-  iiFiil  tell  us  that  the  wav  to  solve  this  thing  is  to  exem])t  the 

.  !►•  'HI  mortgages  on  real  estate  from  lM)th  Federal  and  State 

MM'  tax«-j>, 
M«-   Kahn.  Well,  of  a)urse,  that  is  a  very  easy  remedy;  but  it  is 
r»  r  »*^l  v.    It  is  creating  another  evil.    It  is  offering  to  tax-dodtring 

til  further  inducement  and  further  opportunities,  and  T  think 

'  •••jj'ht  to  lie  resisted.    I  think  that  other  ways  are  open  to  deal 

•     thr  present  situation  to  the  extent  that  it  can  be  imniodiately 

•  with,  which  is  a  limited  extent;  but  nerscmally  I  shonhl  think 
"♦.njr  ^hich  further  enlargt\s  the  boundaries  of  capital  available 

•  man  who  is  not  willinp  to  pay  taxes  ought  to  be  resisted.     I 

•  it  !*»  again.«st  public  policy  to  further  extend  the  scope  of  tax- 
i  MM'urities. 
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The  Chairman.  Mr.  Kahn,  the  men  who  came  here  with  that  suir- 
gestion  did  not  do  it  in  the  interest  of  the  lender.  They  did  it  for  the 
borrower.  I  have  introduced  a  bill  that  permits  the  exemption  of 
the  income  on  $40,000  worth  of  mortgages  when  in  the  hands  of  an 
individual.  That  would  be  of  no  great  advantage  to  men  of  wealth. 
Individuals  all  over  the  country  with  small  savings  would  be  en- 
couraged to  put  their  money  into  the  mortgage  market,  and  at  the 
same  time  it  would  help  the  man  who  wants  to  build  or  buy  a  home. 

Mr.  Kahn.  Of  course,  that  would  be  relatively  harmless  in  that 
it  would  only  pertain  to  men  of  very  limited  income  and  not  to  the 
man  of  large  means;  and  to  that  extent  it  would,  of  course,  avoid 
much  of  the  criticism  which  I  have  expressed. 

The  Chairman.  I  realize  fully  the  criticism  you  make,  and  1 
doubt  very  much  if  Congress  would  ever  pass  a  bill  exempting  the 
income  of  all  mortgages  from  taxation,  because  that  would  be  invit- 
ing everybody  to  come  in  and  take  their  money  out  of  business  and 
put  it  into  something  that  would  be  working  for  them  and  they 
would  be  paying  no  taxes.  This  $40,000  exemption  bill  was  par- 
tinilarly  urged  by  the  Merchants'  Association  here  in  New  \ork 
City  and  by  a  very  great  many  people  interested  in  building  homes. 

Mr.  Kahn.  But  would  that  meet  the  situation  that  we  have  to  deal 
with  here  in  New  York,  for  instance?  Isn't  it  here  a  question  more 
of  tenements  and  apartment  houses  for  which  you  need  capital  of 
the  larger  investor  rather  than  of  individual  homes?  And  therefore, 
as  far  as  New  York  is  concerned,  would  an  exemption  of  $40»00() 
accomplish  your  purpose? 

Isn't  it  a  fact  that  you  need  for  your  situation  here  large  loans, 
and  isn't  it  a  fact  that  generally  speaking  the  mortgage  market  does 
not  appeal  to  the  smaller  investor?  It  never  has.  The  smaller 
investor  has  not  very  often  been  the  purveyor  of  mortgage  money. 
It  has  usuall}^  come  in  fairly  large  lots,  and  the  men  that  could 
afford  to  provide  money  in  large  quantities  or  in  considerable  quan- 
tities are,  of  course,  absolutely  prevented  from  the  existing  taxation 
system  from  putting  that  money  into  mortgages. 
'  The  Chairman.  That  is  true  to  some  extent,  but  I  have  in  mind  a 
case  now.  A  man  came  to  see  me  the  other  day  who  was  building 
40  houses  upon  which  he  hoped  to  place  a  mortgage  of  $7,500  eavh. 
Each  house  is  intended  for  two  families.  He  finds  difficulty  in  get- 
ting tlie  money.  He  informed  me  that  he  could  secure  the  loans  if 
he  paid  a  bonus  of  10  per  cent.  He  could  not  afford  to  pay  this  sum, 
for  it  would  mean  $750  on  each  house,  and  as  he  only  anticipated  a 
profit  of  $1,200  on  each  house  it  was  out  of  the  question.  If  a  prin- 
cipal sum  of  $40,000  was  exempted,  it  would  be  possible  to  obtain  the 
mortgaires  from  individuals  without  difficulty.  The  mortgage  com- 
panies tell  me  that  during  the  past  six  months  a  very  large  number 
of  mortgajies  are  being  called  in  and  the  money  received  invested!  in 
tax-exem|jt  securities. 

The  other  day  Mr.  Stabler,  the  comptroller  of  the  Metropolitan 
Life  Insuranc  Co.,  stated  here  that  during  the  first  six  months  of 
this  year  the  savings  banks  of  the  Boroughs  of  the  Bronx  and  Man- 
hattan, of  this  city,  had  obtained  from  individuals  by  assicrnment 
over  $'28,000,000  worth  of  mortgages,  the  income  from  which  was 
taxable,  which  became  immediatelv  nontaxable  in  the  ham^s  of  the 
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savings  banks.  And  in  many  cases  tlie  savings  banks  assigned  to 
these  people  their  tax-exempt  securities  in  exchange  for  their  mort- 
^gi^.  You  know  how  that  is  done,  of  course;  how  an  individual 
obtains  tax-exempt  securities  for  taxable  securities  which  are  tax- 
exempt  in  the  hands  of  the  savings  banks. 

Mr.  Kahk.  As  I  said,  Senator,  if  you  limit  the  tax  exemption  to 
^0,000, 1  think  the  criticism  which  I  have  expressed  as  to  the  larger 
(onsequenees  of  any  such  exemption  would  fall  to  the  ground,  be- 
( Huse  that  means  that  you  would  limit  the  tax  exemption  to  incomes 
of  $2,400. 

Senator  Kenton.  How  do  the  conditions  now  compare  with  the 
conditions  after  the  Civil  War,  financially? 

ilr.  Kahn.  I  am  trying  to  think  of  some  one,  Senator,  who  wrote 
iiK*  the  other  day  saying  that  he  was  engaged  in  making  a  report  of 
pivsent  conditions  as  compared  to  conditions  after  the  Civil  War, 
aihl  that  the  more  he  looked  into  it  the  more  he  was  surprised  in 
^^'♦.'ing  how  remarkably  similar  the  situation  was  in  many  features 
which  he  had  not  realized  l)efore  he  did  look  into  it  very  closely.  I 
nnicml)er  now.  It  is  the  Harvard  committee  on  economic  research, 
which  is  making  a  study  of  this  subject. 

Senator  Kknyon.  I  think  it  wx)uld  be  an  interesting  thing  for  us 
i<i  have  that  report. 

Mr.  Kahn.  I  am  not  prepared  to  state  exactly  what  the  contents 
'»f  the  rejwrt  were. 

Senator  Kenton.  Speaking  about  Liberty  bonds,  there  is  a  good 
"••:il  of  dissatisfaction  in  the  country  in  connection  with  the  Liberty 
'H>nils,  the  Government  taking  the  money  and  then  the  bonds  going 
•)own.    Have  vou  any  practical  idea  as  to  how  that  can  be  remedied? 

Mr.  Kahn.  1  am  afraid  not,  Senator. 

Senator  Kenton.  I  saw  a  suggestion  made  the  other  day.  It  seems 
i>  me  it  was  from  some  presidential  candidate.  I  do  not  remember 
'■'.•»  it  was,  there  are  so  many  of  them.  His  idea  was  to  issue  new 
•^•nds,  taking  up  all  of  these  bonds  and  issuinp  new  lK)n(ls  at  a  higher 
r  .i»*  of  interet-t.     Would  that  be  a  feasible  thing? 

Mr.  Kahn.  I  think  it  would  not  be  a  desirable  thing.     A  sugges- 

•  -n  has  l)een  made,  and  possibly,  without  committing  myself  to  it, 
t  miijht  show  a  way  out.     The  suggestion  has  been  made  that  in 

•  '.junrtion  with  the  revision  of  our  whole  taxation  structure  there 
•I'wM  lie  a  refunding  and  a  consolidating  of  the  entire  Government 

•  ♦!  and  it*  repayment  within  a  certain  specified  length  of  time,  say, 
*'  .'i.mh  each  year.     It  might  be  feasil)le  in  conjunction  with  that 

jiN-vtod  revision  of  taxation  and  in  conj miction  with  the  provision 

•.  '-inking  fund  to  accomplish  something  wliich  would  en:il)h*  such 

♦    jHTation  to  be  carried  out.     But  it  is  a  very  formiJMl'h*  uiider- 

•  H.ri::.     It  would  involve  tremeTnlous  financial  rrndjiistmcnt,  \\U'\  I 
•■  i.oi  rt'rtain  that  anvtliinir  <'an  l)C  done  more  thnii  to  let  nahire 

•  •••  :tH  ro!irs'».     Within  an  lunlue  course  of  time  tlic  cri' lit  of  the 
'  ?•  I  Slates  will   again  be  somewhere  near  where  it   use  1   t  »  i»e. 

'  "il.er  anything  can  be  done  except  minor  measures,  su(  h  as  the 
■  ••ni!;i»nt  is  now  aj)j>lyinir,  I  inn  not  pi-epare^l  to  say  now.  I^it 
'i.»rMr«;  iriinor  measures  outrlit   to  he  deNiMMl.  h«»e;nis"  tlie  peoDh* 

■  jht  tlie>e  iKinds  in  trood  faith,  relyinir  upon  the  representations 
♦   to  iheni  at  the  time.     They  paid  for  them,  and  n«>\v  thi\v  :ire 
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selling  at  a  great  loss.  The  position  of  these  small  people  is  one  that 
is  entitled  to  very  serious  consideration  and  to  every  assistance  that 
can  be  given.    In  various  small  ways  things  can  be  done. 

Senator  Kenton.  Could  the  Government  refund  the  smaller  bonds 
under  certain  denominations?  I  do  not  know.  I  am  just  fishing  on 
it.    I  have  not  been  able  to  w^ork  out  anji^hing  in  my  own  mind. 

Mr.  Kahn.  I  have  not  either,  Senator. 

Senator  Kenton.  I  know  it  is  producing  a  good  deal  of  dissatis- 
faction in  the  country. 

Mr.  Kahn.  Justifiably  so.  And  I  think  it  is  a  thing  which  ought 
to  be  very  carefully  studied  by  competent  people.  I  wonder  whether^ 
since  we  are  talking  now  on  more  or  less  general  subjects,  whether  it 
would  not  be  practical  to  follow,  for  instance  in  relation  to  the  ques- 
tion you  asked  me,  the  procedure  which  is  the  usual  procedure  in 
England  and  is  very  effective,  that  when  a  question  like  this  comes 
up,  where  a  legislator  can  not  possibly  out  of  his  own  mind  evolve 
an  answer,  who  can  not  possibly  give  it  the  time,  nor  ever  a  legisla- 
tive committee  can  possibly  give  it  the  time  to  get  all  the  facts 
together,  technical  facts,  and  put  them — and  to  think  them  out  to 
their  final  conclusion  and  to  appraise  the  consequences  of  their  ac- 
tions which  they  might  take,  whether  it  would  not  be  well  in  such  a 
case  to  call  up  half  a  dozen  men  who  are  familiar,  whose  business  it 
is  to  be  familiar  with  these  questions,  and  say  to  them,  "  Here  is  the 
problem  before  us.  No^',  you  get  together :  gather  the  facts ;  get  the 
information;  clear  your  own  minds  and  make  us  a  recommendation. 
We  may  accept  it  or  we  may  not  accept  it,  but  we  want  to  know  what 
the  most  competent  minds  can  give  us  on  that  subject." 

That  as  I  say  is  being  done  habitually  and  traditionally  in  England* 
Here  it  has  generally  not  been  done,  because  there  has  been  a  great 
prejudice  on  the  part  of  Congress  to  calling  upon  outsiders  for 
opinions  and  advice  and  to  an  extent  the  suspicion  on  the  part  of 
Congress,  which  suspicion  I  regret  to  say  in  the  past  has  had  per- 
haps, all  through,  much  justification  in  some  instances.  But  I  am 
equally  satisfied  that  if  now  in  any  question  relating  to  business, 
Conirress  would  honor  business  men  with  its  confidence,  and  sav  to 
them,  "  Now,  this  is  the  problem,  abstract  or  concrete,  that  we  are 
called  upon  to  deal  with.  AVe  desifrnate  you  to  investigate,  to  give 
us  your  own  mind  and  the  mind  of  others  on  the  subject.  We  nuiy 
accept  or  we  may  disregard  your  conclusions,  but  we  want  your 
honest,  disinterested,  unselfish,  patriotic  advice," 

Senator  Kenyox.  I  think  that  is  what  this  committee  is  trying  to 
do.    That  is  the  very  purpose  of  this  committee. 

The  (^HAiRMAN.  Why,  yes. 

Mr.  Kahn.  Yes;  but  this  committee  is  giving  its  own  time  and  I 
know  how  pressed  the  time  of  legislators  is.  This  committee  is 
giving  its  own  time  to  it,  and  it  is  a  tremendous  burden  in  addition 
to  all  of  the  other  things  which  Congress  has  to  do,  to  compel  it,  in 
its  vacation,  to  travel  around  the  country  and  hear  these  things. 
It  seems  to  me  it  might  be  very  well  to  delegate  certain  specific  ques- 
tions to  certain  specific  people  and  appeal  to  the  honor  and  the 
patriotism  and  the  decency  of  those  people,  to  live  up  to  the  trust 
which  Congress  reposes  in  them;  and  I  am  personally  satisfied  that 
thev  would  so  live  up  to  it. 
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The  Chairman.  Mr.  Kahn,  in  the  past  it  has  been  the  practice 
for  Congress  to  follow  the  recommendation  of  the  administration, 
hut  I  am  sure  your  suggestion  would  find  favor  and  I  am  heartily 
for  it. 

Mr.  Kahn.  If  the  initiation  of  all  these  matters  and  the  prime 
res|)onsibility  for  them  is  with  Congress  and  to  the  executives ;  and 
jTobably  Congress  would  pay  more  attention  to  a  committee  which 
o^^es  its  origin  and  its  allegiance  to  it  rather  than  to  an  adminis- 
trative bodv. 

Senator  Kknyon.  Do  you  know  in  a  general  way  what  the  British 

<  Government  is  doing  on  these  reconstruction  proolems — how  many 

<  ninniittees  they  have,  and  how  long  they  have  been  working  at  it  i 

Mr.  Kahn.  The  British  Government  started  doing  it  in  the  midst 
of  the  war,  and  appointed  numerous  committees,  partly  composed  of 
nirnibers  of  Parliament  and  irnrtly  of  outsiders,  generally  mixed 

•  oiumissions  headed  by  a  member  of  Parliament  as  chairman,  with 
a  riomneml)er  as  vice  chairman,  and  delegated  to  these  various  com- 
rjjittws  specific  problems  on  which  they  were  to  advise;  never  to  act, 
••nly  to  advise.  I  should  say  that  hundreds  of  such  commissions  have 
■•••»'U  at  work  during  the  war  and  since  the  war  and  are  at  work  now, 
^Mih  the  result,  as  we  all  know,  that  the  recovery  of  Great  Britain 
frnm  the  effects  of  the  war  has  been  nothing  short  of  marvelous, 
•"fiMdering  how  deeply  they  were  hurt  during  the  war. 

N*nator  Kenyon.  They  prepared  during  tlxe  war  and  we  waited 
Ml!  after. 
Mr.  Kahn.  They  prepared  during  the  war.     They  had  during  the 

•  .ir  at  work  what  I  nave  in  vain  urged  here.  They  had  an  economic 
jrieral  blaff,  just  as  they  had  a  general  staff  of  the  army  and  navy. 
iiity  had  an  economic  general  staff,  and  that  staff  certified  to  the 
'  n:.Htry.  for  instance,  ''We  want  advice  on  such  a  matter.''  "Get 
f  fnmi  the  l>est  minds  available,''  and  the  best  minds  available  were 
*•  .:rlit  and  their  advice  was  obtained.     That  is  what  we  should  have 

»  1      \\\*  did  not  have  it,  but  I  think  it  is  not  too  late. 

Ih^-  Chairman.  I  think  that  is  exacth^  true. 

Mr.  Miij'kr.  Mr.  Kuhn.  you  notice  in  the  newspapers,  perhaps,  in 

♦  vari<Mis  publications  from  day  to  day,  a  plan  of  the  cities  loaning 
*\  nrv  for  housing.     That  is,  in  the  New  "i  ork  papers  and  the  C^hi- 

L'»  pii|H*rs  and  all  the  papers  throuirhout  the  country.  If  the 
^' i!*-^  or  citi«*s  loan  money  to  the  iH»ople  to  build  houses,  thfit  will 
'  --i  the  market  with  more  tax-exempt  securities,  will  it  not  < 

Mr.  Kahn.  Yes. 

y.r  Mii.uK.  An<l  it  is  e<*onomically  unsoimd.     But  yet  the  demand 

-  It.  a>  iudirated  liv  the  publications  all  over  the  country,  sccnis  to 

•  irrt.w'inir.  and  it  woidd  W  very  desirable  to  have*  an  econoniically 

'I  Alt»*rnative  to  prop<>s4».     Have  you  any  idea  of  an  economically 

•  « *l  .^Iteniiiti\e  or  in  what  <lirection  we  could  look  for  tlu»  discovery 
'  •'.  h  an  alternative^ 

^Ir.  Kahn.  I  have  no  economically  sound  alternative  which  will 

I  !'•<•  immediate  results.     You  are  dealing  with  an  emergency. 

:  4n*  dealing  with  the  immediate  needs  of  millions  of  people,  and 

■    '  *mic  >oun<lnei«  must  be  subordinated  to  the  immediate  necessities 

'  ".*•  «*a^.    I  Iwlieve  that  if  it  is  found  that  lending  money  by  these 

miinities  for  the  purpose  of  stimulating  others  to  build  houses 
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should  have  that  effect,  the  community  ou^ht  to  do  it.  The  com- 
munity ought  not  to  do  it  itself,  but  it  lending  money  by  the  com- 
munity or  the  State  for  the  purpose  of  stimulating  others  to  build 
houses  will  produce  good  results,  and  nothing  else  will,  then  I  should 
say  go  ahead  and  do  it,  notwithstanding  the  economic  unsoundness 
involved. 

Senator  Kenyon.  Yet  wouldn't  it  be  a  little  less  unsound  if  tax 
exemptions  were  given  for  limited  holdings  of  mortgages  ? 

Mr.  Kahn.  Oh,  yes. 

Senator  Kenyon.  Or  if  some  tax  exemption  were  given  to  proposed 
home  loan  banks? 

Mr.  Kahn.  Oh,  very  much.  It  would  be  very  much  less  objec- 
tionable, because  jo\x  would  not  be  enlarging  the  scope  of  the  existing 
tax-exempt  securities.  You  would  simply  take  advantage  of  existing 
tax  exemptions  to  finance  certain  things  which  are  urgently  and  im- 
mediately required.  You  would  not  get  the  States  or  the  cities  in 
directly  the  scheme  of  building  houses  on  the  one  hand,  nor  on  the 
other  hand  would  you  directly  exempt  from  taxes  the  man  who  builds 
houses.  But  you  would  use  the  machinery  which  exists ;  and  whether 
economically  sound  or  unsound  in  its  operation,  you  would  use  it  to 
help  you  over  an  immediate  necessity.  I  would  not  be  prepared  to 
say  that  it  is  not  wise.    I  rather  think  it  would  be  wise. 

xMr.  M1LI.ER.  The  English  Government  now  pays  the  builder  a  sub- 
sidy of  £70  per  room  (about  25  per  cent  of  cost). 

Air.  Kahn.  I  am  sure  that  is  not  needed  here.  I  am  not  sure 
whether  it  is  needed  in  England,  but  I  am  quite  sure  it  is  not  needed 
here,  I  think  all  that  is  needed  here  is  to  enable  the  builder  to  get 
his  money,  to  get  the  flow  of  capital,  to  set  the  flow  of  capital  in 
motion  again  which  is  now  clogged  and  dammed;  set  it  in  motion 
again,  and  if  it  can  not  be  set  in  motion  under  the  existing  circum- 
stances quickly  enough  by  private  enterprise,  I  do  believe  that  it  is 
up  to  the  States  and  the  cities  to  see  that  the  means  are  forthcoming, 
it  there  is  no  other  way. 

The  Chairman.  Thank  you,  Mr.  Kahn. 

(Whereupon,  at  12.05  p.  m.,  the  committee  took  a  recess  until  2 
p.  m.) 

after  recess. 

(At  2  o'clock  p.  m.  the  comniittoo  roassrmblod  pursuant  to  taking 
of  recess.) 

STATEMENT  OF  ME.  CLYDE  B.  AITCHISON,  COMMISSIONEE,  INTEK- 

STATE  COMMEECE  COMMISSION. 

The  Chairman.  The  season  durin«r  wliich  construction  work  can 
be  carried  on  is  fast  slipping  away.  There  is  a  great  housing  short- 
aire  throuffliout  the  land  and  in  almost  everv  citv  and  town  one  or 
more  committees  are  earnestly  attempting  to  solve  tlie  problem. 
Witli  this  nation-wide  shortiiire  of  housimr  on  one  hand,  which  is 
threatening  the  well-being  of  our  people,  we  have  on  the  other 
hand  land  and  raw  materials  in  plenty.  The  possessors  of  the  land 
and  raw  materials  are  anxious  to  sell  them,  while  the  citizens  are 
willing  to  pay  high  rentals  to  cover  their  purchase,  antl  yet  buildings 
are  not  being  constructed.  This  committee  has  been  informed  by 
experts  that  the  cost  of  construction  could  be  reduced  from  20  to  .'Vo 
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f?r  cent  if  there  were  adequate  transportation  of  building  materials, 
ninsportation,  in  fact,  is  the  principal  element  entering  into  the  cost 
of  building  materials.  The  other  elements  are  those  of  fuel  and 
labor  and  the  cost  of  fuel  is  affected  by  transportation.  Coal,  which 
in  past  years  cost  lime  burners  85  cents  has  recently  been  costing  them 
from  $12  to  $14. 

At  the  beginning  of  the  World  War  the  transportation  of  build- 
injr  materials  was  curtailed  by  Judge  Lovett's  priority  order  No.  2. 
This  order  was  later  reinforced  by  heavier  increase  in  freight  rates 
on  building  materials  than  that  placed  on  other  commodities.  It  is 
noM  jiroposed  to  increase  all  commodities  horizontally,  although  the 
'onimission  in  its  findings  on  rates  has  suggested  to  the  railroads  the 
importance  of  relieving  the  building  industry  from  hardship  in  this 
ivirard. 

The  situation  in  which  the  building  industry  finds  itself  seems  to  be 
«lue  to  a  series  of  governmental  interferences.  Relief  seems  to  be  im- 
I  fiR'iible  by  municipal  or  State  action,  and  it  will  probably  be  impos- 
Mlile  to  ere<'t  houses,  the  rentals  of  which  will  be  within  the  means 
•*f  i^iilinary  workers  until  building  materials  can  be  transported  regu- 
larly and  at  moderate  rates. 

This  committee  was  authorized  by  the  United  States  Senate  to 
nrunimend  measures  which  might  bring  about  cooperation  between 
tlie  pei-sons  engaged  in  transportation,  banking,  etc.,  with  those  en- 
ir.tiri»l  in  building,  so  that  construction  work  of  all  kinds  may  be  fos- 
t»re<l  and  encouraged. 

Tlie  Interstate  Commerce  Commission  gave  the  building  indus- 
try d  hearing  on  the  8th,  9th,  and  10th  of  July  in  its  petition  for 
nlief  from  some  of  the  provisions  of  service  order  No.  7,  It  is 
tfjp  Iw-lief  of  many  of  those  engaged  in  the  building  industry  that 
thf  series  of  priority  orders  designed  to  relieve  the  domestic  short- 
age of  coal  have  not  brought  about  such  relief,  but  that  they  have 
'♦i*n  ummI  f(ir  profiteering  and  the  export  of  coal,  and  that  the 
•^»r.tinue<l  railroad  congestion  is  the  cause  of  the  present  high  price 
•'f  coal,  for  the  absorption  of  credit,  for  the  idleness  of  labor,  for  the 
-J«iJttinsr  down  of  plants,  and  for  the  curtailment  of  construction,  all 
"f  which  must  ultimately  be  reflected  in  the  higher  cost  of  living  and 
l.'^rher  rentals. 

As  there  is  much  confusion  in  the  public  mind  regarding  these 
/.''ority  onlers,  may  we  ask  you  to  explain  the  nature  and  purpose  of 
tis- •^»  orders  commencing  with  No.  1  and  continuing  through  to  No.  11. 

The  fart  that  you  were  intimately  connected  with  these  priority 
'  l^r>  has  prompted  the  committee  to  ask  you  to  come  here.  You 
'  ni»  ver\'  kindly  done  so  and  we  are  very  glad  vou  did  because  we 

•  .fit  t'>  f».*<*<*ine  ac(|uaintcd  with  you  luid  the  work  you  are  doing.  I 
f »  coiner  to  re<|uest  Senator  Kenyon  to  ask  you  some  questions.  But 
•-t,  I  would  like  to  inquire,  in  view  of  the  ccmfusion  in  the  public 

■ '  r.il  regarding  these  priority  orders  as  issued  by  the  commission  of 
"**•.  if  you  will,  as  briefly  as  is  convenient  for  you,  explain  just  what 

*  "« «^>ni.'iin»»<l  in  orders  Nos.  1  to  11. 

Mr.  AiTcniM»x.  I  will  be  very  glad  to  do  so,  but  T  may  say  that 

•ir  question,  or  rather  your  statement,  contains  some  statements  to 

'*.i''h  I  wf)ulci  have  to  take  exception.    It  may  be  that  it  will  be  de- 

•'■'•|**1  by  Senator  Kenyoifs  examination.     For  instance,  with  re- 

-'•'t  to  the  commission  having  made  a  horizontal  increase.    I  think 

'•  .!  ought  to  be  subject  to  some  correction. 
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The  Chairman.  I  do  not  think  I  said  that.    I  said  here : 

At  the  beginning  of  the  World  War  the  trunsiKirtatlun  of  l)uiUllug  mateiiflls 
was  curtailed  by  Judge  Lovett*s  priority  order  No.  2.  This  order,  was  later 
reinforced  by  a  heavier  increase  in  freight  rates  on  buUdlng  nmterials  than 
that  placed  on  other  commodities.  It  Is  now  proposed  to  Increase  all  comuuHii- 
ties  horizontally. 

And  SO  forth. 

Mr.  AiTCHisoN.  Well,  I  do  not  take  it  as  being  a  horizontal  in- 
crease; but  that  is  perhaps  a  matter  of  definition,  Senator. 

Senator  Kenyon.  May  we  find  out  when  the  commission  com- 
menced making  these  priority  orders  ? 

Mr.  AiTCHisc^N.  Perhaps  Thad  better  explain  the  conmiission's  con« 
nection  with  the  car-shortage  problem  in  a  little  bit  of  a  historical 
way,  if  I  may. 

The  transportation  act  became  effective  but  a  very  l)rief  time  be- 
fore the  railroads  were  returned  to  their.owners  March  1,  1920,  when 
Federal  control  ceased.  The  transportation  act,  amending  the  act  to 
regulate  commerce  and  creating  an  interstate  commerce  act  out  of  it^ 
cast  very  enlarged  powers  and  responsibilities  upon  the  commission^ 
not  alone  with  respect  to  car  service,  but,  in  addition,  with  respect  to 
the  financing  of  the  carriers,  the  control  of  their  secuHties,  the  ad- 
ministration of  very  large  funds  intended  to  be  used  as  loans  and  with 
respect  to  the  guaranty  made  during  the  six  months  period. 

Immediately  upon  the  conference  report  upon  Esch-(\immins  bill 
being  made  to  the  Senate  and  the  House,  the  Interstate  CommeiTe 
Commission  commenced  with  vigor  the  reorganization  which  was 
necessary  to  enable  it  to  carry  out  what  would  doubtless  be  the  dutie.s^ 
cast  upon  it  by  the  new  act. 

It  is  obvious  that  these  duties  were  many  and  important,  and  it  was 
difiicult  to  single  out  any  one  of  them  as  being  of  transcendent  im- 
portance. The  car-service  work  at  that  time  was  handled  by  a  special 
committee  of  the  commission.  In  the  reorganization,  a  Bureau  of 
Service  was  created.  It  had  to  be  organized  as  a  branch  of  the  com- 
mission's activities,  and  I  happend  to  be  the  member  of  the  commis- 
sion through  whom  that  bureau  reports  to  the  commission.  For  the 
purpose  of  getting  more  speedy  action  upon  these  service  matters  than 
we  could  if  we  were  obliged  to  ask  the  commission's  action  upon  all 
them,  we  created  a  special  division  of  the  commission,  under  powers 
given  by  the  law,  known  as  Division  5,  consisting  of  the  chairman, 
Commissioner  Clark,  Commissioner  Potter,  and  m3\self. 

The  situation  at  the  termination  of  Federal  control  was  not  of  the 
emergency  character  which  shortly  afterwards  developed.  By  the 
middle  or  April  there  developed  a  serious  strike  of  switchmen  at  im- 
portant gateways  in  the  country.  That  was  aggravated  in  its  effect 
by  other  strikes  in  New  York  Harbor  of  the  Marine  workers,  clerical 
workers  in  the  South,  and  elsewhere.  From  that  time  until  the  pres- 
ent, the  labor  situation  has  not  been  normal.  I  will  go  into  that  a 
little  later  if  I  may.  The  situation  got  to  be  so  bad  that  within  a 
couple  of  days  after  the  reorganiaztion  of  the  commisison  had  been 
perfected,  I  Being  charged  with  the  responsibility  for  the  immediate 
handling  of  this  work,  I  addressed  a  communication  to  Mr.  K.  H. 
Aishton,  as  president  of  the  American  Railroad  Association,  asking 
his  definite  advice  as  to  how  he  proposed  to  be  able  to  handle  certain 
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important  traffic,  and  saying  that  I  felt  that  it  was  my  duty  to  come 
forward  to  the  comniission  with  some  appropriate  recommendation 
for  the  exercise  of  the  mandatory  powers  under  the  law  conferred 
upon  the  commission,  in  the  event  he  was  unable  to  give  me  assurances 
which  I  thought  necessary. 

Within  a  few  days  afterwards  the  leading  carriers  of  the  country 
filed  with  the  commission  a  formal  petition  in  which  they  recited 
their  urgent  need  for  additional  freight  cars  and  locomotives ;  that 
there  was  no  immediate  opportunity  to  procure  the  same  in  time  to 
be  available  during  the  present  emergency;  and  that  relief  in  the 
movement  of  the  commodities  most  essential  at  the  then  present  time, 
namely,  foodstuffs,  perishable  products,  live  stock,  coal,  and  news- 
print paper,  and  so  on,  could  only  be  afforded  by  the  current  daily 
use  and  movement,  in  the  most  effective  manner,  of  the  existing 
Hjuipment.  They  recited  that  it  would  require  many  months  to  pro- 
vide the  needed  additions  to  equipment  and  a  much  larger  outlay 
than  the  carriers  were  then  able  to  provide.  They  showed  what  we 
knew — that  there  was  an  enormous  volume  of  traffic  of  all  kinds 
^waiting  movement ;  that  a  considerable  portion  of  the  agricultural 
prcKlucts  in  tlie  year  1919  remained  yet  to  oe  moved  and  that  the  new 
orop  of  the  present  year  would  in  all  certitude  begin  to  move  or  be 
offered  for  shipment  soon ;  that  there  was  general  need  in  almost  all 
se<tions  of  the  country  for  the  movement  of  coal  for  current  pur- 
jxjses  and  also  for  the  accumulation  of  necessary  stores  and  resources 
for  the  coming  winter,  especially  to  the  upper  Lake  ports  before  the 
<'\iyse  of  navigation.  They  recited  the  labor  situation  and  that  it 
abided  to  the  difficulty  of  maintaining:  full  operation  of  the  railroads 
and  contributed  to  the  growing  puolic  distress  on  account  of  the 
delay  in  tlie  movement  of  necessary  products  and  the  raw  materials 
for  the  commerce  of  the  country. 

The  petition  recited  that  these  conditions  promised  to  continue  for 
N»me  period  of  time,  and  the  public  interest  required  and  the  car- 
riers were  entitled  to  ask  the  exercise  of  the  emergency  powers 
trranted  to  the  commission  by  the  transportation  act,  1920,  with  re- 
-{HN't  to  the  giving,  fii-st,  of  priority  and  preference  in  movement  of 
ii»^-essary  food,  fuel,  and  other  vital  commodities;  second,  the  re- 
j'»<*ation*of  empty  equipment;  third,  the  necessary  postponement  and 
i-lay  of  loading  or  movement  of  other  less  important  commodities 
ar.«rfor  the  reduction  of  existing  passenger  service  as  far  as  might 
'-  ntHvssary:  and,  fifth,  that  to  the  extent  the  commission  might 
ri!id  il  necessary  to  accomplish  these  purposes,  which  I  may  sav  were 
•'•viously  national  in  character,  the  carriers  might  be  relieyea  from 
i*if  of'eration  of  Federal  and  State  laws  and  orders  recognized  dur- 
iK^^  ordinary  transportation  conditions,  and  protecting  the  carriers 
t»  the  extent  that  might  ire  necessary  4n  their  carn^ing  out  the  emer- 
;r^Tiry  oniers  and  directions  of  the  commission.  They  tendered  their 
r»^^»nls  and  their  cooperation. 

The  commission,  after  considering  the  petition  in  the  light  of  the 
f-i  ts  known  to  it,  determined  that  there  was  occasion  for  the  exer- 
'  iM*  immediately  of  the  full  emergency  powers  granted  by  the  trans- 
I*>rtation  act,  and  that  these  powers  should  be  exercised  without  the 
'■•»idinjr  of  any  hearings. 

Senator  Kf.nyon.  Have  von  that  art  here,  Mr.  AitchisonJ 
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Mr.  AiTCHisoN.  Yes. 

Senator  Kenyon.  The  emergency  clause  vou  speak  of  is  section 
402? 

Mr.  AiTCHisoN.  Yes ;  it  is  the  amendment  to  section  1  of  the  inter- 
state commerce  act,  known  as  paragraphs  10  to  17,  inclusive. 

The  carriers  were  requested  to  give  us  the  benefit  of  their  ju<I^- 
ment  as  to  what  the  exigency  or  this  emergency  required.  Tlu»v 
had  been  dealing  with  the  problem  at  first  hand  for  the  perioil  of 
time  from  March  1  until  the  middle  of  May  and  consequently  had 
broad  and  intimate  knowledge  of  the  situation  and  its  needs.  We 
had  a  conference  with  them.  The  result  was  that  on  the  2()tli  of 
May,  1920,  three  service  orders  were  issued. 

l^rior  to  the  action  of  the  executives  which  I  have  mentioned,  on 
April  15,  1920,  the  commission  issued  a  notice  to  carriers  and  ship- 
pers which  was  in  legal  effect  an  order,  reciting  that  the  supply  of 
cars  available  for  the  transportation  of  coal  continued  insufficient  to 
meet  the  demand. 

The  order  recited  that  in  view  of  the  cessation  of  (lovernmeiit 
control  of  coal  production  and  distribution  on  April  1,  1920,  and  in 
order  that  the  railroad  fuel  requirements  might  be  reasonably  met 
without  the  necessity  of  carriers  resorting  to  confi^cation  of  com- 
mercial coal,  it  became  necessary  to  amend  our  notice  to  carriers  and 
shippers  dated  March  20.  That  notice  had  recommended  the  con- 
tinuance of  certain  existing  car-service  rules  for  the  carriers  until 
experience  had  shown  the  need  of  modification.  This  order,  made 
the  15th  of  April,  1920,  was  with  respect  to  the  assignment  of  cars 
for  railroad  fuel  loading  and  is  generally  Imown  as  the  "  assigned 
car  order." 

The  commission  was  of  the  opinion  that  an  emergency  existe<l 
which  required  immediate  action ;  and  in  the  exercise  of  the  authority 
conferred  by  paragraph  15  of  section  1  of  the  interstate  commerce 
act,  as  amended  by  section  402  of  the  transportation  act,  the  commis- 
sion suspended  the  operation  of  the  existing  rule  8  of  the  car  service 
commission  circular  No.  81  and  directed  the  observance  by  all  car- 
riers by  railroad,  subject  to  the  interstate  commerce  act,  of  rule  8 
modified  as  stated  in  the  order,  effective  April  16,  1920,  and  until 
the  further  direction  or  order  of  the  commission. 

Senator  Kenyon.  I  want  to  get  your  idea  as  to  the  extent  of  ihet 
powers  of  the  commission  under  section  402. 

Mr.  AiTCHisoN.  That  is  a  question  which  has  not  received  any 
judicial  interpretation. 

Senator  Kenton.  No ;  I  know  it  has  not. 

Mr.  AiTCHisoN.  My  own  idea  is  that  our  pow  ers  are  circumscribed 
by  the  necessit}'^  w^hich  led  to  the  enactment  of  the  statute,  but  are  as 
broad  as  the  emergency  intended  to  be  cured,  namely,  that  it  is  our 
function  to  keep  commerce  moving. 

Senator  Kenyon.  That  is,  you  are  given  the  power,  pnictically* 
you  think,  under  that  section  to  so  arrange  the  transportation  as  to 
take  care  of  the  business  of  the  country? 

Mr.  AiTCHisoN.  To  take  care  of  it,  but  not  to  create  it.  When  the 
commerce  is  offered  for  movement  it  is  our  function,  as  far  as  we 
can  humanly,  to  see  that  it  moves. 

Senator  Ivenyon.  And  that  section,  you  think,  gives  you  any 
power  to  do  that  ? 
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Mr.  AiTCHisoN.  We  have  not  developed  any  weaknesses  in  it  yet. 

The  assigned  car  order  has  been  the  subject  of  some  attack  in  the 
courts,  but  was  sustained  by  the  circuit  court  of  appeals  for  the 
fourth  circuit  on  August  11,  1920. 

Coming  back  to  the  action  which  took  place  after  the  executives 
had  made  their  recommendations,  on  May  20  we  issued  three  service 
orders. 

Service  order  No.  1  is  with  respect  to  the  routing  of  freight  traffic. 
The  commission  was  of  the  opinion  that  because  of  shortage  of 
♦Hjuipment  and  congestion  of  traflic  an  emergency  existed  which 
re<|uired  immediate  action  and  order.  Service  order  No.  1,  in  effect, 
rw|uired  that  until  the  further  order  or  direction  of  the  commission 
all  common  carriers  by  railroad  should  forward  traffic  to  destination 
ly  routes  most  available  to  expedite  its  movement  and  relieve  the  con- 
jrestion,  without  regard  to  the  routing  thereof  made  by  shippers  or 
hy  carriers  from  which  the  traffic  was  received  or  to  the  ownership 
of  the  cai*s ;  and  that  all  rules  and  regulations  and  practices  of  the 
'•arriers  with  respect  to  car  service  were  suspended  and  superseded, 
in  so  far  only  as  they  conflicted  with  the  directions  hereby  made. 
Tlte  remainder  of  that  order  is  formal  and  has  to  do  with  matters 
of  accountancy  and  the  like  between  the  carriers ;  and  I  do  not  think 
you  would  care  to  have  that. 

Senator  Kenton.  Will  you  give  us  the  date  of  that  order? 

Mr.  AiTCHisoN.  May  20.  Service  orders  1,  2,  and  3  were  made 
the  same  day. 

Service  order  No.  2,  in  effect,  required  various  western  carriers 
Ui  deHver,  within  a  period  of  20  consecutive  days,  beginning  with  the 
•J.'ith  of  May,  1920,  an  aggregate  of  about  30,000  open-top  cars  to 

♦  astern  connections. 

Service  order  No.  3  was  similar  in  character,  but  required  eastern 
.irriers  to  deliver  approximately  20,000  serviceable  box  cars,  and 
preferably  cars  owned  by  the  western  carriers,  within  a  period  of 
"•'•consecutive  days,  beginning  with  the  25th  of  May,  1920. 

Senator  Kenyon.  Your  no  2  contained  a  number  of  specific  in- 
<4nops  of  ordering  one  particular  railroad  to  deliver  to  another;  is 

ilr.  ArrcHisoN.  Yes;  they  were  specific  in  their  terms,  directed 
^^ainst  individual  carriers,  and  telling  how  the  order  should  be 
••arrie<l  out.  I  might  say  that  these  orders  have  been  complied  with 
j'nd  that  they  have  been  in  effect  extended  by  the  voluntary  action 
"f  the  car-ser>'ice  commission  of  the  American  Railway  Association 
r.  a  series  of  orders  of  their  own,  which  they  are  executing  and 
• 'irh  we  are  watching,  with  the  intent  of  getting  the  box  cars  to 
0\^  West  and  the  open-top  cars  to  the  East,  so  far  as  there  is  a 
•»  rfihis  and  glutting  in  one  of  these  territories  and  shortage  in  the 

.N-nator  Kenyon.  How  did  the  box  cars  get  to  the  East  and  the 

♦  j^n-top  cars  to  the  West? 

Mr.  AiTCHisoN.  The  East  is  the  great  consuming  territory  and  the 
■'■t  carfr  flowed  here  with  products  of  the  West  and  got  tied  up  by 
^t**  switchmen  strikes,  with  congestions  at  the  ports  and  could  not 
r»t  b^ck. 

S*««tor  Kenyox.  Did  delays  in  the  switching  yards  have  anything 
i'dfi  with  lit 
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Mr.  A1TCHI8ON.  Without  any  doubt.  The  situation  was  unparal- 
leled in  transportation  history.  With  respect  to  the  accumulation 
of  cars  in  this  eastern  territory,  in  the  current  year,  the  accumula- 
tions generally  throughout  the  country  of  cars  which  were  held — and 
by  the  word  "  accumulations,"  I  mean  cars  which  ou^ht  to  be  un- 
loaded and  going — were  approximately  76,000.  By  February  6  that 
number  had  increased  to  approximately  117,000.  Then  it  dropped 
off  until  the  2d  of  April  it  was  down  to  about  92,000  or  93,000.  The 
switchmen's  strike  ensued,  and  by  the  16th  of  April  the  accumula- 
tions had  increased  until  they  were  about  287,000  or  288,000  cars, 
threefold  in  a  period  of  14  days. 

Since  that  time  there  has  been  a  steady  decrease  in  the  number  of 
cars  accumulated  with  an  occasional  backset  due  to  unfavorable  labor 
conditions,  until  at  the  end  of  the  month  of  July  the  accumulations 
were  down  to  approximately  90,000,  or  one-thira  of  what  they  were 
on  the  16th  of  April,  the  day  following  the  switchmen's  strike. 

Service  order  No.  4  was  a  minor  order  and  yet  had  a  salutary 
general  effect.  The  port  of  Galveston  was  congested  and  had  l)een 
congested  for  months.  There  were  labor  difficulties,  and  difficulty 
in  matching  up  the  shipping.  The  result  was  that  several  thousand 
cars  accumulated  there,  and  despite  the  best  efforts  of  all  concerned 
the  number  could  not  be  gotten  below  about  2,700.  A  few  miles  away 
there  was  an  elevator  which  was  capable  of  storing  about  300  or  400 
cars  of  grain.  There  were  also  other  elevators  capable  of  storing  a 
certain  amount  of  grain.  There  was  a  great  shortage  of  box-c^ar 
equipment  in  the  Southwest.  There  was  a  crying  demand  for  cars, 
and  at  Galveston  the  cars  were  idle  and  the  warehouses  empty  in 
which  a  certain  number  of  cars  would  be  unloaded ;  but  the  consignees 
were  unwilling  to  unload  the  cars  and  preferred  to  let  them  run  on 
demurrage. 

This  being  brought  to  the  commission's  attention,  we  required  the 
carriers  to  exercise  an  option  in  their  tariffs  to  unload  this  grain  as 
far  as  they  could  into  anv  public  or  licensed  warehouse  at  the  cost 
of  the  owner,  and  to  hola  it  at  his  risk  and  liability  and  to  releast 
the  cars.  From  what  we  know,  that  had  a  salutary  effect  throughout 
the  country  in  expediting  the  unloading  of  commodities  held  by  the 
shippers. 

AVe  organized  aproximately  30  terminal  committees  at  various 
cities,  consisting  or  our  own  inspectors,  borrowed  from  our  Safety 
Appliance  or  Locomotive  Inspection  Department,  because  we  had  not 
time  to  procure  men  through  the  slow  process  of  civil  service  and  had 
to  take  the  men  we  had.  These  gentlemen  acted  as  chairmen.  Asso- 
ciated with  them  were  representatives  designated  by  the  carriers; 
one  representing  shippers  whom  we  designated,  and  a  State  commis- 
sion representative.  Their  particular  problem  was  to  keep  the  gate- 
way open,  and  thev  played  a  very  important  part  in  accomplishing 
the  measure  of  relfef  which  I  am  prepared  to  demonstrate  has  been 
given  in  this  transportation  situation. 

It  became  apparent  to  us  that  the  territories  which  are  dependent 
upon  transportation  by  the  Lakes  for  its  fuel  were  goinjsr  to  be  up 
against  a  public  catastrophe  if  matters  were  allowed  to  drift.  So  by 
a  series  of  peremptory  communications  and  by  the  action  of  certain 
':)ower  which  it  was  charged  at  the  time  was  somewhat  arbitrary  in 
character,  and  which  I  am  prepared  to  admit  partook  of  an  emer- 
gency nature,  the  Lake  cargo  pool  was  reestablished. 
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Our  service  order  No.  5  gave  to  the  coal  which  was  consigned  to 
Mr.  (iripgs,  as  manager  of  uie  ore  and  coal  exchange,  preference  and 
priority  over  other  coal  consigned  to  these  ports,  and  embargoed  the 
movement  of  coal  to  these  Lake  Erie  ports  for  transshipment  by 
water  except  on  a  permit  and  direction  issued  by  Mr.  Griggs,  who 
was  designated  as  our  agent  for  the  purpose ;  which  permit  and  di- 
rection we  required  him  to  issue,  but  which  he  was  to  issue  only  upon 
a  showing  that  the  consignee  would  be  able  to  unload  the  coal  pro- 
IK)Hed  to  be  transported  and  without  delay'  to  the  rail  equipment  and 
without  impeding  the  preference  and  priority  in  the  transportation 
of  the  coal  from  Mr.  Griggs  as  the  manager  of  the  ore  and  coal  ex- 
« liange,  the  pool. 

Senator  Ken  yon.  Was  he  in  the  coal  business? 

Mr.  AiTCHisox.  No.  He  is  a  joint  agent  of  the  carriers  and  of  the 
'oal  operators;  and  I  may  say  that  in  my  experience  I  never  have 
known  of  anyone  who  so  unreservedly  possesses  the  confidence  of  so 
ruany  conflicting  interests  in  an  important  position  out  of  official 
life  as  Mr.  (iriggs  seemingly  does.  The  consumers,  producers,  and 
carriers  all  seemed  to  be  perfectly  willing  to  let  him  continue  to 
n;in<lle  the  situation  without  even  any  direction  from  the  commission. 
If  was  also  represented  to  us  that  New  England  was  in  a  critical  posi- 
tion. I  take  it  that  that  situation  has  probably  been  gone  into  be- 
f  >re  the  committee  and  you  understand  what  that  situation  was. 

In  an  endeavor  to  meet  that  situation,  on  the  19th  of  June,  1920. 
w-  entered  service  order  No.  6.  Service  order  No.  6  related  to  coal 
V  ijjrh  was  transported  by  rail  to  the  various  transshipment  tidewater 
\^nA  piers  at  and  north  of  Charleston.  With  respect  to  the  move- 
I*  ♦•Dt  of  such  coal,  it  provided  that  preference  and  priority  should  be 
;r^en  to  coal  consigned  to  James  J.  Storrow,  of  Boston,  as  a  part 
'A  u  ptx>l  or  pools  of  bituminous  coal  at  any  such  port  for  transship- 
I. .  at  by  water  to  any  New  England  coastwise  destination,  or  con- 
'  :.'nHl,  parenthetically  I  might  say,  t9  anyone  as  a  part  of  a  pool  or 
j-M.ls  of  bituminous  coal  at  such  port  for  transshipment  by  water  to 
r.>  Tnitefl  States  coastwise  destination  other  than  New  England. 
^•»  tlu're  were  two  classes;  first,  coal  going  to  New  England  when 

Ti-i::iie<l  to  Mr.  Storrow  and  the  coal  going  elsewhere  in  the  United 
^•if»->  were  on  the  same  plane. 

Mr.  .*^torrow  was  designated  by  the  governors  of  the  New  England 
'^Ui**s  to  the  commission  as  the  agent  in  whom  they  desired  to  have 
t.  -  privihire  vested. 

1  lj<'  uriier  a  M)  provided  that  transportation  and  cars  for  the  trans- 

•  '?  iti'in  of  this  bituminous  coal  consigned  to  any  of  these  ports, 
'  t  I.  r  for  bunkerage  or  for  cargo,  should  be  only  upon  a  permit  or 

'--^-t'htn  i-sned  by  one  of  the  pool  managers,  who  were  designated  as 
..•''t'-  f^.r  the  commission;  and  that  these  permits  and  directions 

••;'  !  i'e  ;.-su<hI  only^upon  a  showing  that  the  destination  of  the 

•t«T  iiio\i»ment  of  the  coal  was  a  United  States  coastwise  point;  or, 
:  'ibpr^n?***,  that  the  preference  and  priority  which  was  required  by 
rdiT  would  not  be  im|>eded  by  such  movement;  and,  in  any  event, 

♦•th^»r  it  was  going  to  New  England  or  otherwise,  that  the  shipper 
»»n'*i:m*^  would  be  able  to  unload  the  coal  at  the  port  of  trans- 

;»ni**nl  without  delay  to  the  rail  equipment. 
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It  was  further  ordered  that  the  carriers  should  establish  such  rules 
and  regulations  respecting  the  replacement  of  cars  for  unloading  and 
of  vessels  for  loading  at  such  piers  as  would  carry  out  this  intent  as  to 
preference  and  priority. 

AVith  respect  to  service  order  No.  6,  I  have  simply  to  say  that 
seemingly  the  effect  of  it  was  not  understood  the  same  way  by  New 
Entcland  interests  as  it  was  clearly  understood  by  the  commission; 
anclin  consequence  coal  was  not  offered  to  move  through  the  polls 
nametl  for  New  England  consigned  to  Mr.  Storrow.  Therefore,  with 
respect  to  Hampton  Koads,  as  to  which  the  complaint  as  to  export 
centered  primarily  and  through  which  New  England  gets  the  major 
portion  of  her  water  supply  of  coal,  the  order  had  no  effect  to  ffive 
preference  to  New  England  coal,  because  there  w  as  no  New  England 
coal  offered  for  shipment  to  which  the  priority  could  attach;  nor  did 
it  have  any  effect  in  deferring  export  coal,  because  the  domestic  coal 
of  the  character  contemplated  by  the  order  was  not  moving. 

Therefore,  answering  one  of  the  questions  which  the  committee  haa 
asked  in  its  letter,  I  would  say  that  the  effect  of  service  order  No.  G 
was  not  directly  to  delay  or  prevent  the  shipment  of  any  coal  foi 
export. 

Service  order  No.  7  was  issued  on  the  19th  of  Jime,  1920.  It  has 
since  been  amended  by  service  order  No.  9.  It  had  the  effect  gen^ 
erally  of  requiring  common  carriers  by  railroad  which  might  be  des- 
ignated as  coal-loading  carriers,  for  a  period  of  30  days  beginning 
with  June  21, 1920,  to  furnish  coal  mines  with  open-top  cars  suitable 
for  the  loading  and  transportation  of  coal,  called  coal  cars,  in  prefer- 
ence to  any  other  use,  supply,  movement,  distribution,  exchange,  inter- 
change, or  return  of  such  coal  cars;  provided  that  such  coal  cars  may 
be  used  in  service  moving  in  the  direction  of  the  mine  or  mines  to  be 
supplied,  on  the  return  movement,  after  the  discharge  of  the  coal 
loading  thereof,  upon  a  route  not  materially  out  of  line  and  to  points 
not  beyond  such  minor  mines. 

It  was  also  provided  that  the  noncoal-loading  carriers  were  au- 
thorized and  required  to  deliver  to  their  connecting  coal-loading  car- 
riers empty  or  loaded  coal  cars  up  to  the  maximum  ability  or  each 
of  the  noncoal-loading  carriers  to  make  such  deliveries,  and  of  each 
such  connecting  coal-loading  carrier  to  receive  and  use  the  coal  cars 
so  delivered  for  the  preferential  purposes  contemplated  by  the  order. 

It  was  further  ordered  that  all  of  the  common  carriers  within 
the  territory  were  authorized  to  discontinue  the  use  of  the  coal  cars 
for  the  transportation  of  commodities  other  than  previously  speci- 
fied in  the  order — that  is,  as  to  coal-loading  carriers — so  long  as  any 
coal  mine  remained  to  be  served  by  it  with  coal  cars;  after  the  coal 
mines  were  served,  this  provision  manifestly  did  not  apply;  and 
second,  as  to  the  noncoal-loading  carriers,  so  lon^  as  deliveries  of  any 
coal  cars  to  connecting  carriers  were  due  or  remamed  to  be  performed 
under  the  terms  of  the  order. 

Then  there  was  a  provision,  effective  June  23,  requiring  the  pladng 
of  an  embargo  against  the  receipt  of  coal  of  any  consignee  and 
against  the  placement  of  coal  cars  for  consignment  to  any  consignee 
who  should  fail  or  refuse  to  unload  coal  placed  for  unloading  within 
24  hours  after  the  placement,  until  all  coal  so  placed  has  been  un- 
loaded by  the  consignee.    But  this  did  not  apply  to  coal  which  was. 
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moving  to  pools  as  contemplated  by  the  previous  order  of  the  com- 
mission. 

In  the  meantime  a  most  dangerous  condition  had  been  developing 
w  itli  respect  to  the  public  utilities  of  the  country.  Very  shortly  after 
the  conmiission  was  asked  to  administer  this  emergency  power,  repre- 
s4^ntations  were  made  to  us  which  we  verified  by  our  own  inspection, 
showing  the  desperate  situation  as  to  public  utilities,  for  instance, 
in  the  State  of  Michigan.  There,  certain  utilities  had  been  compelled 
to  close  for  as  long  as  eight  days. 

About  that  time,  we  received  most  urgent  calls  from  the  mayor 
<»f  St.  Paul  and  the  People's  Gas  &  Coke  Co.  of  Chicago.  The  situa- 
u«m  on  the  Atlantic  seaboard  became  critical,  and  public  utilities  in 
NVw  York  induced  the  New  York  Public  Service  Commissicm  for  the 
First  District  to  request  the  issuance  of  a  general  priority  order  for 
puhHc  utility  coal. 

It  has  been  and  it  is  our  policy,  as  far  as  possible,  to  abstain  from 
the  i*«suance  of  preference  and  priority  orders,  because  preference 
and  prioritv  implies  that  some  one  has  to  be  deferred  and  that  some 
iriffic  is  going  to  move  only  as  deferred  or  will  not  move  at  all.  We 
fnlt  that  it  was  not  desirable  at  that  time  to  issue  a  general  priority 
for  public  utility  coal,  as  was  asked  by  the  utility  interests.  I  made 
|H*n>onal  investigation  of  some  of  these  cases  and  I  found  that  some 
nf  the  great  utilities  in  the  country  were  down  where  they  had  coal 
for  but  a  few  hours.  The  situation  which  would  exist  if  they  were 
I^crmitted  to  cease  operation  would  be  beyond  all  possible  descrip- 
tiun.  If  New  York  City's  public  utilities,  for  instance,  should  be 
'nnipletely  without  coal  for  24  hours,  I  can  conceive  of  no  greater 
♦  aliimity,  except  as  that  condition  should  be  continued  and  become 
arirravated.  1  do  not  think  it  is  too  much  to  say  that  public  law  and 
opler  and  the  preservation  of  society  depend  to  a  considerable  extent 
Mpon  the  public  utilities  being  kept  supplied  with  coal  for  their  cur- 
n-nt  Use. 

It  ap{)eared  that  the  Philadelphia  Electric  Co.,  which,  by  the  way, 
•''n-unios  one  five-hundredth  of  the  bituminous  coal  of  the  Ignited 
>tat4>s.  had  but  24  or  25  hours  supply  of  coal  on  hand.  My  ner- 
^n.tl  investigation  showed  that  every  effort  had  been  made  to  l)uy 
«"i'al  in  the  open  market.  It  could  not  be  had.  We  therefoi'e  issued 
Nrvire  Order  No.  8,  which  had  the  effect  of  setting  aside  the  mine 
*.  .orments  to  certain  specifically  named  mines  and  providing  that 
t  i*-y  might  have  additional  cars  for  the  purpose  of  transporting  ap- 
JT  riimately  12.000  tons  of  bituminous  coal,  about  four  days  sui)ply, 
t'»  ihe  Philadelphia  Electric  Co. 

As  has  l^een  stated  by  the  chairman,  a  hearing  was  had  with  re- 
*<*'t  to  the  effect  of  Service  Order  No.  7,  before  division  5  of  the 
"  rnmi-sion.  The  matter  was  gone  into  with  great  care.  All  interests 
»♦•:«»  n»pres(^nted  and  made  their  statements  to  us  under  oath  during 
1  f^'urinir  lasting  some  three  days.  AVe  had  several  thousand  com- 
H:  .nil  at  ions  with  res{)ect  to  the  same  subject  from  persons  who  were 
r  't  renre^nted  and  were  not  heard.  The  result  was  that  on  the 
'  th  of  July,  1920,  we  modified  and  supplemented  our  Service  Order 
\'K  7.  which  you  will  recall  was  the  one  which  gave  preferential 
n^  to  coal  for* coal  cars;  and  may  I  gay  that  I  omitted  to  call  atten- 
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tion  to  the  very  important  fact  that  Service  Order  Xo.  7  applied 
only  to  the  earners  east  of  the  Mississippi  River. 

Service  Order  No.  9  also  applied  onl}'  to  the  carriers  east  of  the 
Mississippi  Biver.  It  released  from  the  operation  of  that  order  all 
coal  cars  of  the  type  known  as  flat-bottom  gondolas  with  sides  less 
than  36  inches  in  height,  inside  measurement,  and  cars  which  were 
equipped  with  racks,  and  also  cars  which  on  June  19,  1920,  had  been 
definitely  retired  from  service  for  the  transportation  of  coal  and 
stenciled  or  tagged  for  othQr  service.  I  do  not  know  the  exact 
number  of  cars  which  were  so  released,  but  it  probably  was  from 
sixty  to  sixty-five  thousand — probably  65,000. 

We  also  extended  the  embargo  feature  of  Service  Order  No.  7  so 
that  it  applied  to  the  shipper  who  was  using  a  coal  car  in  the  re- 
verse direction  toward  the  mine,  We  provided  that  until  August  19, 
1920,  to  the  extent  that  might  be  necessary  in  order  that  public 
utilities,  including  street  and  interurban  railways,  electric  power 
and  lighting  plants,  gas  plants,  ice  plants,  water  and  sewer  works, 
also  hospitals,  schools,  and  other  public  institutions,  might  be  kept 
supplied  with  coal  for  current  use,  but  not  for  storage,  the  common 
carriers  in  this  eastern  territory  might  place  and  assign  cars  to  coal 
mines  for  the  transportation  oi  such  coal  in  addition  to  and  without 
regard  to  the  existing  ratings  and  distributive  shares,  provided  that 
such  coal  should  not  be  subject  to  reconsignment  except  to  other  in- 
stitutions of  a  like  kind;  and  provided  that  none  of  these  cars  should 
be  so  placed  without  a  written  application  therefor  to  the  public 
utility,  concurred  in  by  the  delivery  railroad,  showing  the  facts  as  to 
the  necessity  for  such  coal  for  current  use,  in  order  that  the  ap- 
plication might  continue  in  daily  operation  and  providing  that  a 
written  report  of  the  cars  placeci  should  be  promptly  made  to  the 
Interstate  Commerce  Commission  by  the  railroad  placing  the  cars. 

Further  informal  hearings  were  held  with  re^spect  to  the  applica- 
tion of  certain  of  the  industries  for  an  enlargement  of  the  exception 
from  service  orders  Nos.  7  and  9,  and  the  result  was  an  amendment  to 
service  order  No.  9,  entered  on  the  29th  of  July,  1920. 

Senator  Kenyox.  Who  appeared  for  the  various  industries  ? 

Mr.  AiTCHisoN.  The  steel  people  were  the  principal  moA^ers — ^steel 
and  pipe — Mr.  Belsterling  appearing  for  numerous  steel  industries. 
Mr.  Townsend  appeared  for  the  National  Tube  Co.  There  were 
several  pages  of  appearances  of  this  soit — Mr.  Welch  for  the  Ameri- 
can Petroleum  Institute,  Mr.  Sheffield  for  the  Standard  Oil  Co. 
Several  other  refining  companies  were  represented. 

The  result  was  that  the  minimum  height  was  extended  so  as  to 
include  cars  which  were  38  inches.  This  had  the  effect  of  releasing 
approximately  15,(X)0  more  cars.  Less  than  38  inches  is  now  the 
minimum. 

Mr.  Miller.  May  I  interrupt?  How  many  cars  were  released  by 
this  amendment  of  the  29th  of  July  ? 

Mr.  ArrcHisoN.  Approximately  15,000. 

Ser\^ce  order  No.  5,  it  will  be  recalled,  was  designed  to  give  a 
preference  in  coal  which  moved  to  Lake  JErie  ports  for  transsliip- 
ment  to  other  points,  including  Canada,  as  well  as  the  head  of  the 
Lakes.  It  did  not  have  the  desired  effect.  I  have  my  own  ideas, 
which  I  think  are  well  substantiated,  as  to  why  this  coal  did  not 
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move  to  the  head  of  the  Lakes — why  it  was  not  offered,  ilv  own 
jinl^ment  is  that  one  very  considerably  contributing  cause  was  the 
fact  that  the  interests  at  the  head  of  the  Lake  did  not  enter  into  bind- 
ing contracts  for  the  coal  early  enouf^h. 

To  illustrate,  in  testimony  produced  before  the  commission  in  a 
formal  hearing  it  was  testified  as  hite  as  July  1  that  the  railroads 
whicli  derive  their  coal  from  the  head  of  the  Lakes  had  not  entered 
into  any  binding  orders  for  coal.  Of  course,  if  coal  is  not  offered 
it  could  not  move.  That  was  not  the  entire  cause,  but  I  am  con- 
vinced is  was  a  cause,  one  of  the  causes  of  the  shortage  in  the  niove- 
nu'Ut  of  coal  to  the  head  of  the  Lakes. 

The  CiiAiKMAX.  Has  it  ever  been  suggested  that  the  coal  was  held 
baf'k  for  higher  prices  or  s}>eculati(m  ? 

Mr.  AiTdfisoN.  Senator,  I  haven't  any  doubt  of  it.  There  has  been 
t'li*  greatest  crossing  of  orders  and  double-crossing  of  orders  and 
<loul)le-crossing  of  consignees  and  those  who  had  contracts  for  the 
h<\  90  days  that  I  have  ever  known  about  in  jny  business  experience. 
Tlij>t  is  abundantly  established. 

The  Chair3ian.  It  woidd  seem  so  to  me,  from  information  that  has 
niiiie  in  here. 

ilr.  AiTC'iiis(}N.  Why,  we  have  moved  the  coal.  It  has  been  moved 
.i:hl  has  been  di.stributed  in  such  quantities  that  there  ought  not  to 
l»o  wcasion  for  a  panic.  But  there  has  been  the  excuse  of  car  short- 
'Aiy"  and  there  has  been  the  excuse  of  labor  troubles.  The  result  has 
UH*n  that  certain  imscrupidous  mine  owners,  I  have  no  doubt,  and 
l^'rhaps  certain  brokers  who  have  had  contracts  with  railroads,  with 
«'i'i»<Tnicti<m  conn)anies  of  one  kind  and  another,  industries,  and  with 
\U*-  wholesalers  and  retailers  in  coal,  have  delil)eratelv  withlitdd  till- 
iiiir  XhtAv  contracts  in  order  that  they  might  have  coal  on  the  spot 
m.irket*  So  that,  when  A  who  has  a  contract  with  X  to  deliver  him 
^»m1  at  a  low  price,  goes  to  X,  X  has  tohl  him,  "I  am  sorry  T  can  not 
-■'I  I 'ply  you.  I  can  not  get  the  cars."'  So  A  goes  to  Y  and  gets  his 
•^»;d  either  directly  or  through  a  broker  at  a  higher  price.  Y  has  had 
a  •*  »iiirart  with  B  and  when  B  has  tried  to  hold  him  to  his  contract, 
V  liJiH  saitl,  *•  I  am  sorry,  but  I  can  not  get  the  cars,"  and  so  B  has  l)een 
••♦nijielled  to  go  to  X  and  get  his  coal,  either  directly  or  to  a  broker. 
I*.:it  is  what  I  mean  by  double-crossing. 

>^nati>r  Kenyc^n.  You  think  there  has  not  been  a  real  car  short- 

Mr.  AiTcnisoN.  I  think  that  there  has  relatively  been  a  car  short- 

N  '.fttor  Kexyon.  And  manipulated,  too,  has  it?    Do  you  think  it 

-  liM'n  manipulated? 

Mr.  AiTcif  rsoN.  I  do  not  want  to  make  any  charge  of  that  sort,  but 
'  •  ••  thini5  I  noted  in  the  opening  statement  of  the  chainnan  was  his 
r»-rVrt*n^p  to  transportation  inadequacy,  and  I  was  expecting  to  bring 

•  ••  rh**  question  as  to  whether  that  meant  an  absolute  jnadequacy  or 
r-  itive  inadequacy.  I  will  have  some  figures  on  that,  if  the  com- 
'^-rtef  desires  lo  have  a  full  showing  of  what  we  have  moved  in  this 
"•i.rjtry  in  thi.«?  time  of  stress. 

The  <*iiAiRMAN.  Commissioner,  what  I  had  in  mind  was  this,  and 

•  ••!  ref^rrecl  to  it  a  moment  ago :  It  seemed  that  the  coal  was  a  month 
>atr  in  |?ettinf^  to  the  Lake  ports. 
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Mr.  AiTCHisoN.  More  than  that.    It  has  not  caught  up  yet. 

The  Chairman.  Was  the  season  late  or  were  the  people  late  in 
ordering  coal? 

Mr.  AiTCHisoN.  Both  of  them. 

The  Chairman.  Do  not  the  coal  operators  control  the  docks  at 
Cleveland  and  other  Lake  ports? 

Mr.  AiTCinsoN.  Well,  there  is  a  good  deal  of  community  of  inter- 
est. I  have  figures  on  that,  if  you  want  to  go  into  that,  showing  that 
out  of  the  12,000.000  tons,  as  I  recall  it.  which  had  been  ordered  up  to 
the  time  of  this  hearing  in  July  of  ours,  how  much  was  from  dock 
companies  which  \vere  affiliated  with  mines  and  how  much  from 
independents.  But  there  is  to  a  very  considerable  extent  community 
of  interest  between  dock  companies  and  mines. 

The  Chairman.  Are  the  dock  companies  at  the  receiving  point  the 
owners  of  the  docks  at  the  unloading  point  too,  at  the  Great  Lakes? 

Mr.  AiTCHisoN.  I  will  ask  the  assistant  director  at  our  bureau  of 
service,  Mr.  Quirk,  to  answer  that. 

Mr.  Quirk.  In  some  instances  there  may  be  some  community  of 
interest.    I  am  not  sure  ^is  to  that. 

The  Chairman.  And  the  vessels  plying  between  these  ports,  are 
they  owned  by  the  docking  interests? 

Mr.  Quirk.  Some  of  them. 

The  Chairman.  And  some  independents? 

Mr.  Quirk.  And  some  independents. 

The  Chairman.  But  what  I  can  not  understand  is  the  reason  why 
we  had  this  delay  in  the  spring  in  getting  coal  up  to  the  Lake. 

Mr.  Attchison.  There  are  lots  of  us  who  would  like  to  know  that. 

The  Chairman  (continuing).  Which  seems  to  have  caused  all  this 
trouble. 

Mr.  ArrcHisoN.  Lots  of  us  would  like  to  know  that. 

The  Chairman.  Whether  it  was  holding  back  for  better  prices  or 
higher  prices,  speculation  or  what? 

Senator  Kenton.  Have  you  any  theory  about  that? 

Mr.  AiTCHisoN.  I  have  some  figures  about  that,  but  not  here,  un- 
fortunately. We  asked  some  of  our  examiners  of  accounts  to  go 
ovef  and  interview  the  dock  companies  at  Cleveland;  and  the  dock 
companies  in  a  very  commendable,  broad-minded  spirit,  expedite<l 
our  work  by  permitting  our  examiners  to  look  over  their  books.  We 
verified  this  statement  that  a  much  greater  percentage  of  the  coal 
from  the  territory  which  supplies  the  Lakes  went  elsewhere  during 
the  early  part  of  the  season  than  normally  had  gone  elsewhere; 
something  like  three  times  the  amount,  as  I  recall  it.  In  other  words, 
only  about  a  third  of  the  proportion  of  the  coal  which  in  former 
vears  had  gone  to  the  Lakes  during  that  early  period  went  to  the 
Lakes.    It  went  elsewhere.    It  was  mined. 

Dr.  Johnson.  May  I  ask  whether  the  coal  that  would  have  gone 
to  the  Lakes  would  have  gone  under  contracts  requiring  the  operators 
to  accept  a  comparatively  low  price  for  the  coal? 

Mr.  Attchison.  Prof.  Johnson,  I  am  sorrv  that  I  can  not  answer 
that  categorically.  There  are  all  kinds  of  disputes  when  you  come 
to  this  matter  of  contracts.  I  have  a  most  circumstantial  list  of  con- 
tracts which  are  said  to  have  been  made  for  movement  to  the  Lakes, 
for  the  upper  Lakes,  and  yet  I  have  heard  the  authenticity  of  this 
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uisi)ute<l  by  those  who  say  that  the  contracts  are  covered  up  with  all 
i^iris  of  qualifications  and  the  like.  These  are  transactions  between 
jiivnte  parties.  They  are  not  subject  to  our  inspection  except  as 
jM.jplo  are  willin*x  to  let  us  ^ro  into  them.  I  may  sa},  in  all  candor, 
that  I  have  had  the  idea  in  this  emer<2rency  that  the  thinor  for  the 
rommission  to  do  was  to  try  to  move  the  coal  rej^ardless  of  what  par- 
ticular individual  had  the  «:ood  fortune  to  be  able  to  supply  it  or  not. 
Of  cour-se,  we  want  to  do  justice  and  equality;  but  the  primary  thing 
to  do  in  a  time  of  famine  is  to  see  that  people  are  fed  and  that  is  what 
we  have  tried  to  do.  So  I  have  not  been  able  to  run  down  these  in- 
teresting: and  important  questions. 

The  Chairman.  T  notice  vou  have  facilities  to  get  information  pos- 
s*^s?^d  by  few  of  the  other  departments  of  the  Government.  I  know 
vuu  are  getting  information  wherever  you  can.  But  what  stumped 
roe,  and  that  is  in  line  with  the  example  you  cited  between  A,  B,  X, 
and  Y,  is  the  situation  with  respect  to  the  public  utilities.  We  had  a 
witness  a  day  or  two  ago  who  testified  that  one-third  of  the  coal 
purchased  by  the  public  utilities  in  New  York  was  spot  coal,  while 
they  had  contracts  for  all  of  their  needs.  Of  course  for  that  coal 
they  were  compelled  to  pay  three  or  four  times  as  much  as  their 

•  tin'tract  price.  The  coal  was  here,  and  the  coal  was  here  in  cars. 
They  could  get  the  coal.  Wasn't  it  possible  for  some  governmental 
authority  to  have  some  control  over  tnat  and  put  their  hands  on  it? 

Mr.  AiTCHisox.  I  think  that  is  what  we  have  courts  for,  Senator. 
It  is  a  simple  proposition  in  my  mind.  I  subscribe  to  the  Washing- 
ton Post.  It  is  delivered  at  my  door  every  morning.  If  the  route 
a^rent  omits  to  deliver  a  paper  to  me,  our  girl  goes  out  and  buys  the 
p'i|»er.  and  at  the  end  of  the  month  she  deducts  what  she  has  to  pay 
for  that  paper  from  the  route  agent's  bill. 

Senator  Kenyon.  Do  you  think  you  could  work  that  with  the  coal 
*^'mpanies? 

iir.  AiTCHisox.  I  assume,  Senator,  that  they  are  either  responsible 
ainl  answerable  in  damages  or  that  they  are  not.  In  view  of  the 
irreparable  injury  that  would  follow,  somebody  ought  to  at  least 
♦nqiiire  whether  a  court  of  equity  would  not  have  jurisdiction  to  issue 
»  mandatory  injunction  to  compel  the  observance  of  the  contract, 
iltliough  courts  do  not  like  to  do  that.  But  there  are  public  interests 
involved  here. 

I  do  not  conceive  that  it  is  the  duty  of  the  Interstate  Commerce 
<  onunission  to  enforce  contracts  between  private  individuals,  one  to 
-*il  ond  the  other  to  buy.  It  seems  to  me,  speaking  as  an  individual, 
t^  It  it  is  as  much  in  tlie  public  interest  that  the  man  who  has  not  a 
'*  'rjiract  should  be  able  to  go  out  and  buy  in  the  spot  market  as  it 

•  that  the  man  who  has  a  contract  should  be  supplied.  I  can  not 
'-'  -tinguish  in  my  own  mind,  when  it  comes  to  tne  enforcement  of 
t'-  int<*rstate  commerce  act,  between  them,  and  I  try  to  secure 
M,  lality  of  movement  and  keep  everybody's  traffic  going. 

Senator  Kenton.  Priority  in  itself  is  inequality  of  treatment. 

Mr.  ArrcHisoN.  It  is  ine<]uality  of  treatment,  but  it  is  inequality 
'-f  treatment  which  has  this  justification,  namely,  the  movement  of 
t^♦*  greatest  amount  of  traffic. 

It  aopeared  clearly  the  middle  or  latter  part  of  July,  that  our  serv- 
k.  »•  ordtrr  Xo.  5  was  not  having  the  effect  of  increasing  the  amount 
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of  coal  going  to  the  Lakes.  It  only  distinguished  as  between  coal 
which  went  there  for  transshipment  and  that  which  goes  to  Mr. 
Griggs,  which  should  get  the  priority. 

It  has  been  thought  at  the  time  that  that  order  was  entered  that 
it  would  be  sufficient,  but  it  seems  that  more  drastic  remedy  was 
necessary.  Therefore,  conferences  were  held  between  the  operators 
and  carriers  and  the  purchasers;  and  the  result  was  that  the  three 
interests  laid  before  us  a  completed  program  whereby  from  a  specific 
district  coal  should  move  in  a  given  volume,  aggregating  4,000  car^ 
a  day,  for  this  Lake  territory.  The  operatoi's,  speaking  through 
their  committee,  professed  their  willingness  to  see  that  their  part 
of  the  program  was  carried  out.  The  carriei's  said  that  from  a  trans- 
portation standpoint  it  was  possible  and  desirable  and  was  the  only 
way  whereby  this  section  could  get  the  coal  that  it  must  get,  or  it 
w^ould  not  get  it  at  all.  The  consumers  undertook  to  make  the  ar- 
rangements which  would  get  the  coal.  The  result  was  our  service 
order  No.  10,  under  date  of  the  20th  of  July,  1920,  which  had  this 
eff'ect,  W'ithin  the  designated  territory:  That  the  common  Crirriers 
named  were  required  to  give  preference  and  priority  in  the  supply  of 
cars  for  and  in  the  transportation  of  bituminous  coal  consigned  to 
the  Ore  &  Coal  Exchange  at  any  Lake  Erie  port  for  transshipment 
by  water  as  a  part  of  a  pool  and  to  embargo  other  cars  moviu^z  to 
any  other  consignee  or  destination  in  general. 

You  see,  service  order  No.  5  was  special  in  application  as  to  the 
preference,  but  this  was  general.  It  provided  that  the  order  shall 
not  apply  to  coal  loaded  in  cars  furnished,  supplied,  or  assigneil  under 
any  order  or  direction  "  hereinbefore "'  or  hereafter  entered  by  the 
commission.  The  word  "hereinbefore''  wtis  a  typographical  ermr. 
It  should  have  been  "heretofore,"  and  was  so  changed  i)v  supple- 
mental order  of  the  commission.  It  provided  further  that  if  any 
shippers  in  this  territory  had  on  any  given  day  filled  tlieir  supply 
of  the  cars  for  the  Lakes,  they  were  at  liberty  to  use  the  remainder 
of  their  cars  as  they  chose.  It  was  provided  that  this  coal  should 
not  be  subject  to  reconsignment  except  on  a  permit  issued  by  Mr. 
Griggs,  showing  that  the  coal  would  go  to  a  Lake  port  or  ports. 

Senator  Kenyon.  What  was  the  general  average  movement  of 
the  cars  ? 

Mr.  AiTcinsoN.  That  depends  on  the  carrier.  I  do  not  know.  I  do 
not  think  I  have  ever  seen  any  figures  as  to  the  carriers  as  a  whole. 

Senator  Kenyon.  But  the  average  of  all  their  cars  was  around 
24  miles? 

Mr.  AiTCHisoN.  They  are  getting  closer  toward  30. 

Senator  Kenyon.  The  railroads  are  making  an  effort  to  get  up 
to  30? 

Mr.  AiTCHisoN.  Without  any  question.  I  will  have  some  move- 
ment statistics  as  to  the  volume  of  business  that  is  being  done  in 
the  country  right  now. 

Senator  Kenyon.  I  understand  that  the  difference  of  1  mile  a  day 
would  increase  the  run  of  cars  900,000  a  year. 

Mr.  AiTCHisoN.  That  is  true.  One  thing  to  do  is  to  increase  move- 
ment. 

Senator  Kenyon.  That  is  a  very  important  thing. 

Mr.  AiTCHisoN.  It  is. 
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Mr.  Miller.  Hai^n't  the  avera<re  been  about  23  and  24  miles  up  to 
recently  at  least  i 

.Mr.  AiTCHisoN.  Mr.  AVillard  testified  before  us  on  the  8th  of  July, 
and  I  accept  him  as  an  authority'  in  the  absence  of  looking  up  any 
tifjrures  myself,  that  the  highest  mileage  per  car  made  on  the  Ameri- 
can railroads  was  in  1016,  they  made  an  average  of  26i^^j,  call  it  27; 
in  1018  the  average  was  24  miles  and  a  fraction;  in  1919,  23.1.  Of 
course,  that  doesn't  mean  oi  a  particular  car,  yon  understand,  Sen- 
ator, but  that  is  the  average  on  all  of  the  cars,  including  those  that 
are  in  the  shops  and  wrecks  and  set  for  unloading  and  everything 
else. 

Senator  Kenyox.  Including  those  on  the  side  tracks? 

Mr.  An^HisoN.  Everything. 

Senator  Kexyon.  What  about  loading? 

Mr.  ArrcinsoN.  Inasmuch  as  the  number  of  cars  has  not  greatly 
iri(iv;i-o<l  in  the  last  f<*w  voars,  I  doubt  whether  since,  sav,  1916, 
ti:cr.»  Inis  been  any  appreciable  increase  in  the  loading  capacity. 

Srn.itor  Kknyon.  The  article  tliat  I  read  in  the  newsjjapor  as  to 
Matihtics  furnisiw'd  to  the  commissicm  mentioned  somcthiu'r  about 
Ml'  per  cent  of  empties? 

Mr.  AiTcinsnx.  The  empty  movement  is  oflentimes  nccessarv,  or 

♦  Nc  nc  would  get  the  cars  down  at  one  end  of  the  country,  lliey 
W'tuhl  all  be  on  the  New  Haven  if  yiiw  gave  them  time  euougli.  With 
rf-|*»'Ct  to  tin-  amount  of  loading.  Senator,  uj)  to  the  present  time, 
U!M|uesii<mably  commercial  n*'cessities  have  had  quite  a  little  to  do 
iMih  the  amount  of  minimum  provided.  To  illustrate :  The  Board  of 
llMrlroavl  Commissioners  of  Iowa,  nt  one  time  appeared  before  us 
ati.l  very  strenuously  resiste*!  the  at(cm])t  to  increase  tlie  minimum 
i>n  trrain  |»rj)ducts,  becju'se  of  commercial  conditions,  the  inability 
<»f  jKirticulnr  communities  to  absorb  the  amount  of  traflic  which 
iiiL'lit  physically  be  loaled  into  a  car.  Kiglit  now  we  are  having 
-♦rne  bitter  protests  coming  into  us  against  the  maintenance  of  the 
fV'.MMi  minimum  on  grain  products,  which  has  been  maintained  as  a 
linni:r)ver  from  war-tim.e  c<mditions. 

Senator  Kkxyox-.  Those  going  from  Iowa? 

Mr.  AiTCffisox.  Well,  if  they  aren't  going  from  Iowa,  I  would  be 

•  .r;Ti'***d,  In^eause  they  are  ]>retty  general.  Mr.  Willard's  testimony 
'.  I-  to  the  effect  that  the  increasing  of  the  average  mileage  1  mile 
1'  r  dav   would  add   ai)proxinuitely   100,000  cars  effectively  to  the 

S'li.itor  Kknyox.  Of  course  the  more  prompt  the  loading  and  the 
•...•n»  prompt  the  unloading  would  particularly  hel])  this? 

^I^.  .ViT('U!<^iX.  Those  are  thintrs  which  reflect  themselves  in  the 
'  ♦*niirf  miles  per  dj'y.  Now,  I  think  that  the  result  of  service  order 
^n  pi  with  respect  to  the  T^ake  movement  has  justified  the  order.  It 
I  «-  not  gotten  up  thnniirh  the  4,000  ])or  day  yet,  but  candidly  I 
■  'n't  think  it  would;  I  thouirht  Mr.  Willard  and  these  other  gentle- 
"  •n  were  unduly  optimistic  in  thinking  that  it  would  be  possible  to 
'  yn^y  out  such  n  program,  but  whereas  the  dumping  was  running 
i'«'T/tr  l.^VPO  to  2*000.  it  is  now  running  up  to  as  high  as  3,400  cars  a 
-Sv  at  the  Lakes.  A  similar  order  has  been  issued  to  take  care  of  the 
N«*w  Enirland  situation,  service  order  No.  11. 

Senator  Kexton.  Have  any  orders  been  issued  west  of  the  Mis- 
«i«cippi  River? 
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Mr.  AiTCHisoN.  No;  principally  New  England  and  the  Great 
Lakeo.  There  is  trouble  in  the  South,  though  not  as  markedly.  The 
West  has  been  pretty  well  taken  care  of,  for  this  reason  among  others, 
that  they  had  too  many  coal  cars.  It  has  not  been  necessary  to  make 
these  restrictions  run  west  of  the  river. 

Senator  Ken  yon.  They  have  too  many  coal  cars  to  move  grain  and 
not  enough  grain  cars. 

The  CiiAiRj^iAN.  And  they  kept  all  the  eastern  coal  cars,  too,  didn't 
thev  ? 

Mr.  AiTCHisoN.  Well,  we  have  been  getting  them  back. 

Senator  Kenton.  They  get  most  everything  they  need. 

Mr.  AiTCHisoN.  Why,  Senator,  it  is  a  singular  thing  that  at  the 
very  time  when  we  were  meeting  with  delegations  from  certain  of 
the  Western  States  begging  us  to  use  every  effort  that  we  could  to 
get  them  cars  to  move  their  ^rain  that  they  were  sending  telegran[is 
several  hundred  words  long  from  their  governors  protesting  against 
surplus  open-top  cars  being  taken  out  of  their  territory  and  brought 
to  the  East  and  used  for  coal  purposes,  because  they  wanted  to  build 
roads. 

Senator  Kenton.  Well,  they  got  a  situation  out  there  now  that  is 
pretty  bad,  that  one  crop  hasn't  entirely  been  moved  and  the  other 
crop  is  coming  in.  They  couldn't  get  any  substantial  number  of  cars. 
Do  vou  think  that  situation  is  improving  in  the  Middle  West  ? 

Mr.  AiTCHisoN.  We  had  a  hearing  the  other  day,  prompted  by  a 
number  of  Congressmen  and  members  of  the  public  utility  and  rail- 
road commissions  from  the  Northwestern  States  desiring  to  be  heard 
upon  their  troubles,  and  it  seemed  to  cause  some  surprise  when  we 
showed  them  that  within  a  period  of  two  weeks  we  had  increased  the 
number  of  box  cars  in  their  territory  from  five-sevenths  of  the  total 
ownership  on  the  roads  there  to  six-  sevenths ;  in  other  words,  within 
two  weeks  the  available  box-car  supply  increased  one-sixth.  That 
was  still  increasing. 

Senator  Kenton.  How  many  cars  was  that? 

Mr.  AiTCHisoN.  I  can't  say ;  1  don't  Imow.    I  can  look  it  up  for  you. 

Senator  Kenton.  Oh,  never  mind. 

Mr.  AiTCHisoN.  Now,  I  don't  say  that  we  are  not  going  to  have 
troubles,  and  plenty  of  them,  in  handling  the  grain  situation.  That 
is  the  next  most  critical  thing,  just  as  for  the  present  we  had  the 
coal  situation  now  pretty  well  in  hand.  This  and  the  refrigerator 
situation  are  goin^  to  bother  us  next. 

Service  order  No.  12  was  issued  the  10th  day  of  August  and  ex- 
tended the  effect  of  service  order  Nos.  7  and  9,  90  days  from  the  21st 
of  June,  1920.  One  thing  which  developed  in  the  course  of  our  inves- 
tigation into  this  subject  was  touched  upon  in  Senator  Calder's  last 
letter  to  me,  namely,  the  reconsignment  of  cars.  It  was  alleged  that 
there  was  an  abuse  in  reconsigning.  That  was  disputed,  but  it 
seemed  to  us  to  be  well  established.  The  result  was  that  we  recom- 
mended to  the  carriers  that  they  give  intensive  study  to  their  terri- 
tories with  a  view  of  making  appropriate  corrections  which  would 
avoid  the  abuse  of  the  reconsignment  privilege.  The  committee  has 
raised  the  question  as  to  why  we  didn't  exercise  our  mandatoi^ 
powers  in  that  regard.  If  we  had  used  our  mandatory  powers,  it 
would  have  been  necessary  for  us  to  have  complied  with  the  interpre- 
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tations  of  the  law  looking  up  to  the  issuing  of  a  valid  order.  These 
are  privileges  offered  to  the  shipper  as  a  part  of  the  public  rates 
of  the  carrier. 

It  would  have  been  essential  for  us  to  have  instituted  an  investiga- 
tion upon  our  own  motion,  to  have  brought  these  carriers  in  as  parties 
and  given  them  their  constitutional  right  to  have  been  heard,  to  have 
entered  our  order  and  to  have  allowed  the  statutory  period  to  have 
elapsed  before  the  order  would  become  effective  and  would  require 
them  exactly  what  we  recommended  they  do,  namely,  make  a  change 
in  their  tariffs.  Now,  the  carriers  are  not  in  the  position  at  the  pres- 
ent time  that  they  can  ignore  a  suggestion  from  the  commission  of 
this  kind.  It  is  taken  as  tantamount  to  a  declaration  of  policy.  They 
made  haste  to  come  to  us  with  proposals  looking  toward  elimination 
of  objectionable  features  in  their  tariff  with  respect  to  reconsignment. 
We  studied  these  over,  we  were  favored  by  the  advice  of  a  committee 
of  the  National  Industrial  Traffic  League  and  the  upshot  of  it  was 
iliat  we  issued  our  sixth  section  order  permitting  them  to  put  in  on 
ver\'  short  notice  amendments  to  the  reconsignments  rules  and  penalty 
rharges  and  I  understand  these  tariffs  are  being  filed, 

Thi^  is  exactly  the  procedure  which  was  followed,  except  the  initial 
suggestion  from  the  commission,  in  our  Ex  Parte  74,  the  general  rate 
investigation,  where  we  permitted  the  increase  of  $1,500,000,000  a 
year  in  round  numbers  in  freight  and  passenger  charges.  There  was 
no  order  entered  there  except  a  sixth-section  order  permitting  the 
tiling  of  the  tariffs  on  short  notice,  and  an  order  vacating  any  other 
orders  of  the  commission  that  might  stand  in  the  way.  This  is  the 
customary  way  of  doing  this  same  thing  quickly. 

Senator  Kenton.  I  think  you  have  quite  covered  if  the  order  is 
■carried  out. 

Mr.  AiTCHisoN.  Well,  it  is  being  carried  out  as  rapidly  as  can  be. 
Now.  I  have  some  figures  on  the  amount  of  coal  which  has  been  held 
or  is  being  held.  The  committee  asked  me  to  develop  them.  This  is 
a  statement  which  was  prepared  for  us  by  the  Car  service  Commis- 
sion of  the  American  Railway  Association.  You  understand  that  we 
act  in  close  cooperation  with  them,  because  we  believe  that  is  the 
<}uirkest  and  easiest  way  to  get  results  right  now,  but  everji;hing 
that  they  do  is  subject  to  check  and  verification  by  us.  The  cars 
held  with  coal  on  lines  as  of  August  5,  19*20,  in  excess  of  the  ability 
to  dispose  of  quickly  aggregate  18,050.  Of  these  18,050  cars,  643 
were  held  for  reconsignment.  The  statement  does  not  cover  all  of  the 
railroads  in  the  ITnited  States,  but  just  the  important  railroads  east 
of  the  Mississippi  River, 

Mr.  MiixKR.  How  many  is  vour  total  ? 

Mr.  Arrrmsox.  18,050.  Tnis  does  not  include  lines  west  of  the 
Mis'ii.ssippi  River. 

Senator  Kekton.  The  people  west  of  the  Mississippi  River  seem  to 
be  excluded  from  everything. 

Mr.  AiTCHisoN.  I  don't  think  that  there  is  any  particular  abuse 
there.  Senator;  but  when  we  get  word  from  responsible  State  au- 
thorities, from  our  own  inspectors,  showing  no  particular  trouble 
with  respect  to  coal  in  that  territory,  I  am  glad  to  exclude  it  from 
siv  consideration  and  not  impose  restrictions  on  its  traffic. 
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Senator  Kenyon.  They  don't  complain  as  much,  perhaps,  as  East- 
ern States. 

Mr.  AiTCHisoN.  Now,  Senator,  that  covers  the  service-order  situ- 
ation to-day. 


Mr.  AncHisoN.  Yes.  For  instance,  in  the  Pocahontas  district, 
that  is  a  district  that  is  served  by  the  Norfolk  &  Western  and  the 
Chesapeake  &  Ohio  and  the  Virgmia  railroad ;  none  are  shown. 

Mr.  Miller.  I  have  a  letter  here  from  the  American  Railroad  As- 
sociation which  says — dated  the  5th  of  August — which  says  "  at  the 
present  time  our  records  as  of  July  23  show  that  there  is  a  total  of 
3,270  held  on  all  lines  for  reconsignment." 

Mr.  AiTCHisoN.  What  date  was  that? 

Mr.  Miller.  The  5th  day  of  August. 

Mr.  Quirk.  All  freight.    This  is  coal. 

Mr.  AiTCHisoN.  The  Senator  asked  for  coal,  and  it  was  necessary 
to  get  a  special  report,  because  the  available  statistics  did  not  sepa- 
rate cars  held  as  between  commodities.  It  was  necessary  to  get  a 
special  report. 

The  Chairman.  Your  letter  is  "  all  commodities,"  Mr.  Miller. 

Mr.  Miller.  Why,  it  isn't  clear  to  me  just  «vhat  it  is. 

Mr.  AiTCHisoN.  1  want  to  take  occasion,  if  the  committee  is  in- 
terested in  the  subject,  to  attempt  to  go  into  the  question  as  to 
whether  there  was  an  absolute  or  a  relative  inadequacy  of  transporta- 
tion facilities. 

Mr.  Miller.  May  I  ask  a  question.  Senator,  before  you  leave  that 
point?  Six  hundred  and  fifty-three  cars  for  reconsignment  was  the 
figure,  was  it  not? 

Mr.  AiTCiiisoN,  Eight  hundred  and  forty-thi'ee  of  coal  on  one  day. 

Mr.  Miller.  That  doesn't  cover  anything  on  reconsignment  in 
transit. 

Mr.  AiTCHisoN.  Held  for  reconsignment,  that  is  stopped.  There  is 
no  way  of  telling  w^hether  the  car  is  for  reconsignment  if  moving. 
It  can  be  reconsigned  in  transit. 

Mr.  Miller.  There  is  no  way  of  getting  at  that  figure — how  large 
a  figure  that  w^ould  be. 

Mr.  AiTCHisoN.  Any  car  is  a  potential  candidate  for  being  recon- 
signed.     The  answer  would  be,  all  cars. 

Mr.  Miller.  Well,  the  question  is  how  many  had  gone  from  the 
potential  to  the  actual  state. 

Mr.  AiTCHisoN.  Six  hundred  and  forty-three. 

Mr.  Miller.  All  reconsigned  on  that  day? 

Mr.  AiTCHisoN.  Yes;  of  coal. 

Mr.  Miller.  Or  were  held  for  reconsignment  on  that  day. 

Mr.  AiTCHisoN.  Held  for  reconsignment.  If  you  want  to  know 
how  many  cars  were  in  fact  reconsigned.  I  don't  know. 

Mr.  Miller.  There  might  have  been  thousands  reconsigned  before 
they  got  to  their  destination. 

Sir.  AiTCHisoN.  It  has  been  the  practice  of  many  carriers  to  do 
as,  for  instance,  in  Chicago  and  eastern  Illinois,  bill  coal  to  Faithorn, 
and  before  or  about  the  time  the  car  gets  to  Faithorn  its  final  des- 
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tination  is  indicated.  The  privilege  of  reconsignment  in  normal 
times  is  one  of  great  value  to  the  shipper  and  one  of  value  to  the 
carrier,  because  it  permits  an  equable  flow  of  traffic  and  commodi- 
ties where  the  commodities  are  needed  and  can  be  absorbed^  and  it 
avoids  the  evil  consequence  of  glutting  of  markets  and  the  like. 

Mr.  Miliar.  And  yet  it  may  be  possible  by  reconsignment  to  bring 
it  back  to  its  original  place  of  destination. 

Mr.  AiTCHisoN.  No;  it  can't.  I  was  sworn  in  as  a  commissioner 
in  the  middle  of  the  reconsignment  case  then  on,  and  there  were  4,000 
pa^es  of  briefs  lying  on  my  desk  as  I  walked  in.  The  matter  has 
i»een  up  l>efore  the  commission  repeatedly  and  only  the  other  day  we 
had  occasion  to  pass  on  an  amendatory  report,  which  is  not  out  yet. 
We  are  trying  to  get  the  abuses  out  and  keep  the  privilege  what  it 
ought  to  be,  a  matter  of  service  alike  to  the  shipper  and  to  the  carrier. 

Senator  Kknyon.  There  have  been  no  restrictions  west  of  the 
Missis^^ippi  Kiver.  Now,  why  is  it  that  the  railroads  have  given  coal 
preference  to  the  detriment  of  other  traffic? 

Mr.  AiTCHisoN.  There? 

Senator  Kenton.  Yes. 

Mr.  AiTcmsc^N.  I  don't  know.  I  know  of  no  reason  why  west  of  the 
Mis*;issippi  River  they  shouldn't  have  given  all  traffic  ratable  treat- 
ment, so  far  as  is  consistent  with  their  undoubted  duty  to  get  rid  of 
tli*»  surplus  of  cars  that  they  have  on  their  hands. 

Xow.  I  would  like  just  to  show  the  committee,  if  I  may,  what  the 
♦-tft^ct  has  been  on  our  attempts  to  handle  this  coal  situation.  The 
ninm*s  I  have  are  authentic;  they  are  taken  from  governmental 
«<»un'es.     [The  witness  produces  some  tables.] 

The  total  coal  production  in  the  United  States  for  1920  kept  up  to 
the  normal  of  1917  and  1918  and  considerably  in  excess  of  1919,  until 
tlie  switchmen's  strike  came  along  on  the  14th  or  15th  of  April,  1920. 
The  effect  was  shown  itnmediately  by  a  drop  in  production.  Since 
that  time  there  has  been  a  steady  increase  in  the  amount  of  produc- 
t:«)n.  lK)th  per  working  day  and  per  week,  interrupted  by  the  recent 
-trike  of  the  bituminous  coal  workers  in  Illinois  and  Indiana.  The 
pnvluclion  of  bituminous  coal  in  this  countrs'  for  the  last  week  has 
i^'^n  e<jualed  only  this  year  in  the  week  of  "March  27  and  the  first 
three  weeks  of  the  year,  and  the  total  production  per  week  is  now 
"•ri«'iclera!>Iv  in  excess  l>oth  of  1917  and  1919  and  is  close  to  the  pro- 
«  action  of 'Ijalx)r  Day  week  of  1918,  which  was  the  banner  year  in 
O.J'  country's  history  in  coal  production. 

Nt>t  alone  has  the  equipment  of  the  country  not  considerably  in- 
•  nr-AM^l  (lurinir  the  last  three  years  but  there  is  the  question  oif  the 
'•••r.<lition  in  which  the  equipment  is.  If  the  committee  will  pardon 
t:  ♦•.  I  do  not  comment  on  that  feature,  because  in  most  of  the  con- 
tnrt*i  wliirh  were  entered  into  between  the  carriers  and  the  (lovern- 
r.pnt  for  rf#mpenRation  the  commission  was  named  as  the  arbitrator 
t  determine  those  questions,  and  it  is  quite  possible  that  that  <]ues- 
•'•n  will  have  to  come  to  me  as  an  arbitrator.  I  might  say  that  it  is 
'•I'imeii  by  the  carriers  that  their  cars  are  not  in  as  good  conditi<m 
-t  the  en<l  of  Federal  control  as  they  were  when  they  were  taken 
••'.tT,  and  »  good  deal  of  alarm  has  l)ee*n  expressed  over  the  bad-order 
^  *-iation.  But  such  data  as  I  have  indicate  that  the  bad-order  situa- 
tir«  k  now  no  worse  than  it  was  at  the  corresponding  point  of  1918 
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and  is  considerably  better  than  it  was  in  1919,  not  alone  as  to  box  cars 
but  as  to  open-top  cars  as  well  and  for  all  cars. 

Prof.  Johnson.  Does  that  indicate  the  condition  of  the  cars,  the 
condition  being  defined  as  fit  for  the  service  for  the  cars  intended  ( 

Mr.  AiTCHisoN.  I  didn't  have  to  do  with  the  definition. 

Prof.  Johnson.  There  has  been  some  question  as  to  the  definition 
of  a  bad-order  car  and  a  car  in  ^ood  order. 

Mr.  AiTCHTsoN.  I  know  all  the  carriers  do  not  interpret  it  the 
same  way,  but  I  take  it  for  comparative  purposes  that  the  same  bases 
wei-e  used  in  the  compilation  of  these  figures  for  1918, 1919,  and  b)20. 

Prof.  Johnson.  Undoubtedly  that  is  true. 

Mr.  AiTCHisoN.  So  it  is  the  general  trend  rather  than  the  (juantum 
that  I  am  speaking  of  now. 

Prof.  Johnson.  There  might  have  been,  however,  a  very  large 
number  of  box  cars  not  fit  to  carry  grain. 

Mr.  Attchison.  That  brings  me  to  this  observation :  Times  change 
and  we  must  change  with  them.  One  necessary  effect  of  the  pooling- 
of  cars  and  the  greater  fluidity  of  motion  that  attended  that  i^ool 
was  the  fact  that  the  cars  which  the  Great  Northern  and  the  Northern 
Pacific  designed  for  a  particular  kind  of  traffic  necessarily  got  away 
from  them,  and  if  we  are  going  to  have  the  greater  fluidity  that  comes 
with  the  pooling:  of  cars  we  have  got  to  take  the  disadvantage  that 
comes  with  it  in  the  scattering  of  cars  which  are  available  for  a 
particular  kind  of  use. 

Prof.  Johnson.  That  is  a  very  instant  suggestion. 

Mr.  ArrcHisoN.  Now,  I  want  to  comment  on  the  labor  situation  as 
far  as  it  has  affected  movement.  I  have  a  statement  here  which  is 
prepared  from  reports  made  by  our  own  inspectors  in  Buffalo, 
Chicago,  Cincinnati,  Cleveland,  Detroit,  Kansas  City,  Peoria,  Balti- 
more, Pittsburgh,  and  St.  Louis.  Those  are  all  important  gatewajrs, 
where  we  maintain  terminal  committees,  and  part  of  their  duty  was 
to  look  into  the  adequacy  of  the  labor  supply  in  the  cities.  The  yard 
men  employed  normally  would  be  58,560.  That  would  vary,  of 
course,  from  time  to  time,  but  on  the  14th  of  April  there  were  only 
14,516  of  these  men  at  work  in  those  important  gateways.  On  the 
20th  of  April  there  were  14,277,  less  than  one-fourth  of  the  total  num- 
ber of  vard  men.  On  May  5  the  number  had  increased  to  26,318 ;  and 
May  1*2,  28,872 ;  on  June  9,  37,192 ;  and  on  July  9,  39,619 ;  which  is 
approximately  67^  per  cent  of  the  normal  yard  men  at  these,  the 
controlling  gateways  of  the  East.  Chicago  and  Peoria  and  St.  Louis 
are  gateways  leading  to  the  West.  The  efficiency  of  these  men  can  by- 
no  manner  or  means  be  measured  by  their  number,  because  you  can 
not  take  men  from  the  general  offices  and  from  the  clerical  force  or 
inexperienced  men  off  the  road  and  put  them  in  yards  and  expect  to 
get  100  per  cent  results,  nor  do  you. 

The  effect  upon  transportation  is  also  by  no  manner  or  means  re- 
flected by  the  number  of  men  that  work  directly.  That  is,  the  cessa- 
tion of  the  labor  of  a  comparatively  insignificant  number  of  men  at 
a  certain  point  may  have  an  effect  upon  transportation  totally  dispro- 
portionate to  the  number  of  men  who  leave  the  service  as  compared 
with  those  who  remain  in  the  service.  I  have  had  a  good  many  dis- 
couragements in  my  life  but  I  hope  never  to  ^o  through  any  like  the 
experience  of  the  last  three  months,  when  things  would  be'  lined  up- 


RECONSTRUCTION   AND  PRODUCTION.  237 

So  that  in  a  transportntion  way  it  seemed  as  if  they  would  move  the 
traffic,  and  then  would  pick  up  a  morninfi:  paper  and  find  that  1,600 
rnt>n  had  pone  out  on  a  strike  some  place  that  you  never  dreamed  of 
and  for  some  reason  that  was  not  assigned. 

Despite  all  this,  the  interesting  question  presents  itself  as  to  what 
traffic  has  been  offered  and  what  has  moved.  I  think  that  the  facts 
will  show  that  the  carriers  during  the  six  months  ended  June  30 
liad  transported,  strikes  and  all  considered,  an  amount  equal  to  that 
which  they  have  transported  in  the  same  period  in  any  year  except 
one;  and  that  the  difference  between  the  amount  transported  in  that 
year  and  this  year  is  negligible.  I  think  they  will  als6  show  that  the 
transportation  facilities  have  been  relatively  inadequate  because  there 
lias  been  a  greater  domestic  demand  for  transportation  during  these 
six  months  than  in  the  same  six  monlhs  period  in  any  preceding  year, 
ami,  of  course,  it  is  the  inability  to  meet  demands  that  causes  cfistress 
and  panic,  rather  than  the  actual  amount  moved. 

I  asked  Dr.  I^orenz,  who  is  our  statistician,  to  give  me  some 
figures  showing  the  volume  of  traffic  in  1920, 1919, 1918,  and  1917,  and 
he  has  compiled  a  statement  which  I  will  not  read  to  the  committee, 
which  covers  in  general  class  1  roads.  For  1920  it  is  somewhat  an 
approximation,  because  the  reports  are  not  all  in;  there  is  a  lag  in 
<r»'tting  in  the  reports.  I  will  give  it  in  round  figures :  1917,  the 
ru^t-ton  miles,  in  thousands,  was  209,695,888;  that  is,  it  is  really  209,- 
<;:Ci.sss,0(M).  In  1918  it  was  208,227,588;  in  1919,  178,083,192;  and 
li*JU.  208,4.35,397  thousands. 

In  other  words,  this  year  there  have  been  carried  net  tons,  compared 
with  la.st  year  as  208  is  to  178.  We  are  greatly  in  excess  of  the 
traffic  carried  in  1919,  and  we  are  less  than  one-half  of  1  per  cent 
I'phind  the  traffic  carried  in  1917  for  this  six  months'  period.  When 
vou  consider  that  in  1917  and  1918  an  enormous  volume  of  traffic 

« 

w>i>  trovernmental  in  character  and  traffic  which  could  not  be  expected 
to  \)e  reproduced  in  peace  times,  that  when  you  find  that  we  are 
irua-^I>orting  the  same  amount  of  net-ton  miles  now,  the  conclusion  is 
t'-  me  im»sistible  that  it  is  the  revenue  domestic  freight  which  has  so 
^rvatly  increased;  and  when  we  know  that  we  had  a  greater  cry  of 
^^'0^t•^<re  now  than  wo  had  in  1918,  it  seems  to  me  clear  that  the 
l*mand  for  transportation  this  year  has  considerably- exceeded  the 
•i»mand  for  transportation  in  preceding  years. 

Mr.  Miixtue.  Mr.  Chairman,  may  1  ask  Mr.  Aitchison  if  he  has 

ir.v  record  of  the  amount  of  transportation  given  to  the  building 

I  J  i>tr>*  i    Continued  reports  have  come  to  this  committee  and  before 

^-  »*•  tiuif  of  a  lack  of  transportation  to  the  building  industry.     Is 

f  lit  ffTwiter  this  vear  on  vour  records  than  ever  before? 

Mr  AiTrmsoN.  I  liave  no  such  figures.  First,  I  would  have  to 
i-k  for  a  definition  of  the  building  industry. 

Mr.  MiM.KR.  Well,  sand,  gravel,  broken  stone,  lumber. 

Mr.  Aitchison.  1  have  figures  indicating  here  that  for  the  week 

•^  linir  Julv  24,  1920,  25,122  cars  were  furnislied  for  sand,  stone  and 

;rrivel  in  the  United  States.    The  requisitions  were  60,831.    Forty- 

f*«*  i>er  (N»nt  were  furnished  and  of  the  25,122  which  were  furnished 

-l.l.VJ  were  Ioade<i  that  week. 

Mr.  MiiXEit.  For  instance,  I  have  a  list  here  of  400  cars  of  lumber 
*.-M  in  the  Potomac  yards,  some  since  the  22d  of  March. 

Mr.  QviufL  WelK  that  is  running  at  Jt^lO  a  day. 
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Mr.  Miller.  And  the  information  given  is  that  they  wouldn't  be 
moved  for  60  days. 

Mr.  AiTCHisoN.  I  would  like  to  have  that  letter.  I  will  be  glad  to 
run  it  down. 

Mr.  Miller.  That  matter  has  been  run  down.  It  would  seem  an 
injustice  to  charge  the  shippers  in  the  matter  or  the  consignee  $10  a 
day  when  it  is  held  up  without  their  consent. 

Mr.  AiTCHisoN.  How  do  you  know  it  is  held  up  without  their  con- 
sent ?  That  is  a  situation  the  carriers  long  ago  found  existed ;  that 
a  great  deal  of  this  lumber  was  being  held  and  the  consignee  was 
cheerfully  paying  the  $10  penalty  on  top  of  his  demurrage  and  mak- 
ing money  doing  it,  by  reason  of  the  fact  that  the  lumber  market  was 
jumping  like  a  sky  rocket.     No\y  that  time  has  passed. 

Mr.  Miller.  The  lumber  market  has  fallen  and  this  complaint  was 
brought  to  our  attention  by  the  lumber  people  themselves. 

Mr.  AiTCHisoN.  Well,  he  says  it  is  being  held  on  account  of  tlie 
embargo.  This  is  June  26,  1920,  and  I  submit  that  at  that  time  that 
there  was  a  strike  of  1,500  men  on  the  B.  &  O.  in  the  city  of  Baltimore 
which  tied  up  everything  except  foodstuffs.  Now  that  is  the  answer 
to  this  letter,  which  is  dated  June  26. 

Mr.  Miller.  How  many  are  held  there  now  ? 

Mr.  ArrcHisoN.  Why,  1  have  no  knowledge  of  any  embargoes  that 
^xist  now.     Embargoes  are  matters  that  change  from  day  to  day. 

Mr.  Miller.  It  would  be  interesting  to  find  out  how  many  of  those 
are  still  there. 

Mr.  AiTCHisoN.  I  would  cheerfully  do  it  and  run  this  down  and 
find  out  when  everyone  of  those  moved,  but  j^ou  are  tallcing  of  an 
embargo  which  comes  from  the  men — switchmen — walking  out  and 
assignmg  no  reason  for  it  and  nobody,  commission,  Congress,  or  any- 
body, can  prevent  that  unless  we  can  compel  men  to  go  to  work  and 
keep  traffic  moving.  I  think  from  your  question  that  those  were 
being  held  for  reconsignment. 

Mr.  Miller.  What  date  was  the  strike  that  you  speak  of,  what  date 
was  that  ? 

Mr.  AiTCHisoN.  The  strike  at  Philadelphia,  Baltimore,  and  Xew 
Haven  took  place  on  June  26. 

Mr.  Miller.  Well,  those  cars  have  been  held  some  since  March. 

Mr.  AiTCHisoN.  There  were  local  embargoes  before  that,  on  ac- 
count of  the  situation  you  see,  as  it  existed  as  far  back  as  the  14th  of 
April.  Now,  I  want  you  to  understand  that  the  East  is  chock-full  of 
cars  that  ought  not  to  be  here,  and  ought  to  get  out,  but  they  are  not 
being  moved  out.  I  have  a  statement  with  respect  to  all  the  class 
1  roads  for  the  month  of  May  and  also  covers  the  five  months  ending 
with  May,  and  there  are  some  interesting  things  developed.  The 
mileage  covered  is  approximately  193,000  miles,  about  38,700  miles  is 
not  in  here,  for  the  smaller  lines.  Freight-train  service  miles  or 
freight-service  train  miles  for  the  month  of  May  increased  over  the 
month  of  May,  1919,  13.56  per  cent,  for  the  first  five  months  of  this 
year  over  1919, 13.11  per  cent.  The  passenger  service  train  miles  did 
not  increase  in  anything  like  the  same  proportion.  The  increase  they 
made  was  2.91  per  cent  this  year  over  last ;  for  the  five  months  4.49 
per  cent.  Now  the  net  ton  miles  increased  for  May  14.79  per  cent 
over  May  of  last  year  and  for  the  five  months  15.41  per  cent. 
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Contrasting  these  fip:nres  with  the  freight-car  miles  loaded  with 
the  Ioa<le(l  mileage  from  May  was  12.84  per  cent  greater  this  year  than 
May  last  year  and  for  the  five  months  was  13.94  per  cent  over  last 
year.  It  should  be  observed  that  the  percentage  of  increase  for  the 
frei<rht-car  miles  loaded  is  less  than  for  the  net-ton  miles.  That  re- 
lleets  itself  in  the  volume  of  loading  of  the  commodities  of  that  charac- 
ter. There  is  also  a  decrease  of  3.67  per  cent  in  May  for  the  empty 
freight-car  miles  over  May  of  last  year,  and  for  the  five  months  there 
is  a  slight  decrease  but  not  an  appreciable  one.  This  indicates  some 
of  the  effect  of  the  intensive  work  for  the  reduction  of  the  empty-car 
mileage. 

Now,  I  will  take  June.  I  have  some  preliminary  figures  here  for 
a  number  of  the  illustrative  roads,  includmg  such  as  the  Chesapeake  & 
Ohio,  the  Norfolk  &  Western,  the  Baltimore  &  Ohio,  the  Erie,  the 
liouisville  &  Nashville,  the  Great  Northern,  and  the  Northern  Pa- 
'ilic,  Atchison,  Union  Pacific,  Seaboard,  and  Missouri,  Kansas  & 
Texas.  They  are  an  illustrative  lot  of  roads,  and,  without  going  into 
detail,  I  will  say  that  the  net  ton-miles  for  June  this  year  show  an 
iri«rea>>e  of  18,1  i>er  cent  over  June,  1919,  for  those  roads,  which  are 
lije  onlv  ones  for  which  reports  are  available  at  this  time. 

Mr.  AliLLER.  And  yet,  Mr.  Aitchison,  there  is  a  nation-wide  short- 
tiL'e  of  housing  to  such  an  extent  that  in  every  city  and  town  there 
are  two  or  three  committees  working  on  the  situation.    The  universal 

•  '•r;if»laint  is  that  they  can't  get  the  transportation  for  building  mate- 
r.ale,  and  it  will  be  interesting  to  know  how  much  of  that  transporta- 
t.</u  was  classified,  how  much  of  it  goes  for  nonessentials — say,  for 
ai.tffmobiles — and  now  much  goes  for  essentials,  like  grain  and  coal. 
Next  to  fuel  and  food  is  housmg. 

iff,  Aitchison.  With  respect  to  that,  I  seek  in  vain  in  the  inter- 
state commerce  act  anything  that  gives  us  the  power  to  say  that  the 
lutomobile  is  a  nonessential,  waiving  for  the  moment  the  claim  of 
the  automobile  manufacturer  that  his  product  is  an  essential.  It 
<i*ie>  not  seem  to  me  that  Congress  has  attempted  to  make  us  the 
•li'.tator  of  the  commercial  policy  of  the  Unitea  States  Government. 
If  we  can  forbid  the  manufacture  of  automobiles  because  we  consider 
tiiem  to  be  nonessential,  there  is  little  that  we  can  not  do.  If ,  as  many 
Kive  claimed,  we  can  forbid  the  exportation  of  coal  to  Europe  on 
Vi^  ground  that  it  is  having  a  bad  effect  on  the  price,  we  can  forbid 
I  je  ejEportation  of  wheat,  oecause  the  price  is  fixed  in  Liverpool,  and 
I'l^erpool  may  be  making  a  strong  demand  for  wheat,  and  its  bidding 
nn^'ht  result  m  a  high  price  for  the  wheat  that  we  consume  domes- 
li'ully. 

Prof.  J01111N8ON.  You  can,  in  effect,  however,  determine  what  uses 
^hili  be  made  of  coal  eouipment,  can  you  not,  and  thus  really  accom- 
plteh  the  prohibition  ot  the  export  of  coal? 

Mr.  .VjTC'ifiMiN.  I  presume  we  could.  To  do  so  would  be  an  as- 
*mplJon  of  jxjwer  to  deal  with  a  question  of  international  policy 

•  .•  an  admini.strative  airency,  which  nowhere  in  the  law  is  charged 
».ili  that  duty,  and  to  do  it  counter  to  the  express  declaration  of  the 
I't^irtment^  of  tlie  Government  which  are  concerned  with  these 
'  '!>itai  questions  as  to  the  undesirability  of  such  action. 

Senator  Kextok.  The  commission  has  the  power  to  determine  the 
^ri^Tpfncy  and  issue  orders  to  relieve  the  emergency,  could  it  not? 
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Mr.  AiTCHisoN.  We  have  the  power  with  respect  to  routing,  to 
move  the  traffic,  and  distribute  it  so  as  to  best  promote  the  ser^'ice 
and  the  interest  of  the  public  and  the  commerpe  of  the  people.  It 
does  not  appear  that  the  "  commerce  of  the  people,"  which  we  are  to 
aid,  is  merely  its  domestic  commerce.  I  take  it  that  our  powers 
with  respect  to  emergencies  and  embargoes,  and  so  on,  were  conferred 
using  the  term  embargoes  in  the  sense  in  which  the  term  was  cus- 
tomarily used  in  the  nomenclature  of  railroad  transportation  at  the 
time  Congress  passed  this  act,  which  certainly  did  not  include  the 
prohibition  of  the  exportation  to  other  countries,  but  related  to  mat- 
ters such  as  you  have  spoken  of. 

Mr.  Miller.  There  is  a  housing  emergency,  according  to  the  popu- 
lar opinion  to-day,  and  there  is  also  a  very  great  emergency  in  the 
matter  of  coal,  particularly  the  prices  of  coal.  We  have  had  one 
witness  testify  that  the  people  were  being  gouged  to  the  extent  of 
about  $1,000,000  a  day.  The  exportation  of  coal  perhaps  helped 
that  to  continue,  but  the  housing  situation  is  an  emergency.  Soon 
we  will  have  a  food  emergency. 

Mr.  AiTCHisoN.  I  trust  not.    It  will  not  if  foresight  can  avoid  it. 

Mr.  Miller.  Now,  the  next  question  is  in  relation  to  your  record 
of  transportation;  how  much  oi  it  has  been  used  for  food,  how  much 
of  it  has  been  used  for  coal,  and  how  much  of  it  has  been  used  for 
the  Nation's  next  greatest  necessity,  housing,  or  has  it  been  absorbed 
by  other  things? 

Mr.  AiTCHisoN.  What  do  you  mean  absorbed  by  other  things? 
Going  back  to  the  automobile  situation  ? 

Mr.  Miller.  Yes. 

Mr.  AiTCHisoN.  The  amount  of  traffic  in  less-than-carload  freight 
loads  is  negligible.  The  less-than-carload  traffic  will  not  use,  per- 
haps, 5  per  cent  of  the  total  cars  used  in  the  country.  Now,  with 
respect  to  automobiles.  As  a  practical  matter  they  have  been  shifted 
from  one  kind  of  equipment  onto  another,  until  now,  practically, 
they  have  to  resort  to  expedients  to  get  anything  to  move  them  on. 
We  did  unofficially  suggest  to  the  car  service  commission  of  the 
American  Railway  Association  the  desirabilit,y  of  taking  care  of  the 
movement  of  threshing  machines  on  open-top  fiat  equipment,  and 
that  has  been  handled  at  the  expense  of  the  automobile. 

Senator  Kenyon.  So  it  should. 

Mr.  AiTcmsoN.  But  we  didn't  do  it  by  our  order.  It  was  done, 
though. 

Senator  Kenyon.  Couldn't  a  larger  number  of  automobiles  be 
handled  on  the  public  highways,  so  as  to  avoid  bringing  them  in  on 
the  cars ;  they  go  faster  than  the  freight  trains  ? 

Mr.  AiTCHisoN.  They  are  being  handled  that  way,  Senater,  but  I 
don't  observe  anywhere  that  Congress  has  given  us  the  right  to  say 
that  automobiles  can  not  be  transported;  but  on  the  other  hand, 
Congress  has  said  in  the  Act  to  Regulate  Commerce  tluft  there  should 
be  no  discrimination  between  kinds  of  traffic. 

Senator  Kenyon.  You  give  priorities? 

Mr.  ArrcHisoN.  We  can  give  priority.  Now,  with  respect  to  this 
embargo  feature,  I  mentioned  the  fact  that  the  embargo  would  run 
counter  to  the  expressed  wishes  of  representative  departments  of 
the  Government.    In  my  judgment  it  would  also  be  unnecessary,  be- 
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«'a!]se  if  we  were  to  take  from  the  total  amount  of  coal  which  has 
l>een  produced  the  whole  amount  which  has  been  exported  overseas 
tilt*  tliminution  would  be  inconsiderable  in  the  aggregate,  although 
the  amount  exported  this  year  is  more  than  in  other  years.  I  sup- 
|>  »o  you  have  all  those  figures. 

A  great  deal  of  careless  language  has  been  thrown  around  with 
rr >j)ect  to  cutting  off  exports  of  coal.  C'utting  off  all  exports  means 
tin*  exclusion  of  Canada  from  coal.  I  don't  know  anybody,  with 
the  exception  of  one  institution  in  the  United  States,  that  has  pro- 
u  -t<Hl  against  Canada  being  supplied  with  coal  by  us. 

Senator  Kenyon.  How  much  are  we  shipping  to  Canada;  have 
\''U  any  idea? 

ilr.  AiTCHisoN.  Approximately  15,000,000  tons  a  year.  I  can  give 
}'Hi  the  precise  figures  later. 

Senator  Kenyun.  Do  you  know  w^hat  Canada  is  exporting  to 
Lnrope? 

Mr.  AiTCHisoN.  None.    They  have  placed  an  embargo  against  the 

♦  xj^ortation  of  all  coal  except  to  the  United  States.  We  were  fur- 
f.  -ht^l  with  a  copy  of  it  through  the  State  Department. 

.N*nat«»r  Kenyon.  They  have  an  embargo? 

Mr.  AiTCiiisoN.  They  have  an  embargo.  Further,  an  embargo 
•••  ••xjM»rlati(m  of  coal  will  cut  off  Cuba.     I  don't  like  to  think  of  the 

♦  irrt  on  our  sugar  c(»nsumption  of  the  cuttinir  off  of  Cuba  from  get- 
t  ';j:  <*«ial.  and  Cuba  takes  between  l.oOO.ooo  and  2,()()().()00  tons  a  year. 
N  »r  ^lo  I  like  to  contemplate  cutting  off  Panama  from  the  supply 
'  '  '.jnl.  There  are  American  vessels  which  have  to  be  coaled  at 
1'  '.arna. 

Mr.  .MiixER.  The  talk  has  been  rather  the  curbing  of  exports  than 
t.  -  ♦'ml'urgo  of  exports. 

Mr.  ArrcmsoN.  I  think  it  has  finally  gotten  around  to  that;  but 
I  V.  jrit  to  say  this,  that  it  is  clear  to  anyone  who  is  candid  an<l  will 
-'  .  ly  the  fitrures  that  New  England  can  be  supplied  with  the  extra 
i  •'.  »'Hi  tons  a  month,  all  she  needs  in  additi<m  to  what  she  was  get- 
t  :  J  xiy  there,  without  materially  curbing  our  ex])orts. 

If  we  are  asked  to  curb  exports  because  of  its  effect  on  price,  I 
'  '.e  In  say  that  I  don't  see  why  we  should  do  it  any  more  than  we 

♦  "rl'l  stop  th»»  exp(»rts  of  grain  because  we  don't  like  the  effe<"t  of 
*'••  Li\4»r|>ool  grain  market. 

'^•nator  Kenyon.  IIow  much  of  our  exports  consist  of  coal? 

Mr.  AiTCHisoN.  For  the  month  of  .Tune,  lOi^O,  jis  shown  by  the 
'-.-..ioifirril  Survi»y  Bulletin  No.  l'^9,  page  0,  the  t^ital  tidewater  coal 
-N;"»rt*-.l  inns  2.r74.7f>s  tons  out  of  a  total  of  4.(»08,S.VJ  tons  which 
•  f»*  ']iimf>ed  at  titlewater. 

^•n.itor  Kenyon.  The  coal  shortage  is  about  thnt,  isn't  it? 

Mr.  .Vrrriii^fiN.  Why,  I  don't  know  that  there  is  a  shortage.  We 
»•»•  'r>:u]<linir  up  stocks. 

'^nator  Kenyon.  I  thought  there  is  a  shortage. 

Mr.  AiTrHi.<oN.  We  are  building  up  our  stocks.  They  were  de- 
;  •  *fA  nt  the  Ijeginninir  of  the  year.     I  think  that  the  trend  is  upward. 

Senator  Kenyon.  Sow,  how  many  cars,  to  get  it  down  rather 
■  "sply.  how  many  cars  would  it  require  to  get  that  coal  to  tidewater 
T  .It  i<»  exp<irted  i)er  week? 
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Mr.  AiTcmsox.  Senator,  the  commission,  in  response  to  a  Senate 
resolulion  introduced  by  Senator  Walsh,  is  to  make  a  report  to  the 
Senate  which  goes  into  that  fully  with  respect  to  the  two  months 
that  were  covered  by  the  Senate's  request,  and  as  that  is  to  be  a  matter 
of  public  record  I  sujDj^ose  it  will  be  sufficient  for  your  purpose. 

Mr.  Miller.  What  months  were  they? 

Mr.  AiTCHisoN.  March  and  April,  1920.  This  is  in  response  to 
Senate  resolution  374. 

Mr.  Miller.  During  the  months  of  March  and  April  exports  were 
under  license.  After  the  1st  of  April  and  since  that  time  exports 
have  increased  some  four  or  five  times,  so  that  those  figures  might  be 
multiplied. 

Mr.  AiTCHisoN.  I  presume  so.  The  Senator  asked  me  about  how 
lonff  it  Avould  take  for  a  car  to  go  down  and  back. 

Mr.  Miller.  About  one  week,  the  round  trip  ? 

Mr.  AiTCHisoN.  I  remember  the  statement  being  made  at  Hamp- 
ton Roads  that  a  car  which  was  then  being  dumped  would  witljin 
two  days  from  that  morning  be  back  at  the  mine  again. 

Senator  Kenyon.  I  supi)ose  there  is  considerable  coal  used  on  some 
of  those  junketing  trips  to  the  Orient  for  Members  of  Congress,  isn't 
there  ? 

Mr.  AiTCHisoN.  Well,  if  we  can  judge  from  what  the  Shipping 
Board  said  of  its  inability  to  get  coal,  I  would  say  so. 

Senator  Kenyon.  This  coal  that  is  exported — do  you  know  what 
prices  it  was  sold  for  ? 

Mr.  AiTCHisoN.  Only  by  hearsay. 

Senator  Kenyon.  I  am  told  it  is  very  large. 

Mr.  AiTCHisoN.  It  would  seem  to  me,  Senator,  that  there  you  have 
touched  upon  what  could  have  been  made  the  remedy  for  the  whole 
situation.  These  foreign  Governments  have  come  here  and  have 
asked  for  our  assistance  in  supplving  them  with  coal.  They  have 
made  very  strong  demands  on  our  humanitarian  sympathies.  As  one 
citizen,  I  feel  some  obligation  to  curtail  what  I  might  otherwise 
regard  as  coming  to  me  in  order  that  some  reparation  might  be  made 
for  the  ravages  of  the  Germans  in  the  coal-producing  territory  of 
France. 

Senator  Kenyon.  So  do  I. 

Mr.  AiTCHisoN.  But  as  they  are  coming  to  us  and  asking  for  the 
privilege,  which  is  denied  them  in  other  countries,  of  buying  our  coal 
and  taking  it  out,  it  would  seem  to  me  that  they  ought  to  exercise 
that  right  in  such  a  way  that  it  will  not  cause  incalculable  damage 
to  the  rest  of  us  here,  and  that  by  voluntary  action  on  their  part  or 
by  the  acceptance  of  a  friendly  suggestion  that  might  be  made  to 
them  that  they  should  not  have  undertaken  to  have  bid  against  each 
other. 

Senator  Kenyon.  Well,  our  sympathies  have  been  great  for  them. 
We  have  robbed  them  pretty  consistently  on  coal  prices.  Do  you 
know  what  coal  is  selling  for  in  Italy  and  France? 

Mr.  AiTCHisoN.  I  don't  know  what  it  is  selling  for.  Senator.  I 
have  heard  of  quotations  running  around  $19  and  $20,  and  I  have 
heard  of  others  as  high  as  $30. 

Senator  Kenyon.  That  is  bought  here? 

Mr.  AiTCHisoN.  At  our  ports. 
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Senator  Kenyon.  And  then  yon  add  the  frei«:ht  across  the  ocean, 
and  that  is  the  way  we  are  caring  for  onr  poor  friends. 

Mr.  AiTciiisox.  I  suppose  so.  One  other  thing  with  respect  to 
this  embargo  feature:  The  commission  might  well  be  reluctant  to 
onter  on  a  matter  of  as  grave  a  policy  as  this  when  Congress  itself 
had  had  the  proposal  made  to  it  to  embargo  these  exports  of  coal 
and  had  taken  no  action,  as  is  evidenced  by  II.  R.  No.  14285,  of  Mr. 
Dallinger,  to  prohibit  the  exportation  of  coal  from  the  United  States 
or  from  any  place  subject  to  its  jurisdiction.  Further,  Mr.  Dallin- 
ffer  introdu.'-f^d  IFouso  Kosolution  573,  the  purpose  of  which  was  to 
rHjuest  the  Interstate  Commerce  Commission  to  enforce  the  power 
roiiferred  upon  it  by  the  transportation  act  to  prohibit  the  further 
exportation  of  anthracite  and  bituminous  coal  from  the  United  States 
until  such  time  as  the  present  emergency  shall  have  passed.  Con- 
jrn'^s  took  no  action  on  either  of  these  proposals. 

Mr.  Milj^:r.  Isn't  the  subject  one  of  curbing  coal  export  rather 
tlmn  prohibiting  it  ? 

ilr.  AiTCHisox.  I  am  glad  to  hear  you  say  that.  There  has  been 
so  much  said  about  absolute  embargo  that  1  could  not  resist  the  op- 
jKirtunity  to  explain  why  we  had  not  done  what  a  great  many  people 
liave  thoughtlessly  said  we  ought  to  do — that  is,  stop  everything 
that  goes  outside  of  the  United  States. 

Senator  Kenton.  You  feel  you  have  in  the  first  place  no  power 
to  «lo  it,  and  in  the  second  place  you  doubt  the  wisdom  ? 

Mr.  AiTCiiisoN.  And  third,  I  do  not  believe  it  is  necessary. 

Senator  Kenyon.  Now,  I  have  a  little  statement  here  of  the  re- 
pon  of  the  Federal  Reserve  Board  of  July  28,  showing  that  the 
Mf^kly  ctml  requirements  of  this  country  was  11,000,000  tons  and  that 
ili*»  we*»kly  production  of  coal  was  approximately  9,000,000  tons. 

Mr.  AiTt'iiisoN.  What  week  is  that? 

.S?nator  Kenton.  July  28. 

Mr.  AiTCiiisoN.  That  was  the  week  of  the  strike. 

Sfnat<ir  Kenyon.  That  would  make  a  shortage  of  2,000,000  tons  a 

Mr.  A  ITCH  I  SON.  That  week. 

N*nator  Kenyon.  That  is  just  one  week. 

-Mr.  AircHisoN.  Oh,  ves. 

N^nnfor  Kenyon.  See  what  your  chart  shows  there. 

Mr.  AiTcHipiox.  I  can  tell  you  that  the  production  for  the  week 
•  r-l'i.L'  August  14,  11)20,  will  run  upwards  of  11,000,000  tons. 

Senator  Kenyon.  There  will  be  no  shortage  at  all?  Well,  if  you 
't.i\i  UHt  many  tons  abroad  there  will  be  a  shortage. 

Mr.  AiTCiiiftoN.  I  take  it  that  the  11,000,000  tons  include  the 
^••j«»u  shipped  abroad. 

Mr.  Miller.  Two  million  a  month.  * 

Mr.  AiTCHiBON.  It  is  a  matter  of  mathematics.  You  multiply 
l\j^*>jHH}  by  52  and  you  have  572,000,000  tons,  which  would  exceed 
ti.  »i  of  any  preceding  year  except  1918,  and  would  about  equal  that 
y«*r. 

Mr.  MiLi^EiL  (loing  back  to  the  question  of  curbing  the  export  of 
'»'i!  for  the  pur|K)se  of  con.serving  the  transportation  facilities  in 
t'.:-  r-ountrt',  the  want  of  which   is  holding  up  general  industry 
W*iaM  that  lie  within  the  |)ower  of  the  commission  < 
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Mr.  AiTCHisoN.  Well,  now,  let  us  see  where  this  coal  ccnies  from. 

Mr.  Miller.  But  the  point,  would  it  be  within  the  power  of  the 
Interstate  Commerce  Commission  to  conserve  the  traffic  facilities  of 
this  country? 

Mr.  AiTCHisoN.  I  think  so.  But  now  let  us  see  just  wnere  this 
coal  goes  to.  Most  of  it  that  is  complained  about  goes  out  of  Hamp- 
ton Koads.  Hampton  Koads  is  served  bv  the  Virginian,  Chesapeake 
&  Ohio,  Norfolk  &  Western.  These  railroads  hs^ve  equipment,  as  1 
recall  it,  that  is  built  particularly  for  the  coal  trade,  and  is  unsuit- 
able for  trade  elsewhere.  The  Virginian  does  not  run  west  of  the 
mountains,  and  it  has  got  to  take  the  coal  to  Hampton  Roads  or 
nowhere.  If  this  amount  of  coal  that  is  going  out  of  Hampton 
Koads,  a  few  hundred  thousand  tons  a  month,  isn't  going  for  export 
and  New  England  hasn't  bought  it,  where  would  it  go  ? 

Mr.  Miller.  They  couldn't  run  the  cars  toward  the  northwest 
instead  of  toward  the  southeast? 

Mr.  AiTCHisoN.  Not  from  the  Virginian.  Get  the  cars  off  that  line 
and  they  will  never  get  back.  The  thing  to  do  is  to  keep  them  run- 
ning back  and  forth  in  that  shuttle  movement,  where,  as  I  said,  the 
second  morning  after  a  car  is  dumped  it  is  back  to  the  mine. 

I  just  want  to  go  back  a  little  further  on  this  question  of  the  export 
and  curbing  of  export.  The  same  Congress  which  passed  the  trans- 
portation act  passed  the  shipping  act,  the  merchant  marine  act,  and 
section  19,  paragraph  2,  provides  that  no  rule  or  regulation  shall 
hereafter  be  established  by  any  department,  board,  bureau,  or  agency 
of  the  Government  which  affects  shipping  in  the  foreign  trade, 
excepting  rules  and  regulations  affecting  the  Public  Health  Service, 
the  Consular  Service,  and  the  Steamboat-Inspection  Service,  until 
such  rules  and  regulations  have  been  submitted  to  the  Shipping 
Board  for  its  approval  and  final  action  has  been  taken  on  them  by 
the  board  or  by  the  President.  A^uming  that  we  are  within  this 
language  of  "any  department,  board,  or  bureau  or  agency  of  the 
Government,"  and  I  don't  know  whether  we  are,  as  that  has  not  been 
finally  determined,  if  we  make  a  rule  and  regulation  which  affects 
shipping  in  the  foreign  trade,  it  must  be  submitted  to  the  board  for 
its  approval,  and  if  the  Shipping  Board  does  not  approve  it,  it  must 
go  to  the  President  for  his  approval. 

Needless  to  say  the  Shipping  Board,  which  is  in  the  business  of 
selling  transportation  by  water  to  foreipi  countries,  has  expressed, 
and  properly  expressed,  very  considerable  concern  over  the  effect  of 
any  regulation  which  we  might  promulgate  which  would  have  the 
effect  of  destroying  that  shipping.  As  a  matter  of  fact,  they  have 
represented  to  us  that  the  innocent  effect  of  service  order  No.  6  was  to 
cause  a  drop  of  several  dollars  per  ton  in  the  charter  rates  they  were 
able  to  obtain  for  their  vessels. 

Mr.  Miller.  Even  though  it  save  the  people  $1,000,000  a  day  and 
the  people  paid  $e3,000,000,000  for  ships? 

Mr.  AiTCHisoN.  Well,  service  order  No.  6  did  not.  I  think  you 
and  I  could  sit  down  with  a  pencil  and  perhaps  we  could  figure 
whether  it  would  not  have  been  a  better  thing  for  this  Government 
to  have  commandeered  the  coal  that  the  foreign  governments  and 
foreign  municipalities  have  all  taken  and  made  a  present  of  it  to 
them. 
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Senator  Ken  yon.  Well,  now,  here  are  a  few  questions;  I  think  you 
nave  perhaps  answered  nearly  all  of  them.  Do  you  not  think  it  lair 
aiiJ  sound  principle  that  the  shortage  of  transportation  facilities 
should  be  shared  alike  by  all  shippers? 

Mr.  AiTCHisoN.  No.  I  think  in  the  time  of  stress  and  famine  that 
\se  must  give  preference  to  the  things  that  are  needed  to  support  life. 

Senator  Kenton.  Well,  of  course,  food  products  would  be  first. 

Mr.  -ViTCHisoN.  First.  Also  fuel,  which  is  a  form  of  shelter,  and 
other  forms  of  shelter  as  far  as  possible. 

Senator  Kenton.  That  is,  as  to  necessities  it  is  to  be  borne  by  all 
alike,  and  you  draw  the  line  somewhere  between  luxuries  and  necessi- 
ties. 

Mr.  AiTCHisoN.  Abstractly  that  seems  to  be  proper. 

Senator  Kenton.  But  that  is  theoretically  possible  and  not  prac- 
tical. Now,  I  think  you  have  spoken  of  the  emergency,  as  you  under- 
stood it,  under  this  transportation  act.  What  do  you  understand  to 
lif  the  enlergency  covered  by  the  transportation  act  and  is  the  present 
situation  such  an  emergency? 

Mr.  AiTCHisoN.  Now  ? 

Senator  Kenton.  Yes. 

Mr.  AiTCHisoN.  I  think  that  the  emergency  still  continues,  because 
I  l»elieve  if  we  were  to  withdraw  our  directing  hand  and  should  take 
a\^ay  from  the  carriers  the  protection  which  thej^  have  in  obeying 
niir  service  orders,  there  would  be  more  or  less  of  a  chaotic  condition 
ir.  short  order. 

Senator  Kenton.  The  principle  of  priorities— you  have  answered 
i^at  as  you  went  along.  Do  they  not  reduce  the  carrying  powers  of 
tii»»  railroads^ 

Mr.  AiTCHisoN.  If  abused;  yes. 

Senator  Kenton.  Even  if  not  abused? 

Mr.  AiTciiisoN.  No;  I  don't  think  so.    For  instance,  if  we  were  to 
-•V  tljat  cars  should  be  used  for  the  transportation  of  coal  instead  of 
f«.r  *^>me  light  loading  commodity,  that  would  not  reduce  the  carry- 
Tiir  rupai'itv.    I  think  we  would  have  increased  it. 

Senator  Kknton.  But  they  work  an  injustice  to  shippers,  do  they 

Mr.  AiTcmsoN.  They  work  a  hardship  on  certain  shippers. 

>enator  Kenton.  But  not  an  injustice? 

Mr.  AITCHISON.  I  think  that  in  a  case  of  this  sort  that,  in  a  sense, 
•vf  must  get  back  to  look  at  common  necessity  and  common  good  as 
t  :••  fundamental  law. 

Mr.  Miller.  I  have  your  letter  here  of  the  24th  of  June,  in  which 

'.'   1  sav: 

v..  l'\i'  Imvii  ♦'Xtri'inoly  r«»hj<tjint  to  Issue  iH*rinlt  unlfi-s  for  particiiliir  roin- 

•  •:  •.•^.  for  exf^Tloiifv  has  abiimlimtly  sh<»wn  that  tln\v  liavo  an  effirt  to  do- 
'-  -IV*  rrM»  ain')UJit  of  tniii>i>ortati<)n  which  oan  be  liauilh'd  in  times  of  oiiht- 

-      7- 

Mr.  ArrcHiHON.  We  give  no  transportation  priorities.  If  you  re- 
'ul.  as  I  read  the  effect  of  these  service  orders,  none  of  them  pro- 
•■'J^l  for  priority  in  movement;  it  was  in  the  supply  of  cars. 

Mr.  MiM.FR.  I  am  glad  to  get  that  clear. 

Mr.  AiTcnisoN.  Why,  the  Surgeon  (leneral  of  the  United  States 

•  ari*e  to  us  and  wantecl  priorities  on  less-than-carload  shipments  of 
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chloride  of  lime  and  things  of  that  sort.  It  goes  without  saying  that 
everybody  in  the  transportation  service  wants  to  see  those  things  get 
through,  and,  if  necessary,  would  tack  a  car  on  to  a  passenger  train 
to  see  them  move,  but  it  is  utterly  out  of  the  question  to  give  priority 
on  less-than-carload  lots,  except  by  sending  it  by  express  or  aeroplane. 

To  take  care  of  a  particular  commodity  like  bauxite  would  mean  to 
put  through  a  formal  order  by  the  commission  which  would  require 
perhaps  300,000  men  in  the  United  States  to  be  watching  for  bauxite ; 
and  when  you  begin,  you  have  got  to  begin  extending  the  list  until 
we  would  get  in  the  situation  we  were  in  in  1917  where,  as  the  result 
of  priority  orders,  they  actually  had  to  bring  wrecking  trains  out  and 
reach  over  two  lines  of  track  and  pick  a  particular  car  up  and  bring 
it  over  and  put  it  on  another  tfack.  But  a  commodity  like  coal  is 
different.  Anybody  can  tell  coal  when  he  sees  it,  and  it  is  a  word  of 
four  letters  that  the  most  ignorant  of  us  can  easily  appreciate,  and 
it  isn't  burdening  a  transportation  system  by  a  confusion  of  orders 
to  give  it  priority  in  car  supply. 

Senator  Kenyon.  What  is  the  relationship  of  the  car-service  com- 
mission of  the  American  Railway  Association  to  the  commission! 

Mr.  AiTCiiisoN.  It  is  the  agent,  provided  by  section  1  of  the  inter- 
state commerce  act,  to  receive  orders  from  the  commission. 

Senator  Kenton.  Have  they  any  power  to  promulgate  any  orders, 
to  extend  any  orders? 

Mr.  Aitchison.  The  Interstate  Comnaerce  Commission  has  not  dele- 
gated to  the  car-service  commission  any  power  whatsoever. 

Senator  I^nyon.  Have  they  tried  to  exercise  any  ? 

Mr.  Aitchison.  They  give  their  directions  which  are  obeyed  by 
their  members,  by  the  consent  of  the  governed.  It  is  one  of  those 
cases  where  the  consent  of  the  governed  is  the  underlying  basis.  Un- 
der the  law  they  have  the  right  to  make  their  own  rules  as  a  primary 
matter. 

Senator  Kenyon.  In  respect  to  shippers? 

Mr.  Aitchison.  As  a  primary  matter,  subject  to  regulation.  They 
do  it  all  by  concert  of  action.     . 

Senator  Kenyon.  Was  there  any  reason  why  orders  7  and  9,  10 
and  11  should  be  in  effect  simultaneously  ? 

Mr.  Aitchison.  Yes;  they  are  all  related.  The  later  are  based  on 
the  foundation  of  the  ones  which  preceded  them. 

Senator  Kenyon.  So  that  there  was  a  reason  for  having  them  all 
in  operation? 

Mr.  Aitchison.  Order  No.  6  was  abrogated. 

Senator  Kenyon.  You  did  answer  that  these  priority  orders  had 
been  effective,  reasonably  effective? 

Mr.  Aitchison.  Yes. 

Senator  Kenyon.  If  they  were  effective,  what  was  the  reason  for 
any  further  orders? 

Mr.  Aitchison.  Order  No.  7  was  effective  as  far  as  it  went,  but  did 
not  cure  the  situation.  It  was  all  that  we  felt  at  the  time  that  we 
were  justified  in  doing  in  the  light  of  facts  as  we  then  saw  them. 

Senator  Kenyon.  But  after  a  hearing  vou  felt  that  all  needed 
amendment  ? 

Mr.  Aitchison.  All  needed  amendment,  and  we  amended  them, 
and  then  as  time  went  on  Ave  felt  that  more  drastic  action  had  to  be 
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taken  in  order  to  get  coal  to  New  England  and  to  the  head  of  the 
Lakes. 

Senator  Kenton.  It  has  been  testified  before  this  committee  that 
the  principle  involved  in  service  order  No.  10,  assigning  cars  to  mines 
fi»r  preferred  movement  of  coal  to  the  Northwest,  was  presented  to 
the  Interstate  Commerce  Commission  as  earlv  as  May  13.  Do  you 
kij«)W  why  action  along  that  line  was  deferred  until  July  20,  or  why 
siK  h  acti<m  was  avoided  when  service  order  No.  7  was  issued? 

Mr.  AiTCHisoN.  I  think  a  Mr.  Groverman  came  along  to  us  about — 
I  wouldn't  say  May  13,  because  my  first  connection  with  this  bureau, 
responsible  connection,  was  May  12 — but  shortly  after  the  carriers 
filed  their  petition  Mr.  Groverman  made  a  suggestion,  not  in  detail, 
as  presented  in  service  order  No.  10,  but  his  suggestion  was  this,  that 
we  should  issue  an  order  that  when  any  mine  announced  that  it  was 
willing  to  ship  to  the  head  of  the  Lakes  it  should  have  a  100  per  cent 
rar  supply. 

Senator  Kknton.  Was  the  order  made  ? 

Mr.  ArrcHisoN.  It  never  was.  We  did  not  feel  warranted  at  that 
time  in  making  it. 

Senator  Kenton.  Well,  is  that  the  reason  of  delaying  any  order 
m.tilJuly20? 

Mr.  AiTcmsoN.  His  representation? 

Senator  Kenton.  Or  any  representation? 

Mr,  ArrcHisoN.  No. 

>fnator  Kenton.  You  don't  know  why  that  was  delayed? 

Mr,  AiTCHisoN.  We  first  made  order  ifo.  5. 

Si*nator  Kentox.  What  is  the  date  of  that;  do  you  remember? 

Mr.  ArrrHisoN.  There  was  no  pool  at  the  Lake  whereby  Mr. 
^Jroverman's  scheme  could  l>e  made  effective,  and  we  first  had  to 
<^^rce  them  and  to  take  some  pretty  drastic  action  and  finally  tell 
th*m  that  there  was  no  reason  why  they  should  not  form  the  pool  in 
4'*  ho!irs;  an<l  if  thev  did  not  do  so,  we  would  take  some  other  and 
i»|'pro[)riate  steps,  and  if  necessary  we  would  embargo  equipment  to 
•■v»-ry  man  who  was  not  in  the  pool.  Then  they  formed  their  pool, 
''1 1  the  pool  was  not  formed  eltectively  until  along  about  the  1st  of 

Senator  Kenton.  You  think  you  had  the  power  to  embargo  these 

Mr.  Arrr'His<iN.  We  were  Milling  to  try  it.  By  embargo  I  mean  to 
I'i.**  ft  preference  to  the  pool,  that  the  other  man  could  move  his 
ir.ii!]/'.  hut  move  it  after  the  pool  traffic.  ^ 

Vnator  Kenton.  When  von  made  these  various  orders  did  you 
■ill  in  the  representatives  of  the  railroads  and  the  coal  operators? 

Mr.  AiTriiisoN.  Largely, 

Sf-nator  Kenton.  Were  there  any  kind  of  hearings? 

ilr.  Arrrifisox.  In  respect  to  service  orders  Nos.  1,  2,  and  3  the 
r  i.eral  puhlir  was  not  heard.  With  respect  to  order  No.  5  I  think 
I  *K'ard  evorylHKly  who  could  physically  get  to  me. 

Sf-nator  Kenvon.  Don't  you  think  the  public  should  be  heard  in 
•*i««e  matters? 

Mr.  ArrcHisoN.  I  think  not  in  an  emergency  case  requirinir  im- 
'T'-iiate  ar^tion,  where  we  are  willing  to  assume  the  responsibility 
••■  .th  which  we  are  charged :  and  the  law  specifically  provided  that 
''•may  act  with  or  without  hearing,  as  our  discretion  nictates. 
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Senator  Kenyon.  I  know  it  does,  but  as  a  general  principle  don't 
you  believe  it  would  be  better  to  have  the  public  represented? 

Mr.  AiTCHisoN.  Where  there  is  time  for  it ;  but  in  this  situation  it 
was  fii-st  aid  to  the  injured  that  was  required  rather  than  hearings. 

Senator  Kenyon.  Was  the  public  heard  in  the  rate  increase? 

Mr.  AiTCHisoN.  Several  weeks.  By  the  way.  Senator  Calder  asked 
in  a  letter  why  we  haven't  put  a  lower  percentage  of  increase  on  these 
low  graded  commodities  in  the  recent  general  advance  order  that 
we  have  on  other  commodities.    Would  you  care  to  go  into  that? 

Senator  Kenyon.  Well,  briefly. 

Mr.  AiTCiiisoN.  In  the  first  place  the  guaranty  of  the  Government 
extends  until  September  1  and  the  drain  on  the  Public  Treasury  to 
make  up  this  guaranty  runs  into  the  matter  of  millions  of  dollars 
a  day,  and  we  felt  that  we  should  exercise  every  possible  expedition 
in  getting  the  burden  shifted  from  the  Public  Treasury  to  the  car- 
riers. Our  decision  was  made  on  July  29,  23  days  after  the  case  was 
submitted  upon  oral  argument,  and  9  days,  as  I  recall  it,  after  the 
labor  award  was  announced.  Physically  there  was  absolutely  not 
any  opportunity  to  attempt  to  work  out  the  literally  millions  of  rates 
that  would  have  been  needed  if  we  had  attempted  to  put  in  a  thor- 
oughly precise  and  scientific  schedule.  We  were  also  aware  that  with 
respect  to  the  commodity  of  brick,  there  is  now  pending  before  us 
a  general  complaint  brought  by  the  brick  interests  which  has  to  do 
with  the  rates  on  that  commodity  in  the  territory  east  of  the  Rocky 
Mountains.  With  respect  to  cement,  we  have  been  all  through  that, 
and  in  the  territory  east  of  the  Rocky  Mountains  had  prescribed  the 
cement  rates.  The  question  of  relation  is  one  which  is  generally 
deemed  important  by  those  interests.  With  respect  to  cement  and 
gravel,  the  movement  is  short  and  it  has  seemed  to  us  to  be  impossible 
to  attempt  to  work  out  any  general  schedule  which  would  apply  on 
these  commodities  in  the  brief  time  that  w'e  had  in  the  general  case, 
as  the  record  was  necessarily  insufficient  and  physically  there  wasn't 
time  possible  to  make  a  precise  schedule  of  rates. 

There  was  sufficient  shown  so  that  we  felt  in  the  exercise  of  what 
we  deemed  our  sound  judgment  that  we  couldn't  make  any  exception 
of  these  commodities  in  the  general  case  with  justice  to  other  com- 
modities. Then,  again,  there  was  the  question  of  substitutes  and 
competing  commodities.  For  instance,  ouilding  stone  had  a  very 
strong  case  and  terra  cotta  is  tied  up  with  the  building  stone,  and 
then  again  along  with  stone  and  gravel  comes  cement,  and  with 
cement  come  the  ingredients  for  the  cement,  all  of  which  must  have 
a  low  rate  in  order  to  permit  a  low  price  available  on  the  finished 
product.  And  when  you  are  taking  care  of  sand,  gravel,  cement,  and 
brick,  we  have  the  question  of  steel  as  a  competing  structure,  and 
lumber,  all  interrelated  and  competing  with  each  other. 

It  seemed  that  the  fair  thing  to  do  was  to  provide  for  a  fair  per- 
centage of  increase  for  all  of  them.  The  increase  provided  is  very 
much  less  expressed  in  cents  on  these  commodities  than  on  those 
which  the  committee  has  mentioned  before  as  able  to  stand  an  in- 
crease. We  expect  that  we  will  have  to  make  amendments,  and  we 
will  doubtless  do  so,  as  complaints  come  to  us  as  the  carriers  fail  to 
make  adjustment  upon  reexamination  of  this  question. 

Senator  Kenyon.  They  propose  to  increase  them  all  ? 
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Mr.  AiTCHisoN.  Yes. 

Senator  Kenton.  Increase  building  material.    What  is  that  ? 

Mr.  AiTCHisoN.  Forty  per  cent  in  the  eastern  territory. 

Mr.  MiLLKK.  I  may  say  that  the  gentlemen  having  tnis  in  charge 
give  the  impression  that  they  are  supposed  to  make  the  full  40  per 
cent  increase  by  the  order. 

Senator  Kenton.  The  commission  says,  on  page  250  of  the  deci- 
sion of  the  Interstate  Commerce  Commission,  referring  to  the  rates 
on  sand,  gravel,  slag,  etc. — 

that  carriers  have  stated  a  wiUingness  to  promptly  adjust  rates  In  cases  where 
hanlship  results  from  the  general  percentage  increases,  and  special  attention 
\»  calkfl  to  these  commodities,  to  the  end  that  such  action  may  be  taken  as  the 
lar-ts  seem  to  warrant. 

Do  you  know  whether  the  railroads  contemplate  any  such  relief? 

Mr.  AiTCHisoN.  I  have  no  direct  information. 

Senator  Kenton.  Mr.  Willard  testified  about  that  yesterday. 

Mr.  MnjjiR.  We  asked  him,  and  his  information  was  rather  that 
there  would  be  no  relief  given. 

Mr.  AiTCHisoN.  Well,  this  may  be  said:  We  can  prescribe  40  per 
cent  or  anv  other  per  cent,  but  there  is  in  practice  a  maximum  be- 
yond which  the  carriers  can  not  safely  go  in  their  increases,  or  the 
traffic  will  not  move,  and  that  will  have  to  be  recoe^nized  eventually. 

Senator  Kenton.  Do  you  think  there  is  a  limit  that  the  people  can 
sUnd? 

Mr.  ArrcHiflON.  I  think  there  is,  but,  Senator,  I  don't  say  that  the 
limit  is  going  to  be  one  that  the  carriers  can  readily  determine. 

Senator  Kenton.  It  has  been  stated  to  this  committee  that  after  a 
recjHfst  fi)r  a  mandatory  order  against  reconsignment  had  reached  the 
Interstate  Commerce  Commission,  its  action  was  delayed  indefinitely 
owing  to  vigorous  remonstrances  on  the  part  of  interested  parties. 
Can  vdu  tell  us  who  were  these  interested  parties? 

Mr.  AiTCHfsoN.  I  think  that  probably  refers  to  Mr.  Gushing,  who 
represents  the  wholesale  coal  dealers.  The  commission  has  heard 
thojse  who  have  desired  to  express  themselves  in  letter  or  by  personal 
interview  on  all  thevse  subjects  so  far  as  it  has  been  humanly  possible, 
but  we  have  not  delaved  any  action  on  their  account. 

Senator  Kenton.  \Vhat  are  the  regulations  governing  the  distri- 
bution of  open-top  equipment  west  of  the  Mississippi  River  as  be- 
tween comnio<lities  at  the  present  time? 

Mr.  AiTriii.soN.  Mr.  Quirk  can  possiblv  answer  that. 
Mr.  Qi'iRK.  Prior  to  the  issuance  of  tne  service  orders  7  and  9  by 
lh*»  Interstate  Commerce  Commission  the  railroads  under  the  right 
that  tliey  have  to  initiate  their  own  rules  had  prescribed  a  rule  called 
••irctilar  33  of  the  American  Railway  Association,  which  required  the 
nilroads  all  over  the  United  States  to  supply  the  coal  needs  up  to  50 
l*f*T  fvnt  of  the  cars  available,  open-top  cars  I  mean,  before  being  as- 
«iffn<*d  for  any  other  use.  That  circular  was  canceled  soon  after  the 
rt»fnmi?«iion  entered  the  field  with  order  No.  7  but  the  railroads  have 
in  particular  places  throughout  the  territory  west  of  the  Mississippi 
River  admonished  the  railroads  to  look  after  the  coal  needs,  and  to 
that  extent  and  without  any  fixed  rule  they  have  preferred  coal  here 
and  there  in  the  West.    We' have  had  some  complamts  on  it. 
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Mr.  AiTCHisoN.  One  other  preferential  use  of  coal  that  the  Inter- 
state Commerce  Commission  has  encouraged,  although  it  is  not  cov- 
ered by  any  formal  order,  is  to  keep  threshing  machines  going. 

Senator  Kenyon.  Have  you  entered  any  recent  order  under  demur- 
rage? 

Mr.  Aitchison.  I  guess  that  refers  to  tlie  special  peimission  No. 
60321  with  respect  to  the  reconsignment  rates.  It  is  not  strictly  de- 
murrage but  is  in  addition  to  demurrage. 

Mr.  Quirk.  $10  a  day  in  addition  to  demurrage  after  the  free  time 
has  expired  on  cars  of  coal. 

Mr.  Aitchison.  That  applies  to  all  open-top  cars  and  cars  loaded 
with  lumber  and  coke,  and  provides  a  storage  charge  of  $10  a  day 
over  the  free  time.  You  have  this  in  mind,  that  there  is  in  contem- 
plation some  f  uEther  amendments  to  the  demurrage  rules.  Is  that 
what  you  had  in  mind  ? 

Senator  Kenyon.  I  had  in  mind  something  of  that  kind. 

Mr.  Aitchison.  Well,  that  is  on  the  way,  but  it  has  not  come  to  us 
by  way  of  application  of  the  carriers  to  put  in  an  amended  rate. 

Senator  Kenyon.  Do  you  think  that  something  further  must  be 
done  under  the  demurrage  question  to  insure  more  prompt  unload- 
ing?    Oh,  that  mav  not  be  a  fair  question. 

Mr.  Aitchison.  It  is  one  of  the  things  that  is  going  to  come  to  us 
shortly. 

Senator  Kenyon.  We  have  had  that  Baltimore  question  up,  which 
you  say  is  due  to  strike. 

Mr.  Aitchison.  I  think  it  was  due  to  the  strike  or  preceded  the 
strike. 

Senator  Kenyon.  Do  you  know  whether  the  railroads  receive  cars 
of  coal  which  they  knew  would  be  diverted  in  transit? 

Mr.  Aitchison.  If  they  do  not,  they  violate  their  tariffs  and  are 
subject  to  all  of  the  penalties  which  go  with  such  violation,  because 
the  tariffs  of  most  of  the  carriers  carry  such  provision. .  It  is  a  privi- 
lege that  they  charge  for  and  hold  out  to  the  public. 

Senator  Kenyon.  Does  that  have  any  effect  on  the  orders  you  issue, 
where  you  know  a  road  is  doing  that?  I  think  that  is  not  a  clear 
question. 

Mr.  Aitchison.  Ordinarily  it  is  not  a  reprehensible  practice,  but 
is  a  very  justiiSable  practice,  one  which  tends  to  fluidity  of  movement 
and  is  a  very  great  facility  to  the  shipper  and  the  consignee  and  is 
a  thing  in  normal  times  we  would  encourage  until  it  became  abused. 

Senator  Kenyon.  Of  course,  it  could  be  abused. 

Mr.  Aitchison.  That  is  the  reason  we  have  prevented  more  than, 
the  one  reconsignment  of  coal  now. 

Senator  Kenyon.  You  have  done  that? 

Mr.  Aitchison.  Well,  in  this  special  permission  No.  50321. 

Senator  Kenyon.  This  committee  has  been  informed  that  there  is 
a  considerable  number  of  idle  vessels  of  the  Shipping  Board  suitable 
for  coastwise  trade,  but  that  the  transportation  charge  for  coal  from- 
the  Pocahontas  district  to  New  England  is  now  S^5.25  and  that  the 
all-rail  rate  from  the  Clearfield  district  to  New  England  and  that 
the  rail  and  ocean  rates  will  be  $5.04  from  the  Clearneld  district  to- 
New  England,  and  that  the  rail  and  ocean  rates  will  be  increased  at 
least  by  80  cents,  to  $6.05.    In  order  to  relieve  the  railroad  shortage^ 
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this  committee  has  urped  the  Shipping  Board  to  reduce  its  water 
rate  from  $2.75  to  $1.50  from  Hampton  Roads  to  Boston.  This 
would  bring  the  water  rates  below  the  rail  rates.  Have  you  ever 
rec4)mmen(Ied  such  a  reduction? 

Mr.  AiTCHisoN.  We  have  not  recommended  any  changes  to  reduce 
charges  by  the  Shipping  Board,  nor  has  the  Shipping  Board  recom- 
nu^nded  to  us  what  we  should  do  with  respect  to  the  railroads. 

Sonntor  Kenyox.  You  work  in  harmony? 

Mr.  ArrcHisoN.  I  think  so.  We  have  a  conference  every  Wednes- 
'hy  afternoon  with  representatives  of  the  Shipping  Board  and  the 
I><^partment  of  Commerce  and  tlie  Department  of  State,  and  in  addi- 
ti'»n  to  that  tliere  is  a  general  economic  liaison  committee  which 
iixets  Nveoklv  in  which  the  departments  T  have  mentioned  participate. 

Senator  Ivenyox.  A  cheaper  rate,  of  course,  by  the  Shipping 
1^4 Mini  to  New  England  would  release  cars  for  use  on  other  lines. 

Mr.  AiTciiTsox.  The  New  P]ngland  representatives  at  the  time  tliey 
v^'.'ve  Wfore  us  urging  the  adoption  of  the  order  which  became  No.  5 
kiifw  there  was  this  difference,  they  knew  that  they  would  have  to 
procure  the  equipment  and  would  have  to  pay  more  for  coal  trans- 
lM»rte<l  in  that  way,  and  despite  that  fact  they  announced  their  will- 
in<rne*-s  to  do  it  in  order  to  get  the  coal. 

1  want  to  i)oint  out.  Senator,  the  marked  increase  in  the  ship- 
ment of  coal  by  rail  to  New  England  this  year.  Undoubtedly  the 
rut«-  situation  that  you  mentioned  has  a  good  deal  to  do  with  it  and 
il^)  the  possibility  that  they  could  get  a  little  better  price  at  the  mine 
that  way.  It  is  not  from  a  transportation  standpoint  desirable  to 
<«v*-rcrowd  that  all-railroad  route. 

Senator  Kenyon.  The  situation  would  be  relieved  a  great  deal  by 
the  water  transportation. 

Mr.  ArrcHisoN.  I  think  so. 

Senator  Kenyon.  That  would  be  a  matter  for  the  Shipping  Board 
tn  take  up. 

Mr.  AiTC'HisoN.  That  is  their  responsibility. 

Senator  Kenyon.  The  people  of  New  York  State  have  put  $160,- 
••■>jHK)  into  the  Barpe  Canal.  Is  there  any  way  in  which  you  would 
n^^niinmend  that  this  waterway  and  other  barge  canals  might  be 
f»rr>ught  into  luse  to  relieve  the  railroads  of  the  handling  biilkv  freight 
J.r.profitable  to  the  railroads  and  which  yet  must  be  handled  cheaply 
t"  Mipply  basic  indu.stries? 

Mr.  AiTCHisoN.  I  haven't  looked  into  that.  Senator.  There  is  this 
'  '.Mion  which  we  are  going  into  with  respect  to  the  combination  of 
tr»*  I^ke  rates  and  the  rail  rates  on  grain  from  the  Northwest  as 
'•T.tmsted  with  the  all-rail  rates,  but  that  is  not  directly  involved 
"w  th  the  New  York  Barge  Canal. 

St*nator  Kenyon.  Mr.  Willard  testified  yesterday  before  this  com- 
•TittHf  that  the  present  shortage  of  coal  could  have  been  anticipated 
\i  •  f-nnld  have  been  obviate<l  by  earlier  action  on  the  pait  of  the 
r*  .niads  in  inducing  the  movement  of  coal  to  New  England  and  the 
*^  •rthwest  earlier  in  the  season.    Do  vou  ai?ree  with  this? 

Mr  ArrrHisoN.  I  don't  think  the  railroads  or  anyl)ody  elso  can 
'••»mpel  coal  to  move  wheie  it  is  not  consigned.  In  order  that  there 
'"  n  lie  an  article  moved  in  interstate  transportation  there  must  be 
'■-ai Je  th^  ramer  both  a  consignor  and  a  consignee. 
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Senator  Kenyon.  Somebody  to  buy? 

Mr.  AiTCHisoN.  And  somebody  to  sell,  who  is  willing  to  sell  and 
does  sell. 

Prof.  Johnson.  And  it  is  your  opinion  that  the  railroads  did  not 
deny  transportation  of  coal  to  the  Northwest  ? 

Mr  AiTCiiisoN.  Unquestionably,  Prof.  Johnson,  they  were  un- 
able to  supply  all  of  the  transportation  that  was  called  for.  We  talk 
about  a  60  per  cent  car  supply.  That  does  not  mean  60  per  cent  of 
the  coal  which  ought  to  be  produced  or  could  be  produced.  The 
system  of  mine  ratin<j:s  has  «:rown  up  under  a  formida  which  was 
prescribed  by  the  Railroad  Administration.  If  we  were  to  take  100 
per  cent  of  the  mine  ratings  of  the  country  and  could  supply  equip- 
ment at  the  rate  of  1(K)  per  cent  right  along,  this  country  would  be 
glutted  with  coal  in  a  very  short  order,  because  the  total  mine  rat- 
ings would  produce  upward  of  19,000,000  tons  per  week,  whereas  if 
we  could  keep  clone  to  12,000,000  tons  we  are  supplying  all  or  more 
than  we  need. 

The  mine  ratings  probably  run,  or  rather  the  efficient  production 
of  the  mines  runs,  about  60  per  cent  of  the  mine  ratings,  .so  that 
when  we  speak  about  a  60  per  cent  car  supply  it  probably  amounts 
to  all  that  ought  to  be  given,  by  and  large. 

Now,  I  have  heard  this  statement  made,  not  once  but  a  good  many 
times,  in  the  presence  of  coal  operators,  and  I  never  have  heard  it 
denied,  that  the  bituminous-coal  industry  in  this  country  is  over- 
developed and  that  the  country  can  not  ai)sorb  the  full  efficient  out- 
put of  the  mines  which  normally  are  in  existence,  and  wlien  we  have 
a  time  like  this  when  prices  are  high  many  mines  that  (!an  not  operate 
and  do  not  operate  in  normal  times  open  up.  They  do  not  add  one 
single  car  to  the  quota,  but  they  take  cars  from  steady  producers; 
and  to  that  extent,  when  these  sporadic  mines  open  up,  they  reduce 
the  car  supply  of  everybody  and  they  do  not  add  to  the  total  pro- 
duction: probably  the  contrary. 

Mr.  Curtis.  What  are  the  wagon  mines? 

Mr.  AiTCinsoN.  The  small  mines,  wagon  and  others.  Now,  at 
the  present  time,  I  understand,  there  are  upwards  of  7,r)()0  mines  in 
the  countrv.  My  recollection  is  that  is  about  3,000  in  excess  of  the 
normal,  number  of  steady  producers.  They  are  all  demanding  their 
share  of  cars  and  they  diminish  the  quantity  each  mine  can  get. 
They  diminish  the  car  supply  of  the  steady  producers  and  decrease 
the  opportunity  of  the  steady  producers  to  give  steady  work  to  their 
men,  and  thereby  foment  labor  trouble. 

Senator  Kenyc^n.  I  don't  think  we  have  asked  you,  but  probably 
you  know  in  a  general  way  the  general  condition  of  cars  in  the 
country. 

Mr.  AiTCiiTsoN.  I  have  given  you  some  figures  which  were  fur- 
nished to  me  by  our  Bureau  of  Service,  including  all  the  number  of 
bad-order  cars,  which  compares  favorably  with  last  .year,  and  still 
it  is  conceded  to  be  too  much.  It  ought  to  be  reduced.  The  carriers 
claim  great  difficulty  to  get  the  men  who  can  make  the  repairs.  They 
claim  that  under  their  working  arrangements  entered  into  during  the 
period  of  the  Railroad  Administration  unnecessary  and  harsh  re- 
strictions were  made  as  to  the  experience  of  the  men  they  are  per- 
mitted to  employ.  As  a  consequence,  they  are  obliged  to  go  into  the 
open  market  and  farm  out  their  repair  work. 
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Senator  Kenyon.  Does  the  responsibility  for  prearranging  move- 
ment of  freight  to  avoid  congestion  lay  with  the  Association  of  Rail- 
way Executives  or  with  the  Interstate  Commerce  Commission? 

Mr.  AiTciiisoN.  Well,  I  don't  know  that  we  have  been  given  by 
Congress  any  power,  except  to  the  issuance  of  permits,  to  say  when 
traflic  shall  move. 

Senator  Kenyon.  You  can  make  suggestions  I  assume? 

Mr.  AiTciirsoN.  I  do  not  see  the  practical  application  of  the  ques- 
linn,  unless  it  can  be  made  specific. 

Senator  Kenyon.  I  don't  either. 

Mr.  MiLLKR.  Is  anything  being  done  by  anyone  to  prevent  the  re- 
currence of  the  same  condition  next  year  in  the  Northwest  or  New 
Knirland  that  occurred  this  3'ear? 

ilr.  AiTC'HiNM)x.  Most  certainly  there  is.  We  are  loaning  money 
i»}  the  hundreds  of  millions  of  dollars  to  the  carriers  to  get  equip- 
ment. 

>enjitor  Kenyon.  The  question  of  speculation  of  coal  has  been  gone 
j.to  l)efore  here.  Wouldn't  there  be  some  way  of  stopping  the  use  of 
f.ir^  for  coal  speculative  purposes,  or  is  it  possible  to  determine  when 
n  IS  being  u-ed  for  speculation.  Do  you  think  you  have  the  power 
to.lotliatf 

Mr.  AiTciiisox,  I  don't  find  the  word  "speculation"  in  the  inter- 
it. it  <>  commerce  act. 

^Ve  do  find  the  words  '•  car  service,"  and  service,  of  course,  means 
/"^  •!  S4»rvire,  ami  I  think  we  can  do  what  we  reasonably  can  con- 
^■-tt*nt  with  rights  recognized  as  inhering  in  the  shippers  to  keep 
triilic  fluid,  regardless  of  whether  it  is  for  a  speculative  purpose. 

Swiator  Kknyon.  I  nssunie  tlie  conimissicm  is,  of  course,  just  as 
:iv;in»  of  tfie  importani'e  of  this  (piestion  as  anybody  else  and  doing 
"•''vtliing  it  can  to  remedy  it. 

Mr.  .-ViTriiisoN.  The  whole  question  has  given  us  great  concern. 
N'>rie  t>f  u-^  ^ret  anv  vacation  this  vear  who  have  anvthinir  to  <lo  with 
t;  -  M«r\ice  work.     I  might  say  tliat  I  have  been  fighting  car  short- 

.'•'H  sinre  the  year  1907  in  one  capacity  or  another,  as  railroacl  com- 
I  -^jf.ner,  as  a  public-service  commissioner,  or  an  interstate-com- 
:. --If  commissioner,  and  the  pulling  an<l  the  hauling  that  there  has 
'— n  ii:»i»  been  ab>olutely  beyond  all  possibility  of  description.  I  had 
:  ••  onrepti<in  that  there  could  be  such  a  thintr.     Each  man  who  conies 

*  f»n'l^  that  Ids  commo<]itv  is  the  one  which  has  to  be  taken  care  of. 
J :  •re  is  ji  gcwxl  deal  of  selfishness  al>out  it  and  there  is  a  good  deal 
*-i  ii!i>information, 

N-r.-itor  Kknyon.  If  people  would  quit  being  selfish  we  would  not 
.'••  any  trouble  with  this  question.     Here  is  a  questicm  that  has  been 

•  1'  led  up. 

niv#»  the  railroatls  the  right  to  make  rules  affecting  the  rights  of 

'i'[»erv  witliout  piibli^hing  such  rules  or  otherwise  making  them 

--:  »wn  Co  the  public? 

Mr.  AiTrinM)N.  Section  6  of  the  interstate  connnerce  act  provides 

•  th»*  publication  of  schedule^  of  rates.     I  take  it  that  that  will  not 

••  iii/Iu<le<l  in  the  question.     Paragra])h  11  of  section  1  of  the  inter- 

•'-•»•  t'Mmnien'e  act  re<iuires  the  carriers  to  establish  and  ol)serve  just 

':. .  r^asfinable  rules  and  regulations  with  re>pect  to  car  service.     The 
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act  also  provides  in  paragraph  13  of  the  same  section  that  the  com- 
mission is  authorized  by  general  or  special  order  to  require  all  car- 
riers of  railroads  subject  to  this  act  or  any  of  them  to  file  their  rules 
and  regulations  with  respect  to  car  service.  The  commission  may 
in  its  discretion  direct  all  such  rules  and  regulations  be  incorporate*! 
in  schedules  showing  rates  and  charges  for  transportation  and  be 
subject  to  any  and  all  of  the  provisions  of  this  act  relating  thereto. 

The  whole  matter  of  the  publication  of  the  car-service  rules  is 
now  under  consideration  by  the  carriers  who  are  proposing  to  work 
up  in  tariff  form  a  set  of  interchange  rules,  which,  when  filed  with 
us,  will  have  the  force  and  operation  of  law  and  give  legal  authority 
to  what  at  the  present  time  rests  on  only  voluntary  action  on  their 
part. 

Senator  Kenyon.  Well,  you  could  require  them  to  do  it. 

Mr.  ArrcHisoN.  We  can  require  them. 

Senator  Kenyon.  But  it  never  has  been  done. 

Mr.  AiTCHisoN.  It  has  not  been  done  in  the  10  weeks  that  we  have 
been  on  this  problem.  Under  the  Esch  act  it  could  have  been  done, 
but  Federal  control  came  along  December  26,  1917,  and  terminated 
March  1,  19^0,  during  which  time  we  exercised  no  such  jurisdiction. 
I  want  to  say,  Senator,  that  in  the  10  weeks'  time  or  thereabouts  that 
we  have  had  this  matter  in  hand,  everything  that  human  beings 
could  do  has  been  done  in  the  way  of  giving  attention  to  this  problem. 

Senator  Kenyon.  You  have  had  a  very  difficult  problem,  there  is  no 
doubt  about  that. 

Mr.  Quirk.  Pardon  my  suggestion  in  the  matter.  The  railroads 
have  filed  all  of  their  rules  with  respect  to  car  service  but  not  as  a 
tariff. 

A  Voice.  May  I  ask  one  question.  The  ordering  of  the  ventilator 
cars  empty  southbound :  You  don't  think  that  where  commodities  can 
be  loaded  quickly  and  unloaded  quickly  that  they  should  be  loaded 
South  ? 

Mr.  ArrcHisoN.  Well,  I  don't  know.  That  is  one  of  those  ques- 
tions that  you  can  answer  either  wav  and  it  will  be  a  half  truth. 
Now,  as  to  the  particular  shipment  I  can  not  say  here.  Oenerally 
speaking,  the  subject  of  a  balanced  movement  is  very  important, 
as  for  instance,  when  we  stood  up  against  importunities  and  com- 
pelled the  movement  of  empty  box  cars  West  to  the  grain  fields,  to 
clean  up  as  far  as  we  could  the  remainder  of  the  crop  that  was  on 
hand,  and  as  I  am  convinced  avoided  a  panic.  It  was  utterly  out  of 
the  question  to  stop  and  let  those  cars  be  loaded  with  cement  for 
God  knows  where,  losing  all  control  of  them,  permitting  them  to  be 
subject  to  reconsignment,  letting  free  time  run  at  the  loading  point 
and  unloading  point,  slowing  up  the  movement,  because  they  were 
full  cars  rather  than  empty.  As  a  general  proposition  the  balanced 
movement  is  desirable  as  economic. 

Senator  Kenyon.  We  are  very  much  obliged  to  you  for  your  state- 
ments this  afternoon. 

Mr.  AiTCHisoN.  May  I  say.  Senator,  that  what  I  have  said  has  been 
my  own  individual  views;  naturally  the  commission  has  not  had  a 
chance  to  consider  what  I  have  said. 
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• 
United  States  Senate, 
Special  Committee  on  Ueconstruction  and  Production, 

June  5,  1920. 
Hon.  Clyde  B.  Aitchison, 

Interstate  Commerce  Commission,  Washinffton,  D.  C. 

Mr  Dkar  Mr.  Aitchison  :  At  your  convenience  will  >'ou  advise  me  as  to  any 
s'U'iKS  contemplated  by  the  Interstate  Conmierce  Commission  to  relieve  the  con- 
'lition  which  has  arisen  in  the  building  industry  throughout  the  United  States 
iH-t-ause  of  the  lack  of  transportation? 

I  auj  informed  that  producers  of  building  materials  are  experiencing  trouble 
i[i  s^H-urlng  <urs;  that  the  car  supply  does  not  exceed  10  per  cent  of  the  need; 
and  that  even  where  a  limited  supply  of  cars  is  available,  shipments  are  fre- 
quently impossible  because  of  embargoes.  A  number  of  plants  manufacturing 
building  material  are  shutting  down  because  of  their  inability  to  secure  trans- 
l»<»natlon  for  their  finished  product  or  fuel  for  their  operations.  Buihling 
materials  contracted  for  and  ready  for  shipment  are  unavailable  because  of 
lark  of  transportation.  Contractors*  bids  are  forced  upward  because  they  must 
inilude  estimates  for  losses  on  account  of  the  uncertainty  and  delay  in  delivery 
of  materials. 

Tlie  need  for  construction  and  housing  has  been  accumulating  for  several 
.^»:irs.  The  housing  shortage  Is  now  very  serious  and  Nation-wide  in  character. 
Sniiu.  pp*>perty  owners  have  taken  advantage  of  the  shortage  to  so  advance 
rtMitals  that  drastic  legislation  has  followed.  Such  legislation,  while  minimiz- 
if'L'  extortion,  has  not  increased  the  number  of  available  homes. 

ruiriiig  the  war  building  materials  were  placed  at  the  bottom  of  the  preferen- 

ti;i:  list :  in  fart,  construction  not  immediately  necessary  for  the  prosecution  of 

•e  war  was  well-night  prohibited.    Judge  Lovett's  priority  order  No.  2.  which 

■I't.lpd  the  use  of  open  freight  cars  for  the  transportation  of  building  materials, 

Wis  relnfortv<l  by  an  increase  in  freight  rates  on  building  materials  double 

-t  li.i-rease  which  was  fixed  on  other  commodities  at  that  time. 

Transport  at  Ion  of  nintorials  for  the  building  of  liomes  and  of  fuel   needetl 

*  "Inniti'  the  plants  manufacturing  building  materials  might.  In  part,  relieve 

•  •••  |»n»sent  critical  condition.  It  is  iH)Ssible  that  some  plan  may  be  evolved 
M  rM:i»'\e  the  .shortage  through  giving  transportation  preference  to  fuel  and 
"ii.'ihxllties  such  as  lumber,  bricli,  hollow  tile,  etc.,  required  for  housing. 

In  fixing  the  new  schedule  of  freight  rates,  it  is  urged  that  the  commission 
"'••uW!  take  into  consideration  the  fact  that  rates  on  building  materials  were 
...  ivuM^i  on  an  average  <hml»le  the  increase  placed  on  other  c<«\nniodiiii  s.  lo- 

•  th»T  with  the  faicl  timt  building  materials  r^Mpiire  the  mininunn  oi  terminal 
'.  .-.Uth'S. 

I  aoi  advlsefl  tliat  you  now  have  before  you  a  memorial  from  the  National 
••^Icratlun  <»f  Construction  Industries,  to  which  I  hoi)e  you  will  give  your 
-prT,««?!t  consldemtlon. 

I  Aui  n«»t    iinmliHlful   »»f  th»*  fact    tlint    I'le  r:'ilrna<ls   tliei!i<elv(»s  are  in    the 

.''i(»-<t  ne«H3  of  funds  for  rehabilitatiim,  but  1  believe  that  a  comparatively 

.11  auiMuttt   «»f  revenue  can  be  derived   from  the  frei^rht  of  the  construction 

•  iMry  until  the  industry  lts»  It  is  in  a  thriving  condition.  I  nni  sure  that  the 
'•Tiuilimlon  will  appreciate  the  alarming  possibilities  of  a  continued  shortage  of 

•  i-^nic  and  construction  upon  the  Industrial  and  social  welfare  of  the  Nation. 
'I  lie  s^'ln*  r'ommlttee  on  Iteconstruction  and  Production  of  the  Senate,  of 

»^-'.'i.ti  I  iini  chairman,  is  giving  consideration  to  means  of  fostering  and  stimulat- 

4'  ;  r»tnvinictl«m  work  of  all  kinds.     The  conunittee  is  naturally  desirous  of 

'.ilnins  all  possible  Inforniatitm.  and  is  particularly  Interested  In  learning 

t  *tepR  may  l>e  contemplated  by  the  Interstate  Connnerce  Comndssion  to 

M'  the  present  lack  of  transportation  for  construction  materials. 

Very  truly,  yours, 

Chairman. 


'.1 


Intkijstatk  (N)MMKr.cK  Commission, 

Washington,  June  2'/.  J020, 

H«<i    WlIXIAM  3f.  CALnCR, 

r'nited  fitatcM  Senate,  Washinffton,  /).  C, 
Mt  I)ea»  Sknatob:  Your  letter  of  .Tune  3.  asking  what  steps  the  c<innnl*;Njnn 
•♦^mU  to  take  to  relieve  the  presiMit  lack  of  transportation  for  construction 
■• -••^alH,  bns  be<»n  before  me  c<mtinuousIy  slncv  its  receipt;  but  the  'iltuation 
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lias  so  changed,  practically  from  hour  to  hour,  that  I  have  not  felt  I  couhl  an- 
swer with  competence.  • 

The  situation  confronting  the  producers  and  consumers  of  Imildlng  materia N 
is  one  affecting  almost  every  line  of  industry.  A  car  shortage  has  existed  f«»r 
some  tlnie.  It  1ms  been  made  more  acute  by  reason  of  the  labor  troubles  sur- 
rounding railroads,  particularly  in  terminals.  These  labor  difficulties  have 
materially  reduced  the  movement  of  all  liinds  of  equipment,  thus  recpilrlng  ai>- 
proximately  two  cars  to  do  the  work  of  one  by  reason  of  the  slow  terndnal 
movement.  Failure  of  shippers  to  unload  promptly,  strikes  of  teamsters,  and 
other  matters  beyond  the  control  of  the  carriers,  have  served  to  accentuate 
the  shortage  and  congestion. 

The  claims  of  the  construction  industries  to  preferen^-o  In  the  movement  of 
fnight  and  the  relation  of  those  industries  and  their  pt^Kliicts  to  the  national 
welfare  have  been  expressed  to  us  by  many  of  such  industries  and  liave  been 
well  understood  by  the  commission.  There  has  been  keen  comjietltion  between 
the  construction  industries,  particularly  the  road  building,  and  the  shlpj^ers  of 
coal  for  the  limited  supply  of  equipment  suitable  for  the  transi>ortatlon  of  build- 
ing material  or  coal.  The  situation  has  developnl  into  une  of  such  an  emorgent 
character  that  we  have  felt  that  It  would  be  our  grave  duty  t<»  retpiire  for  a 
period  of  30  days  the  ICK)  per  cent  usx*  of  open-top  equipment  suitable  for  the 
trans])ortatfon  of  coal  in  the  furnishing  of  that  iiccessary  within  the  tt'rrlt<»ry 
east  of  the  Mlssisslpi)!.  In  .so  doing  we  have  provided  thnt  such  ecjuipment  may 
be  used  in  the  direction  toward  the  nunes,  but  not  In  a  circuitous  route  for  tlie 
transportation  of  other  commodities  than  coal,  and  to  such  extent  coal  cars  are 
available  for  the  various  building  industries. 

We  have  found  it  necessary  to  require  the  relocation  of  sonie  20.00()  box  cai*s 
and  38,000  coal  cars  which  had  gottt*n  into  the  wrong  territory,  in  order  to 
avoid  the  threatened  collaiise  of  credit  and  the  very  serious  situation  which 
confronted  us  in  the  middle  of  ^lay  when  the  carriers  invoked  the  exercise  of 
our  emergency  powers. 

Appreciating,  as  we  all  do,  the  needs  of  the  country,  widch  the  building  In- 
dustry alone  can  serve,  it  has  seemed  to  us  to  be  our  plain  duty,  first,  to  pro- 
vide, as  far  as  we  amy,  for  the  transportation  of  fuel  and  foodstufis.  We  have 
beiMi  extremely  reluctant  to  issue  priority  orders  for  particular  commodities, 
for  experience  has  abundantly  shown  that  they  have  the  inc'vitable  effect  of  de- 
creasing the  total  amount  of  transportation  which  can  l)e  performed  in  a  time 
of  emergency.  We  have  endeavored  to  open  the  congested  gateways,  and  to 
this  end  have  established  in  29  of  the  principal  railroad  centers  terminal  com- 
mittees, which  are  daily  cooperating  with  the  local  conuuittees  of  the  car  serv- 
ice commission  of  the  American  Uallroad  Association.  These  ccmunlttee}*  have 
been  extremely  helpful  in  clearing  up  the  congestion  and  in  adjusting  traffic 
diniculties.  Innumerable  matters  have  be*^n  taken  up  with  them  or  with  our 
t)ureau  of  sei*vice  here.  The  order  for  the  rerouting  of  freight  in  tlie  Interest 
of  expedition  and  to  avoid  congestion  has  itself  relejised  a  large  amount  of 
*Mjnipment. 

Very  truly,  yours,  Clyde  B.  Aitchison, 

Cotnmis^fioncr. 


20  West  Thirty- ninth  Street, 

New  York  City,  July  SO.  1020. 
Interstate  (^ommjirce  Commission. 

WnHhuigfon.  I).  C. 

(TENTLKifEN :  Testimony  before  the  Senate  Conm\ittee  on  Ueconst ruction  and 
Production  has  revealed  the  most  s.'rious  coal  shortage  on  record  in  New  York 
State  and  New  Ycn-k  City.  Do  priority  orders  thus  far  issued  provide  relief 
for  these  sections? 

It  is  alleged  that  cars  diverted  to  the  coal  trade  by  your  rec'ent  priority  orders 
are  being  held  in  transit  and  at  terminals  for  speculative  purposes.  An  authori- 
tative statement  as  to  the  number  of  coal  cars  delayed  in  transit  and  held  at 
terminals  throughout  the  country,  hjis  been  requested.  The  enforcement  of  an 
order  by  your  Conunission  jirohibiting  more  than  one  reconsignment  of  coal  cara 
has  b(M'n  very  strongly  urged  by  all. 

It  lias  been  representeil  that  coal  cars  needed  for  shipment  of  coal  to  the  in- 
dustries of  this  country  are  being  used  in  large  numbers  in  the  carrying  of 
coal  to  tidewater  for  export  and  that  a  reasonable  but  effective  curtailment  of 
cars  to  be  used  in  supplying  the  export  trade  would  reiluce  the  price  of  coal  in 
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ihi^  n.iiTJtry,  wouM  relicvt*  tlio  doinv'siic  sIh  rf{JK<^  nf  ny.],  u\u\  would  release  cars 
fn-  L'lnenii  industry.  Then*  is  an  iuipre>«sion  abroad  rh:U  your  Conniiission  lias 
"  i'ofiii'i*  siniv  issued  ^n^M's  requirlnjx  shipi)ers  to  s<'cun-  permits  from  your 
i-kIv  'or  all  <»oal  exported,  l»ut  tlint  tliis  p<»rniit  system  lias  resulted  in  no  cur- 
li'ilnieat. 

For  your  infnruiation,  I  am  ijielosiuj?  eopy  of  telejrrani  betirinp  particularly 
"ii  flif*  sul».1e<'t  of  ('url)Injr  of  cr)al  exports,  .lust  received  from  Mr.  Louis  J.  Hill, 
<lL;tiinuin  in"  the  board,  (treat  Northern  Railroad. 

Iti  view  of  the  unfavorable  consequences  to  general  Industry  of  the  continued 
bi::!i  prli'«*  of  coal:  in  view  of  the  inip<»rtan<'e  of  relicvinc:  the  cnr  shorta;:e  in 
M.,i,.»  (ip^ree.  at  least ;  and  in  view  of  the  imiu'iidin;:  deniand  for  cars  in  the 
/:!«'\ti:»eiit  of  crops.  I'tc,  I  have  no  doubt  that  you  ha\e  under  consideration 
onlri>  which  will  effectually  prevent  the  reconsignnient  of  cars  and  which  will 
ii'  'i\r\  restrict  tlH»  export  of  coal. 

This  cHMundttee  would  be  very  glad  Indeed  to  hear  from  Chairman  Clark, 
r.  .i.iiiissioner  Aitchist)n.  or  other  members  of  your  C(»mmission,  in  person,  as  to 
thi*<*  uit^asures.  and  also  to  be  enlightened  as  to  the  practical  effectiveness  of 
il»»*  priority  orders  issued  during  the  past  two  months  which  were  designed  to 
p'.  ♦•ve  the  coal  .-shortage,  and  as  to  the  prospect  of  cars  for  moving  construction 
ii.,r»*riaN  so  necessary  at  this  time  for  relief  of  the  housing  shortage  now  in- 
^HMving  tliroughout  the  Tnited  States. 
,Very  truly  yours, 

Chaibman. 


Xo.  29  Wkst  Thibty-Xinth  Street. 

New  York,  N.  Y.,  Augmt  6,  1920. 
In  TLtsT  \TE  Commerce  Commission, 

WanJtinpton,  J).  C. 

»J».Nnj:ME>* :  We  are  'n  re<*elpt  of  a  teh'grain,  signed  by  Commissioner  Aitchi- 
•■••.  stating  that  he  has  l)een  designated  by  your  counnissicai  to  appear  before 
•i  :*  »^»ninnttee.  We  have  wired  Mr.  Aitchi.son  to-day  requesting  that  he  appear 
<»!  rpiday.  August  13,  and  hope  that  this  date  will  be  agre(»able  to  him. 

TJ  s  committee  was  very  glad,  indeed,  to  learn  of  the  issuance  by  your  coin- 
t.  .-sjt»n  of  the  amendment  to  service  order  Xo.  9,  which,  it  is  said,  will  release 
!.')i«R»  ,i(it*n  top  cars  for  the  loading  of  any  and  all  (Manmodities  riMiuiring  this 
*Ti-  uf  €H\u  pinent,  which  cars  heretofore',  under  the  provision  of  service  orders 
"^^  >  •».  7,  and  9  were  confined  exclusively  to  the  loading  of  coal. 

^V*»  are  also  pUtased  to  learn  of  your  order  to  the  carriers,  authorizing  them 
^•'  T.iake  beav>  denuirrage  charges  to  the  t»nd  that  coal  ears  may  not  be  used 
I..'  s-**<'ulativ»*  pur|>oses  through  storage  and  reconsignment.  I)o  we  under- 
*:  Ml  iiirnH'tl^   thit  th's  order  is  permissive  an<l  not  mandatory,  and  that  the 

■'  '»T«5  Pre  ;riven  the  option  of  making  these  charges?  The  feeling  expressed 
•^■niiaiininitions.  addresse<l  to  the  committee,  has  been  that  the  situation  was 

*  :*'it-iirly  grave  to  require  the  actual  enforr*ement  of  measures  restr  cling  the 
-  "f  -isns  diverted  from  general  industry  to  the  coal  industry,  when  used  for 

*--'iI:itlnn.  We  have  no  doubt  that  Mr.  Aitchison  will  bring  before  this  com- 
.  "^  «'vidpni*e  as  to  the  extent  of  the  abuse  resulting  from  the  recons  gument 
:■•    I  tvv  iind  a*4  to  the  effe<'tiveness  of  the  re<*ent  order. 

!►  ^ardliur  nites,  your  connnissicai  has  wisely  authorized  the  carriers  to  in- 
•'••..*••  1 1. ♦♦Ir  ml*'?*  in  order  that  they  may  secure  revenue  ade<|uate  to  their  nee<ls. 
*"  •  utH|«-rKtiind  that  these  rates  are  now  being  ccanpiled  by  the  carriers   for 

■  -'  V.  ifh  >oijr  t»ody  and  for  approval. 

i»*  S.  mte  f '»in;ndtfee  on  Ite<M»iistrnj'tlon  and  rroductlou  is  much  com-erned  as 
^•'  •  iM « i>'i<««ijt](»tirc.s  of  the  iner(*asr  which  may  Ik*  made  ui>oii  l(>w-grade  c<anmodi- 

*  •  -.  ♦«*.  h  a*  K'l.fl    gra\el,  cTusljcd  nwl^,  bridv.  cement,  and  other  building  mate- 

*  TU*  \:iiUe  of  the>e  connnnflities  is  so  low  that  increas<>s  in  freight  rates 
'•    •  »'«7»viiii|j  bt*avy   upon   su<h   trafhc. 

1*  «  tji»t  »i»i  ••^'fcarj-  to  rej)eat  to  y(m  the  well  known  principle  that  railroad  rates 

*  t..'»'»-«»»»MJi  y  Jn-  rehi*cd  to  the  value  of  the  connu(»dity  ;  that  high  rates  on 
.Md*"  citmnMM'.'ties  may   prevent   trallic   from  moving  and   thus  re<lu«*e  the 

.•-nr«l  rev»'T.u.«*t  of  the  <arrlers ;  und  that  if  tin'  hw^W  materials  of  Industry 
'*'.if^«d  a   rate  that    limits  their  moviMueiit.   the  result  Is  a   restriction   of 
•.'.  •♦  diistry  wirh  the  e(»n.*<c4pnM)t  loss  of  tratlic  to  tlie  carriers  and  a  muc!i 
-  •*r'ou.M  lir.Ks  to  «»»»clety. 
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These  considerations  make  It  seem  improbable  that  it  will  be  found  wise  or 
indeed  possible  to  increase  the  rates  on  the  basic  building  materials  by  a  i»er- 
centage  as  great  as  the  increase  in  the  transportation  charges  placed  iiim>u 
classified  freight  and  commodities  of  relatively  high  value. 

At  the  present  time  the  rates  on  sand,  brick,  and  similar  construction  mate- 
rials are  comparatively  high  in  consequence  of  the  increase  in  rates  aIlowe<l 
to  the  carriers  during  the  war,  at  which  time  we  are  told  the  rates  on  building 
materials  were  advanced  50  per  cent,  while  other  commodities  sustained  an 
advance  of  some  '27}  j^er  cent.  Indeed,  these  rates  established  during  the  war 
were  a  part  of  a  system  of  embargoing  the  movement  of  materials  not  necessary 
for  the  prosecution  of  the  war. 

If  the  rates  upon  basic  materials  are  now  further  Increased  by  40  per  cent, 
or  to  any  very  material  degree,  the  transportation  charges  will  inevKably  seri- 
ously limit  the  movement  of  building  materials  and  the  amount  of  construction 
work  which  can  be  carried  and  covered  by  rentals  sufficiently  low  to  meet  the 
housing  problem. 

For  the  reasons  herein  stt  forth,  this  eommitt<^e  earnestly  urges  upon  your 
commission  that  in  giving  consideration  to  the  new  rate  schedules  when  sub- 
mitted by  the  carriers,  yon  will  make  sucli  an  adjustment  in  the  rates  as  will 
canst*  the  different  kinds  of  freight  to  bear  tlje  burden  in  proportion  to  their 
ability  to  pay.  It  is  the  belief  of  this  committt^  that  rates  on  goods  of  hiirh 
value  should  be  increased  a  greater  percentage  than  the  rates  on  goods  ttf  less 
value. 

Very  truly,  yours, 

Cmaibman. 

The  Chairman.  We  will  now  hear  Mr.  James. 

STATEMENT  OF  MR.  FRANCIS  B.  JAMES,  OF  WASHINGTON,  D.  C. 

Mr.  James.  My  name  is  Francis  B.  James  and  I  maintain  an  office 
at  Washington,  I).  C,  and  make  a  specialty  of  transportation  mat- 
ters before  the  Interstate  Commerce  Commission  and  before  the 
State  public  utility  commission. 

I  am  expressly  authorized  to-day  to  speak  on  behalf  of  the  paving- 
brick  interest,  but  what  I  say  as  to  paving  brick  is  equally  applicable 
to  all  building  material.  I  participated  before  the  Interstate  Com- 
merce Commissi(m  in  Ex  parte  74,  the  general  advance  rate  case,  on 
behalf  of  the  National  Paving  Brick  Manufacturers'*  Association,  the 
National  Face  Brick  Association,  and  the  National  Hollow  Build- 
ing Tile  Association. 

I  have  just  finished  a  trial  of  a  case  before  the  Interstate  Commerce 
Commission  occupying  some  18  days  <m  behalf  of  those  three  associa- 
tions. I  want  to  address  myself  to  three  points :  First,  as  to  the  use 
of  ecjuipment  in  the  transportation  of  raw  materials  intended  for 
export  i)urpose;  the  second,  as  to  equality  of  the  orders  and  the 
powers  assumed  by  the  Interstate  Commerce  Commission  in  the  issue 
of  the  12-service  orders;  third,  as  to  the  regulation  of  intrastate 
traffic  and  the  equipment  necessary  therefor  by  the  State  public  serv- 
ice commission  in  reference  to  intrastate  traffic. 

I  might  say  in  a  particular  matter  I  represented  in  which  I  have 
just  presented  in  a  brief  to  the  Interstate  Commerce  Commission 
under  these  orders  that  for  this  one  particular  client  in  intrastate 
movement,  70  per  cent  of  its  product  moves  intrastate,  and  the  move- 
ment of  tlie  traffic  is  being  regulated  by  the  Interstate  Commerce 
Commission  claimed  under  the  powers  of  the  Interstate  Commerce 
Board,  although  70  per  cent  of  the  traffic  is  completely  intrastate 
business  and  is  moving  in  intrastate  vehicles  and  properly  subject 
to  the  State  laws  governing  the  intrastate  commerce. 

International  benevolence  has  so  entirely  engrossed  the  thoughts 
of  the  people  that  our  own  American  national  economic  condition 
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lias  not  been  seen  in  its  due  and  j^roper  position.  A  <^reat  volume  of 
(iiir  raw  materials  have  o^one  abroad  instead  of  being  turned  into 
Hnishetl  products  at  home.  This  exportation  has  consumed  millions 
of  car  davs  and  withdrawn  equipment  for  necessary  use  at  home  for 
the  distribution  of  material  so  necessary  for  housinor  and  thus  abnor- 
mally increased  the  cost  of  construction  and  exorbitant  rents.  It 
has  curtailed  the  distribution  of  pavinp  material  and  prevented  the 
<•<  nstruction  and  repair  of  roadways,  and  thus  limited  trucking  which 
miirlit  have  in  turn  helped  the  transportation  problem. 

A  great  deal  has  been  said  to-day  upon  the  subject  of  export  coal. 
For  the  11  mcmths  ending  May,  1920,  19,841.072  tons  of  coal  were 
shipped  abroad  in  export.  As  Mr.  Aitchison  found  from  his  files 
.iimI  which  verifies  the  statement  I  have  hen*  in  the  month  of  June, 
r.^JO,  i>,l75.0()()  tons  of  coal  was  exported.  Taking  the  average  equip- 
ment merely  as  50  tons  of  coal,  although  the  Norfolk  &  AVestern 
Kiiilroatl  and  the  Chesapeake  &  Ohio  Railroad  has  provided  some 

♦  'jnipnient  of  75  tons  per  caV,  but  taking  the  normal  car  tonnage  of 
*»^'  tons  per  car,  the  shipment  of  practically  20.(K)0,000  tons  of  coal 
f'»r  the  11  months  ending  May,  1920,  would  repn^sent  400,000  open- 
ly'p  f-ars. 

Mr.  Aitchison  said  that  it  was  reported  to  him  that  a  car  had 
N*'ii  i*etnrned  in  two  davs.  It  is  genera)! v  conceded,  takinix  the 
I  H-r^liontas  fields  and  the  New  River  district,  which  produces  a  semi- 
f  l'^^|ino\l^  coal  which  is  a  great  favorite  bunking  coal  and  a  great 
:'  -orite  exjMM't  coal,  I  find  from  the  statistics  that  I  have  ami  also 
fi»»rii  the  ^ti lenient  made  by  the  Inteisiute  Commerce  Commission  in 
f\*  Saar  Valley  case  in  which  I  participated  ns  counsel  and  which 
"  -  huniiet]  down  only  10  days  ago,  they  said  that  it  takes  10  days  for 
"i»'  round  trip — that  is,  the  loading  and  empty  movement.  Taking 
•:.»•  cars  then  for  the  11  months  ending  May,  1920,  will  take  400,000 
'  -T  top  cars.  For  11  month,  10  days  movement  for  each  car  empty 
u;  'i  loaded,  would  represent  4,0o0,000  car  days  for  the  export  l)nsi- 
r:»'^^  alone. 

Now,  I  don^t  say  we  ought  not  to  export  coal.  I  represent  clients 
:.  ilie  New  River  district  who  do  export  coal,  but  there  should  be 
fak»n  into  consideration  the  necessity  at  home  for  the  use  of  e<|uip- 
n.«T,t.  The  u^e  of  equipment  for  the  coal  into  New  England  which 
'  '<  M  go  by  tidewater,  the  movement  of  coal  into  the  Northwest 
I  .1  there  mijrht  have  lx»en  utilized  some  of  these  4,000,000  car  davs, 
"*  open-top  cars  for  the  movement  of  sand,  gravel,  and  brick  and 
:  !l')W  building  tile,  and  as  I  understand  recently  they  have  been 
• '  ^  inir  ^"ement  in  open-top  cars. 

Nf»w,  I  am  not  picking  out  coal.     I  am  onl}'  stating  that  as  an 

■i-tration:  I  can  give  any  other  illustration,  the  illustration  of 

•  »at.  a«  a  raw  material.     For  the  11  months  ending  May,  1920, 

*  -r*'  wen*  ex[)orted  13,011,590  bushels  of  wheat.  Taking  00  poiinds 
•'  th;»  htishel  would  be  6,575.089,140  pounds;  00  tons  to  the  car 
•'   '.''1  leave  for  the  11  months  the  use  of  10,220  cars.     If  we  take 

lays  which  I  think  is  quite  low,  for  the  loaded  and  empty  move- 
^  'M  thnt  would  repres(»nt  3.270,0(K)  car  daj^s. 

lijLiuir  as  another  illustration  lumber— and  I   re|)resent   lumber 

• '>'n'-t-.  Uttt^  that  are  engaged  in  the  export   business.     Taking  a 

i-sind  feet  of  lumber  per  t<m — there  are  400,0(mi  fvvi  of  lumber — 

•   \t\  repn^sent  4(H),0(M)  tons  of  lumber,  or  S(K),()n(),(HM)  poun<ls  of 
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lumber.  Taking  the  average  loading  at  60,()0()  pounds  to  the  cai 
would  represent  14,000  cars.  This  lumber  moves  from  the  fur  West 
and  takes  an  average  of  60  days  on  the  loaded-car  movement  and  rep- 
resents in  the  11  months  800,000  car  days  for  the  export  of  lumber. 

Now,  it  seems  to  me  that  some  of  the  equipment  and  some  of  those 
car  days  ought  to  be  utilized  for  the  necessary  movement  of  paving 
brick  and  for  paving  material  in  the  construction  of  our  roads,  many 
of  which  are  in  very  bad  repairs,  many  of  which  are,  most  of  which 
must  be,  reconstructed  because  they  were  originally  built  only  for 
pleasure  travel  for  the  use  now^  of  the  truck  to  relieve  congested 
railroad  transportation. 

During  the  war  manufacturers  of  brick  were  practically  prohibited 
from  making  brick  on  account  of  the  fuel  supply  unless  they  were 
making  brick  and  building  material  only  for  governmental  purposes. 

I  w^ant  to  next  turn  to  the  order  of  the  Interstate  Commerce  Com- 
mission, and  the  remarks  I  have  to  make  are  as  to  all  of  these  orders. 
All  of  these  orders  are  directed  to  carriers,  subject  to  the  act  to  roiju- 
late  commerce,  and  any  railroad,  no  matter  how  short,  if  it  inter- 
changes traffic  that  originates  on  its  line  and  goes  to  a  destination 
beyond  a  straight  line,  that  road  becomes  subject  to  the  intenstnte 
commerce  act.  But  the  mere  fact  that  a  carrier  is  subject  to  the 
interstate  commerce  act  does  not  mean  that  all  of  its  traffic  is  sul)joct 
to  the  interstate  commerce  act  and  subject  to  the  Interstate  Commerce 
Commission.  It  is  only  so  much  of  its  traffic  as  moves  in  interstate 
commerce  and  is  of  a  character  subject  to  the  interstate  commerce  act. 
That  part  of  the  traffic  which  moves  in  intrastate,  those  articles  which 
move  in  cars  intrastate,  are  not  subject  to  regulation  by  the  commis- 
sion, but  are  subject  to  the  State  railroad  commissions. 

I  want  to  call  attention  to  subparagraph  a  of  paragraph  2  and  to 
paragraph  2  of  section  1  of  the  act  to  regulate  commerce,  as  amended 
and  supplement,  as  follows: 

The  provisions  of  this  act  shall  not  apply  to  the  transix)i*tatlon  of  passon^'ers 
or  property,  or  to  the  rtM^civing,  delivering,  storage,  or  handling  of  prop«»rty 
wholly  within  one  State  and  not  shipped  to  or  from  a  foreign  country  from  or 
to  any  place  in  the  Ignited  States  as  aforesaid. 

Thixt  is  a  general  })rovision.  Section  A  defines  the  powers  of  the 
Interstate  Commerce  Commission  and  gives  jurisdiction  over  all  traf- 
fic in  interstate  commerce,  so,  to  make  the  act  beyond  doubt  a  con- 
stitutional enactment  it  must  contain  that  provision. 

Now,  when  they  came  to  frame  the  car-ser\nce  section  of  the  act 
so  as  to  i)rechulc  the  idea  that  as  to  car  service  the  Interstate  Com- 
merce Commission  should  have  jurisdiction  not  only  over  veliicle 
cai's  and  otherwise  moving  in  interstate  commerce  and  also  over  the 
cars  for  the  movement  of  articles  moving  in  intrastate  commerce,  sec- 
tion 17  refers  to  this  proviso.  This  is  a  part  of  the  car-service  section 
provision  of  section  1,  the  enlargement  of  the  Esch  Act  of  car  service, 
and  reads  as  follows : 

Provided.  hoicern\  That  nothing  in  this  act  shall  impair  or  affect  the  right  of 
a  State,  in  the  exerdse  of  its  police  power,  to  require  just  and  reasonable  freight 
and  passenger  .««ervi(  e  for  intrastate  business,  except  in  so  far  as  such  require- 
ment is  inconsistent  with  any  lawful  order  of  the  commission  made  under  the 
provision  of  this  act. 

You  will  notice  that  this  proviso  does  not  say  inconsistent  with  any 
order  of  the  TntcMstate  Commerce  Commission,  but  anv  lawful  order 
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of  the  Interstate  Coiiimerce  Commission.  From  tlic»  broad  language 
used  in  the  c:\r-service  section  of  the  Interstate  Commerce  Com- 
missum  act,  as  amended  by  the  transportation  act  of  1920,  beginning 
\Nith  [)araLTaph  10  of  the  section,  it  was  undoubtedlv  the  belief  of 
( onL'resb  that  it  was  neces^ar^^  to  show  the  constitutionality  of  the 
<;ir->ervice  secti(m  in  the  interstate-commerce  act  as  amended  by  the 
tran>'p(»rtation  act  of  1920  and  insert  this  proviso,  because  Congress 
iiiMloubtedly  had  in  mind  wliat  had  been  said  by  the  Chief  Justice 
of  the  United  States.  Mr.  Justice  White,  in  the  emjiloyers'  liability 
raM\s,  cited  January  6,  1908,  reported  in  United  States  Reports, 
vohime  207,  page  4G3,  which  provides  as  follows : 

The  a«.t  then  UeliiK  addressed  t<»  aU  coniiuon  carriers  enpitrod  in  Interstate 
I'Hii.jene.  aiul  imposing:  a  liability  upon  tlieni  in  favor  of  any  of  their  em- 
p:<  >«**'s.  without  ipialifiiatien  or  restriction  sis  to  tlic  business  in  which  the  car- 
-JHr«j  itr  their  4Mnployces  may  be  enpijied  at  tlie  time  of  the  injury,  of  necessity 
i't<  hides  subje<*ts  wholly  outside  of  the  power  of  Congress  to  regulate  commerce. 
UithiMit  stopping  to  ciin<!der  the  numerous  instances  where  although  a  common 
<'j.rij»»r  is  engaged  in  interstate  «'nnnnerce,  su<*h  carrier  may  in  the  nature  of 
'Miiu'N  at*o  transrict  business  not  int(*rstate  c(,]nmerce.  although  such  local  bual- 
r»-^>  may  indire<'tly  be  relate<l  to  interstate  commerce,  a  few  illustrations  showing 
!'f  Miieration  of  the  statute  as  to  matters  wholly  Independent  of  Interstate  com- 
f -.'le  will  serve  to  nialve  clear  the  extent  of  the  power  which  is  exerted  by  the 
<f:ir'jt(. 

To  make  them  valid  and  lawful  orders  and  constitutional  orders 
they  should  have  inserted  in  them  the  wqrds  "  as  to  interstate  com- 
mence," so  as  to  thereby  by  necessary  implication  exclude  from  the 
♦  \en-i>e  of  the  power  of  the  Interstate  Commerce  Commission  over 
•.•hides  of  transportation  and  articles  contained  in  such  business  in 
.fitrastate  commerce. 

Now,  as  these  orders  read,  the  agents  of  the  commission  and  the 
.Xmerican  railroads,  to  the  American  Railway  Association,  which  is 
maintained  and  officered  by  employees  of  the  railroads  of  the  country, 
I'nui  to  these  orders  because  thev  do  not  contain  these  limitations 
JiM'l  apply  them  indifferently  to  interstate  and  intrastate  commerce. 

^  ommi^,  now,  to  my  thiru  point,  of  the  matter  of  intrastate  com- 
U'^-n^e.  and  whether  vehicles  m  such  intrastate  commerce  should  be 
!•  ft  lo  the  public  utility  commissions  of  the  various  States,  I  would 
i^ke  to  quote  as  an  illustration  the  statutes  of  three  States.  First  I 
"•-'aiu  to  call  attention  to  the  New  York  public  service  commission 
^iw,  as  is  contained  in  chapter  480,  section  37 : 

1  Kverj*  railrond  tYirixiratlon  or  other  common  carrier  enj^njjed  In  the  tratia- 
{•'r--tl.»n  4if  proi>erty  shall,  n|H>n  reasuiialde  notice,  fnrnlsh  to  all  persons  and 
•"••mflMns  who  may  apply  therefor  and  offer  property  for  transi)ortation.  siiffl- 
'  ♦•' '  ant!  ^'iiitable  curs  for  the  transportation  of  such  proi>erty  in  carload  lots, 
."■-ry  ndintiid  ^.tirporation  and  street  railr<»ad  corporation  shall  have  .sutlicient 
•-•'■»  ;iiu|  motive  i>o\ver  to  meet  all  ncpiirenieots  for  the  tninsi»ortatlon  of  passen- 
.  '•  .i*rid  proiM*rty  which  may  reasonably  be  anticipated,  unless  reli(»ved  there- 
''       b>  «»nler  of  the  commlssi«>n.     In  case,  at  any  partimlar  time,  a  common 

"•f  h,  s  not  mitlliMent  cars  to  me<'t  Jill  HMpiirements  for  the  transportation 
'     '  •{•riv  In  carload  hits,  all  <*arR  available  to  it  f<»r  sn<'h  p\irpos**K  shall  l>e 

*  ' '  t»f  1   jimont;  the  «»everal  applicants  therefor  without   diserludnatlon   Im*- 

*'    -iijpr»»*r5«.  IiM'silItl**^,  or  conip«'litlv<»  or  non<'omp<'tllive  points,  but  prefer- 
•     •   r     >  jilu.iv^  tM-  given  in  the  supply  of  cars  for  shipment  of  live  stork  or 
• '  •      >  \f  pn»f »»»rty. 

In  other  words,  when  the  distribution  of  cars  for  intrastate  traflic 

*  >r  the  clear  and  undoubted  jurisdiction  of  the  State  pul)lic  s<»rvice 

coMmiiwioDfl,  they  may  give  preference  only  to  two  classes  of  f  rei  <rlit — 
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"^i,    yu   ^ii    »un.nt^     •:  EiW  stock,  and,  second,  for  perishable  prop- 


* .  I  \ 


r''v  ^lM.•^^.o^  v.>»-  vX,:o.  General  Code,  sections  520  and  622,  deal 
w  [•:  ■  w  viii'o  ^u -rvvt^  and  the  Ohio  statutes  are  very  similar  with 
I  K  Nv  V  >  >:«v  >tuiuu^s  and  allowed  preference  in  precisely  the  same 
luv  ,  .»..v^'^.    la fv\>,  tW  live  stock  and  perishable  property. 

I  '»v  vi.i^'.v-cv  o:  iVnnsylvania  are  a  little  different.  It  is  rumored 
I  '  1  ui  kvvi  i'  it  I  ho  Pennsylvania  Railroad  has  great  power  and  in- 
Iwriuo  »Mr  vlia^>in»;  public  opinion  as  it  may  exist  in  the  general 
:i>,M  ui^>i\  v^t  chat  State.  The  law  of  Pennsylvania  is  very  much  like 
iljo  laN\N  vi  Now  York  and  Ohio  and  the  statutes  generally  of  the 
\.iiu»us  v^iiUos,  except  in  Pennsylvania.  The  legislature  of  that 
UkIn  l»;i.N  Uvu  willing  to  subordinate  its  actions  to  the  actions  of 
iho  ltUor>lato  Commerce  Commission,  because,  after  having  provi- 
sjou  ximilur  to  the  New  York  statute,  similar  to  the  Ohio  statute, 
uiul  similar  to  tlie  statutes  in  most  of  the  States,  it  goes  on  topro- 
\  iJo  I  bat  as  to  tlie  distribution  of  cars,  etc.,  it  is  to  be  in  accordance 
w  \k\{  ibo  rulo  of  distribution  of  the  Interstate  Commerce  Commission. 

\v»\N\  (his  nuitter  of  the  power  of  the  Interstate  Commerce  Com- 
imxsion  to  proscribe  orders  directed  to  all  common  carriers  subject 
to  iho  iiitoi'state  commerce  act,  whether  pertaining  to  intrastate 
Irallir  or  interstate  traffic,  are  presented  in  a  brief  which  I  presented 
l\»  iho  Intorstate  Commerce  Commission  on  August  11,  and,  if  I  may, 
I  would  like  to  file  copies  of  that  brief. 

Sonator  Kknyon.  We  would  be  very  glad  to  have  them. 

Ml*.  ,Iamks,  And  have  one  of  them  copied  in  the  record.  The  brief 
contains  a  copy  of  the  Ohio  statute.  It  may  be  that  you  would  like 
to  liavt^  for  your  file  a  copy  of  the  New  York  State  statute,  so  I  will 
luu\il  vou  that  and  also  a  copy  of  the  Pennsylvania  statute. 

Now,  those  are  not  views  prompted  by  retainers  of  clients,  because 
in  tho  early  part  of  1919  Byrne  &  Co.,  of  Wasliington,  published  Mr. 
Clark's  testimony  before  the  Senate  Committee  on  Interstate  Coiu- 
luoroo,  Hiul  1  prepared  for  them  an  introduction  to  that  volume,  and 
\\\  \\\ni  vt^lume  I  then  stated,  which  I  want  to  repeat,  that  we  have 
an  intlostructible  union  of  indestructible  States,  and  I  thoroughly 
liolioNo  in  an  indestructible  interstate  commerce  act  to  regulate  our 
national  commerce,  but  I  likewise  believe  in  an  indestructible  intra- 
nt att^  ct)nnnission  to  regulate  and  control  our  intrastate  commerce, 
and  I  believe  to-dav,  speaking  concretely  of  paving  brick  for  which 


HH\\\  might  well  modify  its  orders,  not  for  the  purpose  of  making  them 
const  it  uti<mal  and  lawful  but  in  the  interest  of  the  public,  and  leave 
to  those  intrastate  commissions  the  matter  of  the  car  distribution 
as  io  tlio  movement  of  articles,  including  paving  brick,  including 
built  ling  material  in  intrastate  commerce.    I  thank  you. 

Soi\atoi*  Kknyon.  The  committee  will  adjourn  to  meet  at  Balti- 
niort*  on  Woclnesday  next  at  10  o'clock  in  the  United  States  district 
court  n)oin,  Federal  Building. 
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WEDNESDAY,  AUGUST  18,  1920. 

United  States  Senate, 
Select  Committee  on  REroxsTRucTiox  and  Production, 

Baltimore^  M(L 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  ni., 
in  the  United  States  court  room,  post-office  building,  Sc^nator  William 
M.  Calder  presiding. 

Present:  Senators  Calder  (chairman)  and  Kenyon;  also  Mr. 
Franklin  T.  Miller,  assistant  to  committee. 

STATEMENT  OF  HON.  WILLIAM  F.  BROENING,  CITY  MAYOR, 

BALTIMORE,  MD. 

Mavor  Broenino.  (lentlemen,  vou  are  all  doubtless  awiiro  that 
(ungress  has  appointed  a  special  committee  for  the  purj)()so  of  mak- 
inxr  mquiry  as  to  hojiising  conditions  throughout  the  country.  When 
^e.  the  citizens  of  Baltimore,  learned  of  the  appointment  of  this 
'•nnmiittee,  we  deemed  it  desirable  to  have  the  conmiitteo  hold  at 
l''ust  one  of  its  hearings  in  this  city,  believing  it  probable  that  in- 
I'lrmation  could  1)e  secured  here  that  might  be  of  aid  to  the  committee 
in  the  work  intrusted  to  it,  and  we  therefore  extended  them  an 
nvitation  to  come  here,  in  response  to  which  the  committee  hns  soon 
*it  to  honor  us  by  C(mvening  one  of  its  hearings  in  this  roor.i  t()-(lay, 
anil  that  is  our  purpose  here  this  morning. 

We  all  recognize  that  this  condition  is  acute  all  over  the  country, 
an«l  it  is  a  problem  that  is  deserving  of  very  serious  consideration.  I 
appreciate  the  spirit  of  cooperation  manifested  by  the  difl'on^it  civic 
K»«lii*s  and  business  associations,  and  their  assurance  of  cooperation, 
an«l  the  desire  upon  the  part  of  all  those  connected  with  those  asso- 
♦'  itions  to  give  such  information  as  they  may  have  to  the  com- 
Hiittee. 

It  will  be  impossible  for  me  to  remain  during  the  entire  hearing, 
a^  I  have  just  returned  this  morning  and  there  are  important  matters 
^  uting  for  me  at  the  city  hall,  but  I  have  simply  stopped  in  here 
i^i  order  to  welcome  the  committee  to  Baltimore,  and  to  assure  them 
'»f  our  appreciation  of  the  honor  they  have  bestowed  upon  us  in  ac- 
•  pling  our  invitation  to  come  here,  and  to  assure  them  of  our  ennu^st 
1-^ire  to  cooperate  with  them;  and  I  wish  to  commend  the  work  that 
t.>y  are  doing  for  those  who  are  gathered  here,  and  to  bespeak  for 
ti.'^m  your  earnest  coo|>eration  to  the  end  that  the  work  they  are  d(»ing 
n.ay  be  fniitfnl  of  some  good  results. 

"Vfiator.  we  thank  vou  for  the  honor  that  vou  have  shown  us  bv 

•»l*ng  one  of  your  hearings  here,  and  I  feel  assured  that  you  will 

r.^«»ive  from  the  business  interests  of  Baltimore  and  othoi's  assembled 
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here  that  cooperation  that  ought  to  be  helpful  in  the  investigation 
that  you  are  making. 

The  Chairman.  We  thank  you,  Mr.  Mayor,  very  much.  Gentle- 
men, this  is  a  special  committee  of  the  United  States  Senate,  on  Re- 
construction and  Production,  sitting  under  a  resolution  passed  by  the 
Senate.  The  shortage  of  housing,  as  many  of  you  know,  is  nation- 
wide. It  arises  from  many  causes,  dating  back  perhaps  to  the 
beginning  of  the  European  war — the  leaning  of  capital  and  businesis 
generally  toward  wMr  projects  dating  from  the  early  days  of  the 
European  war,  and  then  during  the  years  1917  and  1918  our  own 
(jovernment  forbade  building  of  any  character,  except  that  imme- 
diately necessary  for  war  purposes.  The  result  is  that  we  have  this 
great  shortage  throughout  the  Nation.  It  is  estimated  by  some  to  be 
as  high  as  2,000,000  nouses  short.  I  doubt  if  it  is  as  great  as  that, 
but  1  feel,  as  a  result  of  my  ijiquiry,  that  perhaps  we  are  a  million 

houses  short. 

We  have  come  here  at  the  invitation  of  your  mayor,  your  governor, 
and  your  two  Senators,  and  your  Representatives  in  Congress,  and 
your  chamber  of  commerce,  board  of  trade,  import  and  export  board 
of  trade,  merchants'  and  manufacturers'  association,  buildings'  ex- 
change, lumber  exchange,  federation  of  labor,  Rotary  Club,  and 
Kiwanis  Club. 

Those  organizations  are  evidently  alive  to  your  needs.  The  com- 
mittee has  come  to  Baltimore  to  be  informed  as  to  your  housing 
shortage,  and  we  want  to  know  what  you  believe  the  remedy  should 
be;  and  we  are  here  for  the  purpose  oi  trying  to  find  out  what  your 
troubles  are  and  what  you  think  will  help  in  the  situation.  Neces- 
sarily, the  witnesses  must  be  limited  in  the  time  they  occupy.  We 
have  been  given  a  list  of  perhaps  50  or  60  gentlemen  who  are  ac- 
quainted with  this  subject  who  would  like  to  be  heard ;  but,  of  course, 
we  can  not  hear  all  of  them. 

We  would  like,  first,  to  have  the  viewpoint  of  Baltimore  from  the 
standpoint  of  3^our  own  housing  situation — the  actual  conditions  in 
Baltimore — and  after  that  we  would  like  to  know  something  about 
your  transportation  problems,  and  something  about  your  financial 
problems. 

Now,  ^Ir.  Scates,  wdio  is  secretary  of  your  builders'  league,  has 
suggested  that  the  gentleman  who  can  perhaps  give  us  a  general 
survey  of  the  whole  situation,  as  well  as  anybody  else,  is  Mr.  George 
C.  Smith,  director  of  the  industrial  bureau  of  the  board  of  tratie, 
and  we  would  like  to  hear  from  Mr.  Smith  first. 

STATEHENT  OF  ME.  OEOBOE  C.  SMITH,  DIRECTOE  INDUSTEIAL 
BUEEAU,  BOAED  OF  TEABE  OF  BALTIMOEE,  MB. 

Mr.  Smith.  Mr.  C^hairman  and  «:entlemen,  there  has  been  a  good 
deal  of  hvsteria  in  Baltimore  as  well  as  throughout  the  countrv  dur- 
ing  the  past  few  months  concerning  a  reporteu  housing  shorfajje. 
The  industrial  bureau  of  the  board  of  trade  being  engaged  prin- 
cipally in  the  bringing  of  new  industries  to  Baltimore  and  encourag- 
ing the  growth  of  local  industries  already  established,  felt  that  it 
was  essential  for  that  body  to  have  accurate  information  concerning 
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the  housin«r  situation  in  Baltimore,  in  order  to  intelligently  direct 
its  efforts  toward  this  industrial  growth.  We  are  now  in  the  midst 
of  a  general  housing  survey,  which  I  should  like  to  ask  the  permis- 
sion of  the  cr)mmittee  to  present  in  full  through  the  mails,  wdien  that 
n'i>ort  is  completed. 

The  Chairman.  If  you  will  send  that  to  us  at  Xo.  29  West  Thirty- 
ninth  Street,  New  York  City,  addressed  to  me,  we  will  be  very  much 
oI>li«red  to  yuu. 

^lr.  Smith.  Yes,  sir.  I  want  to-day  to  speak  only  of  the  shortage 
part  of  that  survey — the  existinc:  housing  shortage. 

Baltimore  for  years  had  been  a  city  with  a  large  number  of  vacant 
I)rc)perties.  Keal  estate  in  Baltimore  had  been  stagnant  because  of  a 
considerable  number  of  improved  properties  which  were  idle,  con- 
stMjuently.  it  was  a  city  of  low  rents — in  1914  averaging  only  54  per 
cent  of  the  rentals  generally  received  for  similar  quarters  in  the 
metropolitan  district  of  New  York.  That  vacancy  situation  has  been 
wi|)ed  f)Ut  through  industrial  growth  of  recent  years.  I  think  it  is 
well  for  us  to  ccmsider  something  of  the  growth  and  the  elimination 
nf  \acancies,  in  order  to  arrive  at  an  estimate  of  the  nimiber  of  houses 
niHMled  in  Haltimore  at  this  time. 

From  the  year  1900  to  1910 — in  that  decade — the  city  of  Baltimore 
irrt'W  49,500  in  population.  There  were  built  in  the  city  17,770 
linuse>.  or  one  house  for  each  2.8  persons  added  to  the  population. 
Ohviously  during  those  10  years  we  were  building  more  houses  than 
tfic  city  was  absorbing,  because  people  lived  more  than  2.8  persons  to 
ilie  house.  During  the  years  from  1910  to  1919,  inclusive,  the  city 
jrrew  about  176,000,  of  which  93,800  can  l)e  accounted  for  through 
annexation,  and  81.000  represents  the  growth  of  the  city  of  Balti- 
more within  that  time  within  its  old  boundary  limits. 

During  those  10  years,  with  81,000  new  people  added  to  the  popula- 
ti(;n,  there  were  18.800  and  some  odd  houses  permitted,  or  one  house 
fitT  each  4.3  persons:  so  in  the  second  case  we  w^re  building  one 
hnU'-e  for  each  4.3  persons  added  to  the  population,  as  against 
•»ric  house  for  each  2.8  persons  during  the  first  decade  of  this  century; 
an<l  it  was  during  the  second  decade,  when  because  of  slow  building 
•>fK*rations,  because  of  a  tremendous  industrial  growth  here  through 
the  influx  of  war  industries  and  the  handling  of  war  contracts  by  our 
established  industries,  that  we  passed  from  a  period  of  surplus 
!ioiM»s  to  a  f)eriod  of  shortage. 

Tliere  was  a  police  census  made  in  October,  1917,  which  show^^d 
♦'^.I'lT  hou.ses  empty  in  the  citv  of  Baltimore. 

Hie  Ch.mrmax.  You  say  ^'  houses."  Does  that  mean  accommoda- 
i  ••n<j  for  that  many  families? 

Mr.  Smith.  That  many  dwelling  places:  yes:  3,247  in  October, 
I'*i7.  .'^ince  Octol>er,  1917,  or  in  1918  and  19i9,  permits  were  issued 
f  ♦r  3^48  houses  of  the  two  and  three  story  brick  character  and  some- 
•i.iriir  over  80f)  frame  house,  or,  in  other  words,  for  the  vacant  prop- 
*Tti»^  in  Oc-tol>er.  1917,  an<l  the  houses  permitted  since  that  time,  and 
i''t  taking  into  consideration  the  apartment  houses  that  were  built, 
••r  the  rfinversitm  from  old  properties  into  nuiltiple  domiciles,  of 
«■  I'h  there  have  lK»en  a  g(M)d  many — certainlv  enough  to  take  care 
••f  ih*'  h4Mis**s  permitted  and  not  built — we  fin<l  7.400  vacant  houses 
•'  '^n  lip  an<l  new  houses  permitted  for  construction  since  October, 
:  '17. 
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The  police  census,  carefully  analyzed,  showed  an  increase  in  popu- 
lation of  about  21,000;  that  is,  not  during  that  time,  but  there  were 
absorbed  in  Baltimore  vacant  properties  and  new  properties  to  the 
extent  of  one  house  for  each  three  people  added  to  the  population — 
certainly  not  a  congestion.  'So  I  think  it  is  very  evident  that  we 
began  this  year  in  about  this  situation:  No  more  empty  houses  in 
Baltimore — a  condition  which  had  previously  not  existed  in  this  city 
for  a  great  many  years — and  through  the  fact  that  people  could  not 
readily  move  about  the  city  from  one  property  to  another,  for  the 
first  time  possibly  in  their  lives,  there  was  a  good  deal  of  hysteria 
created. 

Now,  since  January  1,  1920,  the  city  will  show  an  increase  in 
population,  through  the  advent  of  some  new  industries,  of  approxi- 
mately 10,000  persons,  requiring,  on  the  ratio  of  absorbed  houses, 
about  3,330  houses. 

There  will  not  be  over  2,300  houses  built  in  Baltimore  this  year ; 
so  we  are  going  to  find  ourselves  at  the  end  of  this  year  short  actually 
demanded  1,000  workmen's  homes  or  houses,  in  addition  to  which  we 
will  undoubtedly  be  short  a  sufficient  number  of  houses  to  give  us 
that  advantage  of  development  that  should  exist  in  any  community ; 
that  is,  some  empty  houses  to  which  new  families  can  come.  We 
are  probablv  short  not  less  than  2,500  houses  at  this  time. 

Senator  Kenyon.  When  you  speak  of  these  houses  I  notice  once  in 
a  while  that  you  speak  of  them  as  '"  workmen's  houses.'^  Is  all  this 
house  shortage  that  you  speak  of  to  be  understood  as  existing 
amongst  that  class  of  houses? 

ifr.  Smith.  Yes;  T  am  speaking  particuhirly  from  the  inchistrial 
standpoint.  We  will  be  short  at  the  end  of  this  year  not  less  than 
2,500  houses  for  industrial  workmen — a  thousand  net  now  in  de- 
mand, and  certainly  1,500  to  make  the  situation  comfortable. 

Senator  Kenyon.  Then  this  problem  with  you  is  a  problem  for  the 
industrial  workers? 

ilr.  Smith.  P^rom  my  standpoint,  yes;  that  is  the  only  standpoint 
I  am  competent  to  speak  from. 

Senator  Kenyon.  And  there  is  no  shortage  of  houses  for  people  of 
moderate  means,  so  to  speak? 

Mr.  Smith.  I  know  definitely  that  there  is,  but  that  has  not  come 
under  my  survey.  Now,  we  are  facing  this  situation :  In  the  last  14 
months  102  new  industries  have  been  brought  to  the  city  of  Balti- 
more, which  will  require  some  21,000  employees.  We  are  to-day 
probably  the  most  rapidly  growing  industrial  city  in  the  United 
States.  Those  new  industries  are  of  this  character:  The  American 
Sucrar  Refining  Co.  is  to  build  the  largest  sugar  refiner}^  in  the  world 
at  Baltimore;  the  Columbia  Phonograph  Co.  is  putting  in  a  cabinet 
plant  that  will  require  4,000  people  to  turn  over  the  machinery  alone, 
and  6,000  to  operate  it  eventually;  the  General  Electric  Co.  is 
putting  in  a  switchboard  factory  that  will  require  about  5,000  em- 

Eloyees — America's  best  industries  are  coming  here  in  large  inim- 
ers,  and  in  total  requiring  about  20,000  employees. 
Senator  Kenyon.  Do  they  build  any  homes  for  their  employees 
themselves  ? 

Mr.  Smith.  Not  a  single  one  of  them  has  as  yet  expressed  up  to 
the  present  time  any  intention  of  going  into  any  housiiig  operations. 
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We  have  only  one  industry  in  Baltimore  that  is  building  houses  for 
it>?elf,  and  that  is  the  Bethlehem  Steel  Corporation,  and  that  is  prob- 
al)lv  due  to  the  fact  that  thev  are  more  or  less  isolated,  and  that  is 
the  only  industry  locally  that  has  built  any  number  of  houses,  except 
around  the  time  of  the  Civil  War  some  of  our  woolen  mills  located 
in  what  were  then  the  suburbs  of  the  city,  built  their  own  employees" 
I  louses  around  and  contiguous  to  their  mills. 

The  Chairman.  Has  any  effort  been  made  to  influence  or  induce 
these  big  industrial  interests  to  build  their  own  houses  for  their  own 
men? 

Mr.  Smith.  Yes;  that  has  been  taken  up,  and  in  at  least  one  or  two 
in>tances  is  now  actively  pending ;  but  in  the  past,  with  from  6  to  9 
l»er  cent  of  all  of  our  houses  empty,  as  a  general  condition,  there  was 
no  nee»l  for  it,  and  our  local  manufacturers,  having  all  the  labor  they 
want,  express  no  particular  interest  in  the  problem  now;  and,  of 
course,  the  local  manufacturers  are  not  particularly  interested  in 
hiiilding  houses  for  the  employees  of  new  industries  coming  in — quite 
a  natural  condition.  We  have  at  the  same  time  reports  of  expansions 
of  147  of  our  local  industries  requiring  a  total  of  about  20,800  addi- 
tional workmen.  A  good  many  of  those  expansions  have  already 
taken  place,  and  I  should  ,say  roughly  that  20,000  is  represented  by 
lh«»se  expansions,  which  can  be  taken  care  of  through  the  contraction 
•  'f  in<histries  due  to  the  cancellation  of  war  contracts.  Those  men  we 
may  eonbider  as  already  placed,  but  there  is  another  22,000  for  whom 
••*^  ha>e  no  places;  and  to-day  Baltimore  presents,  as  I  see  it, 
this  situation:  An  actual  shortage  of  a  thousand  houses,  needed  be- 

ause  (if  our  inability  to  build  in  past  years,  and  an  additional  short- 
.iire  of.  say,  1,500  houses  needed  in  order  to  make  our  population  more 
'Mmfnrtable;  and  houses  enough  in  the  very  near  future  to  accommo- 
•hiie  21,(HK)  workmen,  who  will  be  coming  to  Baltimore  to  man  our 
ii»'v  indn.stries  and  expansions. 

Now.  gentlemen,  I  do  not  consider  myself  a  competent  witness  to 
•^^*uss  the  financial  situation,  nor  do  I  consider  myself  a  competent 
"  itD»*Sb  to  discuss  the  building-material  situation ;  but  there  are  men 
r.»-ne  who  are  much  better  qualified  than  myself  to  do  that.  I  want, 
'  "wever,  as  expressing  the  shortage  situation,  as  I  see  it,  to  leave 
;'.*t  one  thought  with  the  committee;  possibly  it  has  not  occurred  to 
'•t'ier  i>e<)ple  here  and  ix>ssibly  it  has  not  occurred  to  you:  The  typi- 

.d  method  of  financing  the  sale  of  a  workman's  house  in  Baltimore 

-  through  the  creation  of  a  ground  rent — the  old  English  system  pre- 
''*ilinir  here — and  then  floating  a  building  and  loan  association  mort- 
iM;re,  which  is.  of  course,  subject  to  the  ground  rent;  and  if  your  com- 
i.iittef  finds  it  advisable,  after  investigation,  to  recommend  to  Con- 
I'n*^  the  enactment  of  a  law  creating  some  sort  of  a  hypothecating 

r  titution,  similar  to  the  Federal  reserve  bank  or  the  farm  loan  bank, 
*'  it  will  provide  for  the  hypothecation  of  building  and  loan  associa- 
■  •••n  niortgmges,  .so  that  the  loaning  association  can  be  recouped  and 
r  jy  «^tart  c»ut  with  new  funds  immediately — if  you  do  that,  and  do 
i."<  take  into  consideration  some  means  of  hvpothecating  building 
I'.d  limn  association  mortgages  that  are  already  subject  to  a  ground 
rrfit— in  other  words,  that  have  a  prior  lien  existant — your  institution 
'•  ill  Jie  of  no  Ijenefit  to  the  city  of  Baltimore  or  to  the  State  of  Mary- 
'»rid:  in  fmct,  it  would  be  decidedlv  a  handicap,  because  it  would  give 
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all  the  rest  of  the  United  States  a  tremendous  advantagje  over  this 
State,  M'hich  has  probably  <rone  further  tjian  any  other  State  in  the 
Union  in  the  development  of  building  and  loan  associations,  due  to 
our  ease  in  creating  tliose  mortgages  and  financing  them  even  with 
a  prior  lien. 

Senator  Kenyon.  Is  there  any  limit  in  your  law  as  to  the  amount 
of  interest  that  can  be  charged  by  a  building  and  loan  association  ? 

Mr.  S:mith.  In  the  State  of  Maryland  anything  over  6  per  cent  is 
usury. 

Senator  Kenyon.  No  matter  how  it  mav  be  charsred? 

Mr.  S^fTTii.  Yes. 

The  Chairman.  I  have  introduced  a  bill  in  the  Senate,  which  has 
been  introduced  in  the  House  by  Congressman  Nolan,  of  California, 
providing  for  the  establishment  of  a  home  loan  bank,  and  that  bill 
does  not  tai?:e  into  consideration  the  thing  that  you  have  mentioned — 
the  ground-rent  system  here — and  I  would  suggest  that  you  inform 
your  Senators  and  Representatives  from  Maryland,  so  that  if  oppor- 
tunity presents  itself  to  pass  the  bill  they  may  bring  that  to  the  at- 
tention of  the  Senate  ancl  the  House. 

Mr.  Smith.  Yes,  Senator.  Gentlemen,  I  have  nothing  further  to 
bring  ])efore  the  committee.  I  simply  wanted  to  leave  with  you  a 
general  picture  of  the  housing  situation  as  it  exists  to-day. 

The  Chairman.  Thank  you,  Mr.  Smith.  Now,  the  committee 
would  like  to  hear  Mr.  A.  S.  Goldsborough,  of  the  Merchants'  and 
Manufacturers'  Association. 

STATEMENT  OF  ME.  A.  S.  OOLDSBOEOTTOH,  DIEECTOE,  CIVIC  AHB 
INDTJSTEIAL  BTJEEATJ,  MEECHANTS'  AND  MANTTFACTUEEES* 
ASSOCIATION,  BALTIMOEE,  MD. 

The  Chairman.  Mr.  Goldsborough,  you  are  an  officer  of  the  Mer- 
chants' and  Manufacturers'  Association? 

Mr.  Goldsborough.  Yes. 

The  Chairman.  What  position  do  you  occupy  ? 

Mr.  Goldsborough.  Director  of  the  civic  and  industrial  bureau — 
frankly  speaking,  a  kind  of  general  utility  bureau. 

The  Chairman.  You  have  some  information  concerning  the  hous- 
ing needs  of  this  city  ? 

Mr.  Goldsborough.  Yes,  sir;  in  more  or  less  of  an  inexpert  way. 
I  have  made  for  the  association  a  kind  of  general  investigation  of 
the  situation,  and  my  findings  have  been  altogether  parallel  with 
those  that  have  been  disclosed  already  by  Mr.  Smith,  who,  however^ 
went  no  further  than  the  matter  of  the  housing  in  so  far  as  indus- 
trial needs  are  concerned;  and  I  did  discover  that  if  proper  allow- 
ance is  made  for  the  additional  need  for  houses  for  such  occupants 
as  clerks  and  persons  engaged  in  what  might  be  called  the  moderate 
salaried  positions  of  life,  that  the  need  for  houses  in  this  conmiunity 
would  be  much  larger  than  that  which  Mr.  Smith  has  stated,  whicn 
has  been  restricted  exclusivelv  to  the  industrial  end.  Like  Mr.  Smith, 
I  wish  to  avoid  discussing  any  of  the  specialized  phases  of  the  prob- 
lem, such  as  materials,  transportation,  and  things  of  that  kind,  be- 
cause you  have  summoned  men  here  who  are  really  expert  in  those 
things. 
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My  investigations  have  gone  f^r  enough,  however,  to  satisfy  me 
tiiat  the  primary  difficulty  at  the  present  time  is  a  question  of  money. 
1  hat  is  (Hivious!  I  guess,  to  you  gentlemen,  because  I  happen  to  know 
something  about  the  bill  that  you  mentioned  a  moment  ago  which 
you  have  introduced  down  there  in  the  Senate,  because  in  the  report 
that  I  made  on  the  housing  situation  here  in  Baltimore  I  specifically 
alluded  to  that,  and  brought  out  in  my  report  many  of  the  details 
ami  the  possible  advantages  of  that  bill,  showing  wherein  it  could 
tM*  of  value  to  our  building  association. 

Here  in  Baltimore  nearly  all  of  the  buying — I  might  say  85  per 

•  »'nl  of  the  buying — is  through  the  building  associations.  We  have 
l.iTv  in  Baltimore  a  group  of  very  competent  builders  w4io  know  the 
situation  here  in  Baltimore,  who  know  the  peculiarities  of  the  Bal- 
tTiiore  people,  and  who  know  how  to  provide  for  them  better,  I  think, 
tiian  could  ever  be  done  through  the  organization  of  any  specialized 
..outing  corporation.  I  do  not  believe  that  the  conditi6ns  here  in 
l^altimore  are  such  as  would  result  in  any  advantage  from  a  general 

•  ity  housing  corporation,  because,  as  I  have  stated  in  some  of  my 
n-jMirts  that  1  have  submitted,  the  general  layout  of  our  city  is  such 
riiut  there  is  no  general  industrial  district  where  the  thing  could  be 
*M»rked  out  advantageously. 

Mur  industries  are  scattered.  While  there  are  one  or  two  places 
»\  here  industries  are  somewhat  congregated,  they  are  generally 
I:»r«r»*ly  scattered,  and  it  would  be  difficult  to  organize  any  central 
..'»'i.-ing  corporation  which  would  be  able  to  take  care  of  the  imme- 

1  :(te  needs  of  the  crying  corners  here  without  creating  a  measure 
"t  «h>roril  among  themselves.    Therefore,  so  far  as  I  personally  in 

.  V  investigation  am  concerned  I  have  advised  from  the  beginning 
!:.♦*  de\elopment  of  housing  improvements  in  sections  supported  by 
•-■ii'Khing  in  the  nature  of  an  underwriting  corporation  on  the  part 

•  I  ilie  several  industries  that  would  be  interested  in  the  housing  con- 
.  tions  <if  that  particular  section. 

1  he  Chairman.  In  advising  that,  have  you  had  any  support  from 
t'.v  a#*veral  communities^ 

Mr.  tiou)SBORor«n.  I  have  had  support  this  far:  That  just  as  soon 

.»-  a  definitely  developed  plan  is  submitted  to  them  so  that  the  in<)us- 

•v  uould  understand  exactly  the  nature  of  its  obligation  they  would 

•  '•*'ry  glatl  to  submit  it  to  the  board  of  directors  to  find  out  how  far 

•• '  industry  would  go  in  that  direction. 

Now,  on  that  underwriting  proi)osition,  my  idea  in  that.  Senator. 

>  ihiit  the  matter  of  the  building  operations  was  to  remain  ex- 
.   -ivelv  in  the  han<ls  of  local  builders.     Personallv.  I   am   just  a 

•t  ♦*  timid  about  the  creation  of  anv  even  temporary  agen<'V  for  the 

r)M»-A*  uf  looking  after  the  immediate  exigencies,  which,  after  tlicy 

.»•  U'^n  taken  care  of,  would  go  out  of  business,  after  having 
n  '»ur  own  IfK^al  builders  out  of  business,  leaving  the  city  in  the 

•  *  :»f  won-4*  off  than  it  is  now.     Therefore.  1  have  believed  that  the 
/  niz.*tinn    <if  these*  se<*tional    underwriting   corporations,   where 

'   unnld  i>ut  themstdves  in  a  i)osition  to  assure  the  huihh'r  thai  if 

A.-'T'l  put  up  in  a  given  sertion  a  given  nunil)er  of  hou«^es.  unJer 

!:/r*-»-d  plan,  with  a  fixed  maximum  selling  price,  an.l  with  specific 

.-  of  ^flle,  that  those  un<lerwriting  companies,  if  you  miLdit  call 

'  'la  -^iK'h,  would  guarantee  to  the  builder,  after  a  given  period  of 
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time,  if  he  had  not  sold  the  housesT  that  they  would  take  the  houses 
off  his  hands  and  utilize  them  for  renting  purposes  to  employees 
that  would  come  into  the  district. 

The  Chairman.  And  save  him  from  loss  ? 

Mr.  Goldsborough.  Yes ;  and  save  him  from  loss.  Now,  the  thing 
that  makes  the  local  builder,  so  far  as  my  observation  goes,  timid  at 
the  prospect  which  is  presented  at  the  present  time  is  the  fact  of  his 
uncertainty,  particularly  in  view  of  the  money  market,  as  to  what 
will  happen  to  him  if  he  builds  houses  in  large  groups  at  the  present 
time  and  has  to  carry  them  along  indefinitely.  It  is  a  very  heavy 
financial  burden,  and,  being  a  little  timid  as  to  how  far  there  will  be 
buyers  in  the  market,  instead  of  building  in  large  layouts,  as  the 
requirements  at  the  present  time  would  seem  to  demand,  they  are 
disposed  to  do  it  in  smaller  units  than  they  would  if  they  were  in 
possession  of  any  absolute  assurance  that  they  could  plunge  into 
building  operations  without  timidity  and  ultimately  come  out  with- 
out any  loss. 

The  difficulty  is  now  that  a  number  of  these  houses  that  our 
builders  have  been  selling  around  to  workmen  upon  the  building 
and  loan  association  plan,  where  it  would  cost  the  purchaser  some- 
thing around  twentv  or  twenty-five  dollars  a  week — or  less  than 
that — say  between  fifteen  and  twenty  dollars  a  week  to  purchase, 
owing  to  the  extraordinary  lift  in  tne  cost  of  building  houses,  the 
weekh^  payments  they  demand  on  the  part  of  the  buyer  is  so  large 
that  even  in  the  face  of  the  fact  that  wages  have  gone  up  tre- 
mendously there  are  some  cautious  builders  who  are  just  a  little 
dubious  as  to  the  abilitv  of  a  man — a  man,  wife,  and  three  children, 
say,  to  make  the  weekly  payments  under  the  increased  cost  of  the 
house,  and  the  result  is  that  they  are  timid. 

Now,  going  along  just  at  that  particular  time  when  things  were 
overly  sensitive,  the  whole  money  situation  got  tied  up;  money  be- 
came very  difficult  for  some  of  the  builders  to  get,  and  it  became 
doubly  difficult  for  the  purchasers  to  get.  Personally,  I  happen  to 
know  that  instead  of  some  of  our  financial  institutions  being  liberal 
toward  the  building  and  loan  associations  they  are  rather  reluctant 
to  arrange  for  loans,  and  they  have  even  gone  so  far,  in  a  numljer  of 
cases,  as  to  notify  the  building  and  loan  associations  that  credit  out- 
standing would  have  to  be  curtailed  to  some  degree. 

The  (.'iiairman.  From  whom  do  the  building  and  loan  associations 
borrow  ? 

Mr.  Goldsborough.  They  borrow  largely  from  tlie  banks. 

The  Chairman.  From  the  savings  banks? 

Mr.  Goldsborough.  They  borrow  some  from  the  savings  banks  and 
from  the  national  banks  also.  , 

The  Chairman.  Are  your  savings  banks  cooperative  here? 

Mr.  Goldsborough.  J50  far  as  my  information  goes  they  are  gen- 
erally, under  normal  conditions 

The  Chairman  (interposing).  I  think  perhaps  you  did  not  under- 
stand me,  or  I  did  not  make  myself  clear.  Are  your  savings  banks 
organized  on  a  cooperative  basis? 

Mr.  Goldsborough.  If  they  are,  it  is  not  disclosed  to  me. 

The  Chairman.  That  is  to  say,  are  your  savings  banks  organized 
in  a  cooperative  way,  the  same  as  the  savings  banks  in  New  York? 

Mr.  Goldsborough.  They  are  stock-holdmg  institutions. 
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A  Voice.  No  ;  mutual. 

The  Chairman.  The  savings  banks  are  mutual? 

Mr.  (ioLDSBORouGH.  Oil,  ycs ;  I  did  not  exactly  catch  what  you  had 
in  mind. 

The  Chairman.  Do  the  savings  banks  loan  money  to  the  building 
and  loan  associations  i 

Mr.  (toldhboroi'gh.  My  information  is  that  most  of  the  financing 
for  the  building  and  loan  associations  is  done  through  the  national 
and  State  banks. 

The  Chair^ian.  Do  these  State  and  national  banks  loan  large  sums 
Jit  tunes  to  the  building  and  loan  associations? 

Mr.  (tou)sik)Rox'om.  1  would  rather  think  that  some  of  the  repre- 
sentatives of  the  building  and  loan  associations  could  answer  that 
without  any  guesswork:  but  I  think  the  Senator  will  find  that  so 
far  as  the  local  situation  is  concerned  that  if  the  Federal  Government 
mn  develop  any  plan,  whether  it  be  through  a  separate  institution 
somewhat  akin  to  the  plan  that  you  have  outlined,  where  privileges 
of  Iwrrowing  will  be  given  to  thosc^  institutions  which  have  houses 
for  sale — not  over  $(),(M)0,  I  think,  was  the  limit  in  one  of  those  bills 
n«»\v  pt^nding  in  Congress — that  would,  of  course,  have  a  tendency  to 
•if'velop  a  type  of  house  that  is  needed  very  largely,  so  that  the  man's 
neighl>or  who  is  going  to  buy  a  house  would  be  able  to  purchase 
somewhat  approximately  along  the  lines  that  have  been  possible 
hitherto,  that  our  own  situation  would  begin  somewhat  to  solve  itself ; 
hut  the  purchaser  himself  has  become  handicapped  in  view  of  the 
f.ut  that  the  tremendous  rise  in  the  prices  of  properties  has  created  a 
•  -rtain  measure  of  timidity  as  to  the  uncertainty  of  the  future  in  the 
sahie  of  real  estate,  so  that  the  purchaser  himself,  when  it  comes  to 
th<»  matter  of  his  cash  deposit,  instead  of  being  able  to  arrange  for 
ilif  purchase  of  a  house  on  the  basis  of  the  low  first  deposit  that  was 
^•'luired  in  times  past,  even  now  he  has  to  find  a  larger  measure  of 
«a>h  to  put  up  before  he  can  make  the  sale. 

Now,  all  oi  those  things  interrelated  have  their  bearing  upon  the 
\  jilder,  and  the  consequence  is  that  the  builders  are  put  in  a  cautious 
:)(titude,  instead  of  a  perfectly  confident  and  aggressive  attitude. 

My  information  is  that  we  are  fully  equipped  here  to  take  care  of 
tli<*  Iwal  situation,  if  we  are  just  given  those  necassary  means  with 
«liich  to  do  it.  I  may  be  wrong,  but  I  still  believe  that  the  organiza- 
t.^'fi  of  a  separate  housing  corporation  in  this  community  would  be 
a  WTT  serious  blunder.  I  think  to  create  a  corporation  at  this  partic- 
•/ar  time  as  a  bar  to  local  builders,  creating  a  market  situation  where 
I'"  d  builders  themselves  would  not  know  just  exactly  how  far  this 
•*'rjK>nition  was  going  to  affect  the  selling  price  of  additional  houses 
i:/it  might  l>e  ptit  up,  would  make  them  doubly  cautious,  and  instead 
"f  multiplying  the  number  of  houses  that  they  would  erect,  it  woxild 
(-  hmught  to  a  minimum. 

The  <*iiAiRMAN.  Then,  from  vour  observation  the  difficulty  to-day 
r.  Ha  It]  more  is  largely  one  of  financing? 

Mr.  (h*U).sborouoh.  Yes,  Senator;  largely  one  of  financing,  so  far 
**  I  ••an  see.  AMien  it  comes  to  materials  and  things  of  that  kind, 
I  .-n*  are  rither  men  here  who  are  more  familiar  with  them  than  I. 
1  'ii\e  yf»me  information  on  that  line,  but  I  would  rather  that  you 
"^    jM  tr4-t  it  fn>m  soiirres  more  definite. 

•r;or»--iii-  \m:.  i  —  is 
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i.  i  rikit  he  estimated  that  here  you 
L    \^»u^mg  industrial  workers. 

.  Aiid  beyond  that,  how  much  shortage 

:  'i  yuu  say — I  do  not  remember? 

:  I  were  to  judge  from  the  swampings 

All  otKce  on  the  part  of  people  who  are 

t  ii*  character,  asking  if  we  can  give  them 

ju  tind  some  place  to  put  a  bed,  I  should 

♦»t  r  cent  to  the  industrial  requirements, 

I'itr  to  comfortably  meet  the  needs  of  the 

iinie.     You  see  we  are  becoming  aggra- 

»L  by  the  fact  that  on  top  of  the  pressure 

.»vMi  ireneral  mercantile  establishments  are 

:    hilii>trial  establisiunents,  and  there  is  hardly 

»  I  ii   iliere  are  half  a  dozen  applicants  right 

..   tti«l  as  a  consequence,  I  think  that  you  will 

V    V  called  the  miscellaneous  demand  is  fully 

.   uMuand ;  and  on  the  basis  of  Mr.  Smith's  esti- 

iN  the  pressing  need  industrially,  I  should  cer- 

J  :ii  from  4,000  to  4,500  houses.    Baltimore  is  in 

I  nation  that  other  cities  are;  we  are  three  years 

■  vloM'lopment;  we  have  got  the  past  deficiencies 

10  same  time,  we  have  got  to  do  enough  building 

»aJM'l\es  abreast  of  the  developments  for  the  next 

oij:v\  before  all  conditions  will  be  on  a  par! 

\    Are  you  carrying  out  any  line  of  public  im- 

Kivcting  any  public  buildings? 

iin.  Well,  I  do  not  think  that  the  public  impi-ove- 

,     •.x^i'ui  time  are  of  large  dimension,  though  there  are 

wiHi'iitN  of  rather  large  dimension  in  contemplation. 

,  ,     ,:  upward  to  large  public  improvements  down  here  in 

v>  'uh  I  hose  of  us  here  in  Baltimore  who  are  interested 

•V    vv'n^ivlor   absolutely   indispensible.  to   our   commercial 

*    !  i'mI  nutans  large  building — big  buildings. 

K    's  ulontally  say  also  that  as  to  how  soon  it  will  be  done 

,    V  '»'Jv^ioM,  but  we  will  have  large  construction  work  in  the 

.V  w  M  UvK'lhouses,  but  those  are  not  matters  of  the  immediate 

I '»o  Hxerage  building  now  is  nothing  abnormal,  in  so  far 

voi^^U'Uvtion  is  concerned. 

:  ',   V  MviKuvN.   Your  building  here  for  housing,  is  that  done  by 

t  I  l^l^»Ui;h  gentlemen  who  have  money  to  invest  in  building 

v       »»v*  i»tniH>ses,  or  by  the  builder  who  builds  for  the  market 

vx     .  I'to  lumsesi 

\. ' .  vu'k  i».^»u»m>iT(iiT.  The  larger  portion  is  done  by  the  builder  who 

fu»u-.o  for  sale.     Our  town  is  wretchedly  in  need  of  houses 

y  know  that  I  will  make  a  very  unpopular  statement  when 

I  >  ((  Uus  town  has  been  spoiled  by  very  low  rents.    It  is  true 

.1   .  «>K  V  ll»o  N\ar  there  has  been  a  large  measure  of  rent  profiteering, 

,  I   vv  x«\  lu^ral  level  of  rents  has  been  so  low  that  it  has  not  been 

.»,  4 '  vv  u»  investors  for  the  specific  purpose  of  renting.    As  soon  as 

.    >s.v,»lv^  ran  l)e  educated  to  the  fact  that  they  will  have  to  pay  a 

•    MK.tuiv  of  rent,  so  that  the  investor  will  be  attracted,  that  is 
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p^inp  to  help  to  bring  into  the  market  a  larger  line  of  purchasers  than 
at  the  present  time  exists.  The  difficulty  in  the  situation  is  that  the 
man  wiio  wants  to  invest  in  real  estate,  he  has  a  disposition  to  keep 
out  of  it  until  there  is  a  bad  break  in  the  real  estate  market,  and  then 
he  jroes  in  and  buys  a  lot  and  takes  his  chances  on  his  investment 
paving  him. 

The  Chairman.  Is  that  all  ? 

Mr.  (lOLDSBORouGH.  That  is  all  I  have  to  say. 

The  Chairman.  Thank  you  very  much,  Mr.  Goldsborough.  Now, 
i>  Mr.  William  Merriken  here? 

STATEMENT  OF  ME.  WILLIAM  MEERIKEN,  EEPEESENTINO  THE 
MUNICIPAL  COMMISSION  ON  EENT  PEOFITEEEINO  AND  THE 
REAL  ESTATE  BOAED,  BALTIMOEE,  MD. 

Mr.  Merriken.  I  represent  the  municipal  commission  on  rent 
profiteering  as  well  as  the  real  estate  board. 

Senator  Kenton.  That  has  been  a  pretty  busy  commission,  has  it  ? 

Mr.  Merriken.  Fairly  so,  sir. 

The  Chairman.  Have  you  some  inlorinatir»n  about  the  method  pur- 
j'iii^'l  by  tlie  buildinir  and  loan  a^soriations  ? 

Mr,  Mkrriken.  Ves,  sir,  Sliall  I  tell  you  about  tlie  rent  profiteer- 
ini:  first  t 

Seiiutor  Kf.nyon.  Yes:  cominsr  from  Washington,  tluit  would  be 
e.-ju'cialy  interesting.     [Laughter.] 

Mr.  XIkrtukf.n.  About  six  months  ago  the  city  council  passed  an 
or'l)nan<e  authorizing  the  mayor  to  appoint  a  rent  profiteeiing  com- 
nh-Hji»n.  'J'hat  conmiission  was  ai)pointe(l,  nnd  I  haj:)cn  to  l)e  a  mem- 
»♦•  I  ni  that  commissic'n,  and  we  have  been  in  session  continuously 
f-'F  llie  la>t  'iO  days.  We  liave  had  approximately  IW  complaints, 
-iL'!  the  result  of  our  investigation  hns  as  yet  disclose*!  about  10  per 
<'Hir  of  profiteering,  and  that  is  all — just  al)out  10  j^er  cent. 

The  Ciiair^ian.  What  (h)  you  mean  by  10  per  cent  of  profiteering? 

Mr.  Mekrikkx.  That  is  to  say,  Senator,  that  10  per  cent  of  all  tlie 
'-  riiphuiit.s  were  justified — ha<l  merit  to  them.  We  have  not  any  teeth 
in  «nir  ordinance,  Senator,  and  all  we  can  do  is  to  throw  the  light 
'  f  {Mihlicity  upon  the  j)rofiteers.  Tp  to  this  time  we  have  only  had 
!••  thmw  the  lig'^^  upon  one  individual.  We,  peiiiaps,  may  have 
t'vtt^  «»r  four  more,  which  are  now  pending  under  investigation  by  the 
«  'rnrnittee,  but  we  ijave  only  had  one  thus  far. 

>enjitor  Kknyon.  Just  what  process  do  you  use  in  throwing  the 
.'i"  t  on  these  profiteers^ 

Mr.  MutRiKEX.  The  ordinance  provides  that  this  committee  shall 
'i\»Mitrate  all  the  facts  concerning  the  tenancy — the  value  of  the 
.'  '|»erty,  etc. — and  then  use  its  judgment  as  to  wliether  or  not 
i'j»  rental  rha rge  is  exc<'ssive  or  reasr)nal)h*.  A^'hen  we  find  that 
?'♦•  rent,  in  our  judgment,  is  excessive,  we  then  ixtify  the  lainllord 
t*.  t,  ill  arronlance  with  our  oj>inion.  he  is  entitltMl  to  a  certain 
iH.  Hint  of  n*nt,  and  ask  for  his  cooperation.  If  he  fails  to  cooperate 
■  i;i  U-.  then  under  the  terms  «»f  llu^  ordinance  it  is  our  bu>iness  to 
f»  |-»rt  ihip^  fart>  to  the  ma vor.    The  mayor  in  turn  then  furnishes  the 

■ "»  vvith  all  the  di'tails  antl  thr  man's  name  and  all  the  facts  in 

M^'^iion  with  it,  and  the  pres!-  handh's  it  from  that  point  on.     We 
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turn  him  over  to  the  tender  mercies  of  the  press.  That  is  as  far  as 
we  can  go.  As  I  have  said,  we  have  only  had  one  instance  of  that 
kind  up  to  this  time.  We  have  two  or  three  in  prospect,  but  I  am 
inclined  to  think  that  the  landlords  will  abide  by  our  decision.  We 
find  a  tendency  amon<i^  the  landlords  to  agree  with  us.  You  know 
when  you  have  a  tenant  and  a  landlord  down  before  you  and  you 
hear  all  the  facts  it  is  very  frequently  the  case  that  the  landlord 
changes  his  opinion;  he  does  not  want  any  publicity,  and  he  comes 
acr(>>s  and  agiees  with  us,  and  they  go  on  their  way  rejoicing,  and 
the  tenant  remains  in  the  house  at  the  rental  that  we  fix  upon. 

The  Chairman.  There  has  been  a  general  increase  of  rents 
throughout  the  entire  city,  has  there  not  ( 

Mr.  Mkukikkn.  Oh,  ves;  surelv. 

The  Chairman.  About  what  percentage  of  increase  has  there  been? 

Mr.  Mkrrikkn.  It  dei)ends  upon  the  character  of  the  propeity,  I 
would  like  to  tell  you  what  the  conditions  are  here,  so  that  you  may 
realize  that  the  increase  in  rentals  is  not  unfair.  As  has  been  stated 
by  Ml*.  Smith,  we  are  short  in  housing.  There  has  been  considerable 
HiuHulation  in  smaller  houses  within  the  last  two  years,  and  as  a  con- 
wen  u(Mice  the  value  of  those  houses  has  increased  verv  much — in  manv 
instances,  two  or  three  times  the  assessed  value  of  the  property,  and 
in  the  judgment  of  competent  real  estate  men,  very  much  more  than 
the  actual  value  of  the  property;  so  the  committee  has  had  to  take 
into  consideration  the  actual  investment — that  is  onlv  fair — of  the 
pUH'haser  and  base  our  rents  in  accordance  with  the  facts  as  they  were 
disclosed  to  us. 

Now,  1  have  not  tabulated  all  of  our  complaints,  but  I  should  say 
tluit  in  no  instance  have  the  rentals  been  increased  bevond  50  to  00 
per  cent. 

The  Chairman.  We  have  a  law  in  New  York  State  forbidding  an 
increase  of  more  than  25  per  cent  in  any  one  year. 

Mr.  Merriken.  Yes,  sir. 

The  Chairman.  And  the  courts  are  given  authority  to  refuse  an 
eviction  w^hen  a  landlord  raises  the  rent  more  than  25  per  cent. 

Mr.  Merriken.  It  might  be  said  in  addition  that  we  have  here 
wluit  is  known  as  a  people's  court,  which  has  jurisdiction  over  all 
evictions,  and  this  committee  reports  its  findings  to  this  people^s 
court.  Now,  as  I  have  said,  we  have  not  any  teeth  in  our  law^  at  all :  it 
is  up  to  the  people's  court ;  they  can  use  their  own  discretion,  and  they 
do  whatever  thev  can  to  protect  the  tenant  as  far  as  their  authoritv 
ies.  1  imagine,  sir,  that  if  they  are  so  disposed,  they  can  keep  the 
Uindlord  without  the  use  of  his  property  anywhere  from  six  to  twelve 
months. 

Senator  Ken  yon.  What  is  the  people's  court? 

Mr.  Merriilen.  The  people's  court  is  a  sort  of  magistrate  court. 
It  has  jurisdiction  in  small  matters — up  to  $100, 1  think. 

St^iator  Kenyon.  Like  a  justice  of  the  peace  court? 

Mr.  Merriken.  Yes;  but  we  call  it  the  people's  court  here.  It  is 
made  up  of  at  least  a  dozen  magistrates,  and  they  try  all  these  trivial 
little  matters  that  arise.    Do  I  make  myself  clear? 

The  Chairman.  Yes. 

Mr.  Merriken.  Now,  perhaps  I  can  throw  some  light  on  the  ques- 
tion of  financing  small  homes.    For  many  years  1  specialized  in  the 
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sale  of  lots  suitable  for  house  l)uil(lin<2:.  The  method  here  is  for  the 
ImildtT  to  construct  houses  and  sell  them  throu^rh  the  building  asso- 
naiioiis.  I  might  say  that  throughout  the  State  we  have  586  build- 
ing associations,  with  resources  of  $C1,47G,G20.  Those  associations 
an.'  uuide  up  of  two  types  of  members ;  one  we  know  as  free  share- 
hnl  lors — peoi)le  who  furnish  the  sinews  of  war  and  receive  a  return 
in  the  way  of  interest  or  dividends:  the  other  line  of  membership 
is  what  we  know  as  redeemed  shares;  in  other  words,  shares  that 
repiTsent  mortgages  that  are  given — borrowers. 

The  Chairman.  You  spoke  of  the  members  who  deposit  their 
money — the  depositors,  as  it  were 

Mr.  MERmKEN.  Yes. 

The  Chairman.  Do  you  know  what  the  average  rate  of  interest  is 
tl.iit  they  receive  for  their  deposits? 

Mr.  Merrtken.  Six  per  cent  plus.  Sometimes  it  is  more  than  6 
fwr  cent :  but  usually  it  is  6  per  cent.  I  happened  to  have  a  notice 
this  morning  from  the  Fidelity  Building  Association,  of  which  I 
haj>pen  to  be  a  member  of  the  executive  committee — ex-Gov.  War- 
iifld  was  president  of  it — stating  that  the  dividend  for  this  past  six 
Hinnths  would  be  at  the  rate  of  7  per  cent,  I  w-ill  explain  to  you  in  a 
moment  how  thev  are  able  to  do  that.  These  building  associations 
l.:.\e  total  resources  of  $(31,476,620.  They  owe  the  banks  $9,205,- 
^'S\.:\^K  Thev  have  a  surplus  of  $2,565,632.43,  and  they  owe  their 
•l-jMKsitors  $49,705,564.18. 

Tlie  Chairman.  You  say  thev  owe  the  banks  something  over 
>1'.'H)0.000? 

Mr.  Merriken.  Yes. 

The  Chairman.  When  they  l>orrow  this  nKmey  from  the  l)anks 
tli»-T  give  the  association's  notes,  and  do  they  i)ledge  some  of  tlieir 
niortgages  as  security  for  the  loans? 

Mr.  Merriken.  Yes.  These  building  associations  use  the  national 
and  State  banks  as  depositories  and  the  building  association  makes 
•t-  profit  by  reason  of  the  fact  that  they  are  always  in  debt  to  tlu» 
'inks,  and  heretofore  when  money  conditions  were  normal  thev  could 
^'rn*w  money  at  5  or  5  J  per  cent  and  loan  it  out  at  6  per  cent ;  so  on 
t.j*  large  volume  of  business  they  made  the  difference,  and  that  a<'- 

•  '  rjts  for  the  surplus  that  they  have.  In  many  instances  they 
•^  ;Mithecate  their  mortjraires  with  tlie  banks,  and  in  some  instances 
^  :i»-  f»f  the  notes.  The  banks  in  turn  have  rediscounted  those  notes 
*■  r-i  Lrh  the  Fetleral  Eeservo  System,  and  idong  about  Jjuuiary,  Fel)- 
r  .irv.  i>r  March  of  this  year  the  resiTve  btmk,  as  V(mi  genthMuen  know, 
'     .'  ]  the  State  and  naticmal  banks  down  on  tlieir  discounts,  and 

*  .  in  turn  have  called  the  buildinc:  associations,  an<l  the  building 
»--  "iation^  have  had  to  use  the  money  as  it  accumulated  from  week 
t  •••••'k  in  onlrr  to  pay  off,  as  far  as  they  could,  their  obligaticms  to 
'      *^tate  hanks. 

!.:*•  ('ir\iRMAN.  That  statement  that  vou  have  just  made  is  verv 
'  ■•  ^-^tinfr. 
Mr,  MiRRiKFN.  WelU  that  is  true. 

T^*»  f'H\iRMAN.  Because  we  have  made  some  inquiry  of  tlie  Fc;l- 
••     Reserve  System  as  to  just  what  their  position  wms  on  the  very 
•tion  of  curtailing  credits. 
Mr.  MmRiKKX.  Yes. 
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» -  '.  advised.     All  the  building  asso- 
..%:4use  the  banfe,  as  a  rule,  I  think, 
N  :a.    I  can  get  you  some  information 
..  uish. 

■  i  if  you  will  do  that, 
ul  to  do  it. 

ri*rnres  based  on  recent  reports? 
^  ^'  ival  estate  board  of  Baltimore  had  this 
V  ::lad  to  file  it  with  the  committee  [handin^r 


^    • 


L' 


^     V:  iho  time  this  survey  was  made  the  building 
,    •  .It'httMl  to  the  banks  of  the  State  of  Maryland 

^uvN.  What  interest  were  they  paj'ing  for  that  money? 

.       /vKN.  The  interest  fluctuated.     I  can  only  speak  with 

,Vt:ie  Fidelity  Building  Association,  of  which  I  individii- 

\  Vtvottu'  and  a  member  of  the  executive  committee.     That 

,.i»i>pinir  of  the  Fidelity  Trust  Co.  here,  and  heretofore  we 

.  (Nvn  forced  to  pay  more  than  5  or  5  J  per  cent  for  money.    At 

-Mie  we  can  not  get  money  in  sufficient  quantities  to  relieve  the 

.  "  'loru  l>ecause  of  the  tightness  of  the  money  market.     That  ap- 

.'.VsVo  our  particular  company. 

1  fie  C'HAiR^fAN.  And  on  this  $9,000,000  owed  to  the  banks  at  the 

moment,  the  interest  is  being  paid 

Mr.  Merrtkex  (interposing).  Let  me  explain  to  you,  Senator, 
those  notes  are  made  not  for  indefinite  periods.  The  sums  are  bor- 
rowed and  as  the  amount  accumulates  in  the  building  and  loan  asso- 
ciation, it  is  paid  off,  and  the  rate  of  interest  varies  with  the  con(H- 
tion  of  the  money  market,  and  it  would  be  useless  for  a  building  and 
loan  association  to  borrow  money  at  6  per  cent  and  loan  it  out  at  6 

per  cent,  of  course 

The  Chairmax.  Is  there  not  something  in  the  building-and-loan 
law  of  the  State  or  some  local  regulation  permitting  you  to  charge 
more  than  6  per  cent? 
Mr.  Merrtken.  No,  sir. 
The  Chairman.  In  the  way  of  a  premium? 
!ifr.  Merrikex.  No,  sir;  it  is  not  the  custom  to  do  it  here. 
The  Chairman.  And  no  one  who  borrows  money  through  a  build- 
ing association  on  a  real  estate  mortgage  pays  more  than  6  per  cent  ? 
Mr.  Merriken.  That  is  it. 

The  Chairman.  In  arranging  for  these  loans  does  the  individual 
deal  directly  with  the  building  and  loan  association? 
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Mr.  Merriken.  Yes. 

The  Chairman.  Does  he  not  have  to  go  through  a  broker? 

^^^.  Merriken.  No. 

'  lie  Chairma^.  And  pay  a  commission? 

!r.  .AFerriken.  No,  sir.     I  will  explain  to  you  why.    Building  as- 
-  •  "itions  are  corner  institutions  in  Baltimore. 

i  lu»  Chairman.  Corner  institutions? 

Ml'.  Merriken.  Yes;  on  most  every  comer  around  through  the 
^rate  you  will  find  in  every  community  three  or  four  building  asso- 

•  lations.    Their  officers  are  not  paid  any  special  fees;  it  is  a  com- 
nmnity  nroposition,  and  their  overhead  is  very  small,  comparatively. 

The  Chairman.  Have  you  any  idea  what  percentage  of  the  total 
business  the  overhead  is? 

Mr.  Merriken.  I  have  not.  I  can  probably  furnish  you  some  in- 
formation along  that  line,  if  you  wish. 

The  Chairman.  Yes.  The  directors  are  not  paid  fees  for  attend- 
ing its  meetings? 

Mr.  Merriken.  We  are  in  our  association — a  nominal  fee  of  $10, 
•iividecl  among  a  dozen  of  us. 

The  Chairman.  The  president  serves  without  salary? 

Mr.  Merriken.  Yes. 

The  Chair3ian.  JJsually  there  is  one  officer — the  secretary — who 
riN'eives  something! 

Mr.  Merriken.  The  secretary  is  the  only  man  who  is  paid  any- 
thing in  these  building  associations,  who  receives  any  compensation 
w»»rth  mentioning. 

Tlie  Chairman.  Is  there  to-day  a  very  great  demand  for  loans  in 
tn»>se  building  and  loan  associations  for  building  purposes? 

Mr.  Merriken.  Yes,  sir. 

The  Chairman.  And  they  could  loan  perhaps  as  much  as  or  more 
*^.tn  thev  have  loaned  already  if  they  had  the  money? 

^fr.  ^^Ierriken.  I  think  so,  without  any  difficulty!  If  a  builder 
**'jiMs  a  hou.se  at  this  time,  he  frequently  has  to  wait  three  or  four 
niMnths  until  the  money  accumulates  in  the  building  and  loan  asso- 

ition  to  take  up  his  loan,  and  there  is  a  waiting  list  in  most  of  them, 
^♦•u  can  not  transact  any  business  at  this  time  through  the  building 
t«^x*]ations  for  that  reason,  except  to  a  limited  extent. 

Thf  Chairman.  What  proportion  of  the  new  building  in  Balti- 
rij'Tf  is  financed  through  building  and  loan  associations? 

Mr.  XfERRiKEN.  The  greater  proportion.  I  should  say  90  per  cent 
•f  the  <lwelling  liouses  that  are  sold  are  financed  through  building 
;-'-'iations. 

The  Chairman.  Is  it  not  the  practice  of  the  savings  banks  to  loan 
::  Tifv  on  building  here? 

ilr.  Merriken.  The  savings  banks  will  loan  money,  but  here  is  the 
•ij'Ution:  They  are  limifea  by  law,  as  I  understand  it,  to  loan  on 
'*^  simple  property  only,  and  in  Baltimore  City  you  have  heard  of 

•  .r  gn>imd-rent  system.    That  is  one  means  we  have  of  aiding  the 
•::tll  man  t<i  acquire  a  home.     I  would  like  to  give  you  an  illustra- 

•  .fi. 

The  CuAiHHAN.  Go  ahead. 

Mr.  Mekbikex.  As  to  conditions  prewar  and  present,  and  you  show 
•<  exactly  what  the  situation  is. 
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The  Chairman.  Go  ahead. 

Mr.  Merriken.  Before  the  war  and  before  the  excessive  cost  of 
materials,  a  little  15-foot  house  of  what  we  call  block  type,  with  an 
outside  yard — a  block  type  of  house  on  a  15-foot  lot,  with  a  hot-air 
furnace,  electricity,  and  gas,  could  have  been  contracted  for  along 
about  $2,000.  The  land  value  was  $450,  about,  maldng  a  total  oi 
$2,450.  Those  houses  were  sold  at  approximately  $2,000  for  the 
household,  subject  to  a  ground  rent  of  $60,  which  represented  a 
thousand  dollars,  or  a  total  of  $3,000.  *  Deducting  the  ground  rent  of 
$1,000,  leaves  $2,000  for  the  home  buyer  to  finance,  and  with  a  pay- 
ment of  25  per  cent  on  account  of  that  $2,000,  or  $500,  it  left  $1,500 
to  be  financed  through  the  building  association. 

Xow,  the  carrying  charges  on  that  property — taxes,  ground  rent, 
water  rent,  insurance,  and  repaii*s,  plus  the  building  association  dues, 
amounted  to  about  $460  a  3'ear,  or  about  $38.34  per  month.  Now, 
we  feel  that  no  man  could  buy  a  house  and  stand  for  more  than  20 
per  cent  of  his  income — I  think  that  is  an  acknowledged  fact — for 
housing.  A  man  would  have  to  make,  on  that  basis,  $2,300  a  year. 
Now,  under  the  present  cost  of  building  that  same  houvse,  it  would 
cost,  approximately,  $4,000  to  build  it — perliaps  a  little  more. 

The  Chairman.  That  is  about  double  its  former  cost? 

Mr.  Merriken.  Yes ;  and  I  am  verv  conservative  in  that  figure. 

The  Chairman.  I  think  you  are.  'To-day  a  building  of  that  char- 
acter in  New  York  would  cost  125  per  cent,  at  least,  more  than  pre- 
war prices. 

Mr.  Merriken.  Well,  I  am  conservative  in  my  figures.  The  lot 
would  cost  $450 — ^the  same  price  for  the  4ot — and  that  would  be 
$4,450-  That  house  would  probably  be  sold  for  $5,250  on  the  fee  basis. 
Deducting  the  ground  rent  of  $1,250  would  leave  $4,000  to  be  financed, 
and  if  the  pur^cnaser  paid  25  per  cent  cash,  or  $1,000,  it  would  leave 
$3,000  to  be  taken  care  of  in  the  building  association.  Now,  the  cost 
of  carrving  that  little  house,  altogether,  with  the  building  associa- 
tion's clues  per  year  would  amount  to  $808.70,  or  $67.30  a  month. 
Therefore,  the  same  man  would  have  to  be  earning  on  the  accepted 
rule  of  20  per  cent,  $4,650  per  year  instead  of  $2,300  in  order  to  carry 
that  same  identical  house.  Now,  that  is  taken  care  of  in  many  in- 
stances in  this  way :  The  builder  has  to  lock  up  part,  if  not  all,  of  his 
profits  in  what  we  call  a  second  mortgage  or  hypothecation.  In  other 
words,  if  the  building  association  would  loan  the  full  amount  of 
money  that  the  purchaser  needed — it  frequently  happens  that  they  do 
that,  with  a  builder  underwriting  or  guaranteeing:  a  certain  propor- 
tion of  it,  so  that  that  takes  away  the  main  incentive  at  this  time  for 
building  houses  in  large  numbers.  In  other  words,  the  ordinary' 
builder  has  not  the  capital  to  pledge  himself  out  over  great  enterprises 
like  thev  used  to  do  in  days  gone  by. 

The  Chairman.  It  means  just  this,  that  building  and  loan  associa- 
tions are  prevented  from  lending  on  more  than  half  of  the  mmiberof 
houses  they  f ormerW  did  with  the  same  amount  of  capital  to  invest  ? 

Mr.  Merriken.  That  is  right. 

The  Chairman.  And  it  requires  the  builder  to  invest  twice  as  much 
money  in  each  building  that  he  contracts  for? 

Mr.  MuiRiKEx.  That  is  right. 

The  Chairman.  And  it  contracts  the  whole  proposition  one-half  ? 
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Mr.  Merriken.  Absolutely.  We  feel  that  if  some  relief  could  be 
iriven  us  through  the  reserve  bank,  with  any  sort  of  loan  made  a  pref- 
erence, and  the  loans  discounted  as  they  were  formerly,  it  would  re- 
lieve the  situation  very  much  locally  here.  I  do  not  know  how  that 
could  be  done,  sir,  but  that  is  the  viewpoint  of  the  active  men  in  the 
business. 

The  Chairman.  Now,  I  asked  you  a  moment  ago  if  the  savings 
banks  loaned  much  money  on  houses  here — buildings — and  you  said 
they  were  only  permitted  to  do  so  where  the  fee  went  with  the  house. 

Xir.  Merrikjsn.  That  is  right. 

The  Chairman.  Now,  do  they  loan  much  on  property  of  that  char- 
acter? 

Mr.  Mkrkiken.  The  rule  of  the  savings  bank  is  not  to  loan  more 
thiin  00  per  cent,  and  CO  per  cent  will  not  see  the  man  through. 
Building  associations  can  afford  to  loan  as  much  as  80  per  cent  for 
tliM  reason  that  thev  are  in  intimate  touch  with  the  borrower  each 
^»*ek. 

The  Chairman.  In  New  York  City  I  find  that  the  larger  part  of 
niir  loans  come  from  the  insurance  companies  and  savings  banks. 
1  lit»  money  is  usually  loaned  through  bond  and  mortgage  companies, 
•jrnl  then  they  dispose  of  those  mortgages  to  banks  and  insurance 

•  '•nipanies  and  individuals.  Our  problem  there  is  that  the  individual 
ieiiiler  who  formerly  took  about  half  of  the  mortgages,  is  out  of  the 
ihortgs^ge  market. 

Mr.  Merriken.  That  is  right. 

i'lie  Chairman.  Because  with  the  tax  of  the  income  upon  his  mort- 
ii'Miw  he  gets  a  very  small  return,  and  he  is  putting  his  money  now 
ii.to  tax-exempt  securities. 

Mv.  Mi:rriken.  That  is  the  experience  here,  too. 

Vhf  Chairman.  And  the  savings  banks  and  insurance  companies, 
tvir  income  on  mortgages  being  exempt  from  taxation,  they  are 
r»allv  the  onlv  lenders. 

Mr.  Mkrriken.  Yes. 

The  Chairman.  We  have  not  the  building  and  loan  system  de- 

•  ♦•l"|M*d  to  the  extent  that  you  have  here.  The  savings  banks  here 
"  :>  very  little  part  because  practically  all  your  houses  are  built, 

•  M.  ••r  rented  through  the  ground-rent  plan. 
^f^.  Merriken.  That  is  right. 

I'tie  Ch air:man.  There  has  l)een  some  suggestion  in  other  i)arts  of 
'  '  •••Hiiitrv  that  leiKlers  to-dav  are  charging  a  verv  substantial  bonus 
'  »r  loans.    Is  there  any  complaint  of  that  character  here  i 

Mr.  Merriken.  No;  the  savings  banks  and  building  association, 
•"     h  are  the  normal  methods  of  financing  tliese  enterpiiscs,  chnrge 

•  •-•nu>  :il  all.     There  are  some  bonuses  cluirged,  of  course,  in  a 

•  .'iinir  propo«sition.     If,  for  instance,  a  man  wants  to  buil.l  m  lot 

• '"  I  '11-*'^,  and  he  has  a  trust  company  advanee  liiin  U|)  to  tlie  point  of 
'  *!'I»letion,  in  order  to  relinanee  hiniMdf.  then  he  may  liave  to  pay 

:  .rti«»  Im»!iiis,  ^eeatise  that  involves  perscHial  service  on  tlie  part  of 

*-*  ••  trust  rf»mpany  to  ^ee  that  the  work  is  completed  pi-oj)eT!y. 
» i  f  <  HMKMAN.  What  i)ercentaL^e  of  a  bonus  is  cUarL'"ed^ 
Mr.  MiiRRiKEK.  It  varies  from  2\  to  5  per  cent.    Tliat  is  f(U-  short- 

'*rtu  building  loans.    That  is  the  only  class  of  loan*^  tliat  I  know 
.'  ••iter*'  a  Inmus  is  charired. 
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1  he  Chairman.  At  the  rate  of  5  per  cent,  or  a  6  per  cent  bonus? 

\lr,  Mkrrikkn.  Five  per  cent  bonus. 

Iho  C  UAiRMAN.  I  heard  of  a  case  in  New  York  recently — it  was 
:i  ruimuoivial  enterprise — where  a  man  borrowed  a  million  dollars 
iiihl  only  irot  5<9(M),()00  on  a  permanent  mortgage.  I  heard  of  another 
» :i>o  wiuiv  a  savings  bank  loaned  $100,000  and  required  the  borrower 
lu  vaKv  all  of  the  money  in  Liberty  notes,  which  are  selling  at  $i>5, 
i>.i\  uij;  Si:^(HK)  bonus. 

Son.iior  Kknyon.  But  thev  could  not  do  that  in  Baltimore? 

Ml.  Mi:krikkn.  Oh,  no.  We  hjive  nothing  of  that  kind  to  com- 
l>!u<u  of  ut  all. 

^i'uaior  Kknyon.  How  about  your  losses  in  building  and  loan 
1...01  laiions?     Do  vou  have  any  losses? 

Ml.  Mkurikkn.  We  do  not  have  any  losses  at  all.  On  the  con- 
n.uN,  .IS  I  read  you  from  that  slip,  we  have  a  surplus  here  of  over 

>K  uuior  Kknyon.  In  the  old  days  of  building  and  loan  associations 
m  ilu'  NN'cst  they  had  different  schemes  of  commissions  and  matters 
oi  I  lull  kind  that  ran  the  interest  rates  very  high. 

Ml.  Mkkriken.  Yes. 

s<  nati>r  Kenyon.  But  vou  do  not  have  that  here? 

Mr.  Mkrriken.  No;  we  have  some  sort  of  State  supervision  over 
om  l>uihling  associations.  It  is  a  limited  form  of  supervision,  but 
I'icN  juv  run  along  systematic  lines,  and  I  do  not  know  of  any.build- 
MM..  Hssoriation  in  the  last  30  years  in  my  personal  experience  where 
»4  lo-^s  luis  been  made.  They  may  make  a  little  loss  now  and  then, 
l»'ii  tlu'v  have  a  surplus  sufficient  to  carry  the  loss,  and^their  deposi- 
U»t**  are  always  protected. 

Souator  Kenyon.  Is  there  anything  further? 

Mr,  Meuriken.  I  would  like  to  discuss  somewhat  this  question  of 
(ho  api)()intment  of  a  housing  bureau;  I  would  like  to  tell  you  of  my 
\  \|>orieiice  with  the  Government's  proposition  at  Dundalk.  The 
^«ovoriunent  took  over  the  Bethlehem  Steel  Co.'s  plant  at  Sparrows 
Toint.  There  was  an  absolute  need  there  for  housing,  and  the  Beth- 
loUrm  Steel  Co.,  through  one  of  its  subsidiary  corporations,  had  the 
hind,  and  proposed,  if  ordinary  conditions  prevailed,  to  improve 
(his  hind  with  a  large  city;  and  when  the  Government  took  over  this 
I  imposition,  because  the  project  fell  down,  the  Government  under- 
took to  build  those  houses.  They  built  two  batches  of  houses;  one 
iMUisisted  of,  1  think,  596  houses,  the  other  of  approximately  300 
Imnsi's,  The  300-house  scheme  was  an  ordinary  cheap  house  oi  only 
fonr  rooms,  not  heated,  and  without  any  conveniences.  The  590 
honsrs  or  600  houses  that  were  built  in  the  same  vicinity  were  of  a 
\ory  much  higher  type,  and  it  was  reported  to  me  that  the  average 
cost  of  those  houses  was  $6,500. 

Now,  after  they  were  built  the  Government  decided  to  sell  them, 
and  I  happened  to  be  one  of  a  committee  appointed  or  selected  by 
the  housing  commission  to  appraise  that  property  and  to  advise  the 
Government  as  to  what  they  should  do  with  reference  to  the  sale  of 
the  property.  We  went  into  the  matter  verj'  thoroughly,  and  we 
found  it  was  impossible  for  the  Government  to  sell  that  property  at 
anything  like  its  original  cost :  and  I  have  a  copy  of  my  report  here 
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in  which — well,  I  might  say  this,  in  order  to  put  ourselves  in  a 
proper  relation  with  the  project  at  Dundalk — we  had  a  survey  made 
of  the  earnings  of  the  employees  at  Sparrows  Point  or  at  the  Beth- 
leliem  Steel  Co.  There  were  something  like  12,400  employees  there, 
and  we  found  that  it  was  absolutely  impossible  for  the  employees 
in  those  particular  plants,  because  of  their  earning  capacity,  to  ab- 
sorb those  houses,  and  they  were  finally  sold.  They  were  sold  in  this 
fa^hion:  They  were  sold  for  10  per  cent  cash  and  1  per  cent  per 
month  by  the  Government  itselr — housing  commission — and  they 
were  sold  at  very  much  lower  figures  than  their  actual  cost.  I  simply 
make  that  statement  in  support  of  my  theory  or  idea  that  it  is  unwise 
at  this  time  to  undertake  to  build  nouses  by  a  commission  or  any 
kmd  of  public  body  in  Baltimore  city;  and  1  agree  with  Mr.  Smith 
and  with  Mr.  Goldsnorough  that  if  you  will  just  open  up  the  avenues  of 
communication  and  give  us  access  to  the  money  through  this  Federal 
reserve  bank — that  is  the  thing  that  occurs  to  me  at  this  time — we  can 
take  care  of  our  housing  situation  without  any  difficulty  at  all. 

The  Chairman.  Do  you  believe  that  if  money  here  were  available 
that  people  here  would  proceed  to  solve  the  problem  themselves? 

Mr.  iiERRiKEN.  I  do. 

The  Chairman.  Despite  the  high  prices  of  labor  and  materials? 

Mr.  Merrikex.  I  think  so. 

The  CiiAiRMAX.  Have  you  heard  any  complaints  about  a  lack  of 
transi>ortation  in  bringing  building  materials  to  the  market? 

Mr.  Merrikex.  That  is  a  very  general  complaint;  but  I  do  not 
know  enough  about  the  details  of  it  to  be  able  to  advise  tlie  commit- 
t****  on  it  specifically. 

The  (^iiAiRMAX.  Is  there  anything  else  that  you  care  to  say  to  the 
'onimittee? 

Mr.  Merrikex.  I  do  not  think  so,  sir.  However,  I  would  like  to 
mv  this  to  the  committee,  that  I  cut  out  of  a  paper  last  night  a  report 
•n  the  housing  at  St.  Louis.  It  is  very  interesting.  I  do  not  know 
V  hether  you  have  seen  it,  but  I  will  leave  it  with  you  |  handing 
;.ijier  to  the  chairman]. 

The  Chairmax.  Thank  you  very  much. 

Mr.  Merrikex.  That  is  a  proposition  where  the  city  itself  imder- 
tM..k  to  build  houses,  and  they  had  the  same  experience  as  the  Gov- 
•  rnrnent  had  at  Dundalk. 

>^nator  Kenyox.  Is  that  a  report  by  the  city  or  to  the  city? 

The  Chairmax.  It  is  appai'ently  a  letter  from  a  gentleman  who 
!.*"•  made  some  study  of  it.    It  is  not  an  official  comnmnication. 

Mr.  )fKRRiKEX.  Tnat  is  right. 

Th»»  (^iiAiRMAX.  I  wish  you  would  address  a  c(minnmi<'alion  to 
■^<»<finimittee  at  29  West  Thirty-ninth  Street,  New  York  Citv,  show- 
r.'j  ♦•xartly  how  much  is  owing  to  the  banks  by  the  building  and  loan 
i-<»riatinns  at  this  time. 

Mr.  Merrikex.  I  will  do  that. 

Th«f  (*HAiR3iAX.  Thank  you.  Xow,  tlie  committee  would  like  to 
ti^AT  frrmi  one  or  two  of  Baltimore's  builders  at  this  time.  It  has 
^•-^^  «iiggeste<l  that  we  liear  from  Mr.  Novak  and  Mr.  (lallagher. 
TliP  committee  will  hear  Mr.  Novak  first. 
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The  Chairman.  What  Ls  your  occupation,  Mr.  Novak? 

Mr.  XovAK.  Builder  and  real  estate  operator. 

The  Chairman.  You  are  engaged  in  the  construction  of  buildings 
in  the  citv  of  Baltimore,  are  you  ? 

Mr.  Novak.  Yes,  sir;  two-story  houses  only. 

The  Chairman.  Dwelling  houses? 

Mr.  Novak.  Yes,  sir. 

The  Chairman.  What  character  of  buildings  do  you  construct 
generally  ? 

Mr.  Novak.  One-family  houses. 

The  Chairman.  And  how  many  buildings  of  that  character  have 
you  built  in  Baltimore  ? 

Mr.  Novak.  In  the  last  20  years  I  have  ])uilt  over  4,000  of  tlieni. 

The  Chairman.  And  these  houses,  Mr.  Novak,  vou  have  built  for 
tlie  market,  as  it  were? 

Mr.  Novak.  Yes,  sir ;  I  have  sold  them. 

The  Chairman,  ^'ou  have  built  them  and  sold  them  to  people  who 
have  lived  in  them  themselves  ? 

Mr.  Novak.  Principally. 

The  Chairman.  In  nearly  every  ca.se  have  you  sold  to  people  who 
meant  to  occupy  them  themselves  ? 

Mr.  Novak.  Ves. 

The  Chairman.  The  committee  will  be  glad  to  have  you  make  any 
statement  on  this  subject  which  you  think  would  be  of  interest  to 
the  committee  ? 

Mr.  Novak.  In  what  w\'iy  ?    In  the  way  of  construction  or  the  cost? 

The  Chairman.  Well,  first  tell  us  how  these  buildings  that  you 
have  constructed  have  been  financed. 

Mr.  Novak.  Mostly,  after  we  erect  them,  of  course,  we  finance  them 
to  the  time  of  completion,  and  we  sell  them  to  the  purchaser.  In 
former  years,  in  1914  and  1913,  a  house — an  average  house — wjuld 
cost  about  $l,()r)0,  and  we  would  get  about  $150  cash,  and  we  would 
get  the  balan(*e  from  a  building  association;  90  per  cent  of  the  houses 
sold  in  Baltimore  were  financed  in  that  way.  The  building  asso- 
ciation woukl  grant  alxnit  $1,200  on  that  house,  anil  we  would  stimd 
responsible  for  that  $1,200,  and  the  purchaser  would  pay  it. 

'!  lic  CirviiniAN.  And  tlie  purrhaser  would  pay  how  much? 

Mr.  Novak.  Would  \v,\y  weekly  about  $0.50,  including  all  expenses. 

T'>c  ^jiAiUMAN.  I)i(l  tiio  $0.50  include  all  expenses? 

Mr.  Novak,  ^'cs:  everything. 

Tli(»  Ch.\mj:man.  That  was  i)ai(l  into  the  building  and  loan  associa- 
ti^nr 

Mr.  Novak.  Weekly:  ye*^. 

The  ('ir/vH MAN.  And  you  usually  had  a  second  mortgage  on  that? 
V.v.  Nov.K.  No;  I  do  not  operate  that  way.  Some  builders  do,  but 
I  do  not.  I  would  ju^t  leave  on  de])osit  in  the  buildinsr  and  loan 
as-  .cli'tion  tlio  difference  between  what  they  granted  and  what  they 
would  ii'hi-  tho  ])coi)li\  and  then  the  building  anrl  loan  association 
wouM  [)v\  ]]]r  bark.  In  other  words,  the  whole  pavnient  would  go 
to  the  building  and  loan  nssociation,  and  I  would  collect  afterwards. 
The  Chairman.  Would  this  $0.50  cover  interest  on  the  amount  you 
had  issued? 
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Mr.  Xf)VAK.  Yes ;  everything-. 

The  Chairman.  And  you  had  arrangements  with  the  building  and 
loan  asisiK'iation  to  take  care  of  that? 

Mr.  XovAK.  Yes;  a  separate  writing  to  that  effect. 

The  Chairman.  What  interest  woukl  the  purchaser  pay  on  the 
total  ioan^ 

Mr.  XovAK.  Six  per  cent. 

The  CiiAnniAN.  The  law  prevents  his  paying  more  than  that? 

Mr.  XovAK.  Yes. 

The  Chairman.  And  that  was  the  method  that  you  pursued  up  to 
along  in  the  beginning  of  the  war? 

Mr.  XiiVAK.  les:  even  up  to  1918.  Of  course,  the  price  of  houses 
Wfiit  up,  and  they  had  to  be  advanced  a  little  then.  People  had  to 
j>av  more  cash,  but  it  was  done  on  the  same  lines. 

The  CiLviRMAX.  And  what  has  been  the  method  since  1918? 

Mr.  XovAK.  Since  1918  the  cost  of  a  $1,650  house  has  mounted  to 
MjtiK)  to-dav.  That  is  what  that  house  would  cost  to-day — about  180 
{)er  cent  increase. 

The  Chairman.  About  180  per  cent  increase? 

Mr.  XiivAK.  Yes;  I  have  all  the  figures  here  showing  that. 

The  Chairman.  That  is  vour  estimate  of  the  increase  in  cost  over 
VJlAl 

Mr.  Xovak.  Yes. 

The  Chairman.  About  180  per  cent? 

Mr.  XovAK.  Yes,  sir.  The  bricklayers,  plasterers,  and  electrical 
workers  are  getting  100  per  cent  increase,  and  material  has  increased 
nn»re  than  that. 

The  (*HAiRMAN.  What  are  the  wages  being  paid  to-day  in  the  city 
<•'  Baltimore  to  those  different  trades? 

Mr.  Xovak,  The  bricklayers  in  our  work  are  getting  $10  a  day. 

Hie  Chairman.  Is  that  the  union  rate?     ' 

Mr.  XovAK.  Yes:  the  union  rates;  but  the  unions  are  even  getting 
Hiore  than  that.    They  are  getting  $1.25  an  hour,  some  of  the  men. 

The  Chairman.  Because  of  the  great  demand  for  labor? 

Mr.  Novak.  Yes;  and  they  are  being  bid  for.  But  we  are  only 
I   vinir  $10  for  bricklayers. 

DicChairmkn.  And  plasterers? 

Mr.  XfiVAK.  $1  an  hour;  §8  a  day. 

The  Chairman.  (Jo  ahmg  and  give  us  the  others. 

Mr.  Novak.  The  carpenters  are  getting  $1  an  hour — from  50  cents 
*'»  >1 ;  Ialx>rers  are  getting  20  cents  to  50  cents;  and  electrical  work- 
er- itv  getting  from  50  cents  to  $1  an  hour.  That  is  all  the  me- 
•  •  jni's  I  have  here.  But  the  material  has  gone  up  a  great  deal. 
I'Tirks.  for  instance,  have  gone  up  270  per  cent. 

1  h«»  Chairjian.  What  is  the  price  of  bricks  to-day? 

Mr.  Novak.  About  $24. 

lh«'  Chairman.  Is  that  delivered  on  the  job? 

Mr.  Novak.    Yes. 

Ihf  (*hairman.  What  was  it  in  the  perio<l  around  1914? 

Mr.  Nov \k.  ?^;.5().  Lumber  has  increased  from  $10.50  to  $50.  That 
.  rMj^li  hHnU*r. 

Thi«  Chairman,  What  character  of  lumber? 

Mr.  N»>\  vK.  Framing  and  rough  lumber. 
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The  Chairman.  Short  leaf,  second  growth  yellow  pine? 

Mr.  Novak.  Yes.  That  has  increased  200  per  cent.  The  increase 
in  cement  up  to  the  first  of  last  month  was  from  $1.60  to  $4  a  barrel, 
in  carload  lots,  making  150  per  cent.  The  increase  in  sand  was  from 
75  cents  a  yard  to  $2.50  a  yard — an  increase  of  210  per  cent ;  the  in- 
crease in  hardware  was  about  150  per  cent ;  paint  and  glass.  100  per 
cent ;  millwork  and  flooring,  trun,  doors,  etc.,  have  advancea  300  i>er 
cent,  and  the  cost  of  grading  has  increased  200  per  cent. 

The  Chairman.  That  is  flie  cost  of  grading? 

Mr.  Novak.  Yes. 

The  Chairman.  That  is,  the  excavating? 

Mr.  Novak.  Yes.  And  cement  work — that  is,  the  mechanic  doing 
it — 200  per  cent.  The  net  increase  for  1914  to  1920  is  180  per  cent, 
as  I  said  before ;  and  in  addition  to  that,  we  have  our  financial  troubles. 

The  Chairman.  Have  you  observed  any  evidence  of  a  combination 
on  the  part  of  material  men  to  bolt  up  prices  abnonnally  ? 

Mr.  Novak.  Onlv  with  lumber.  I  can  not  sav  about  other  mate- 
rials,  but  with  lumber  thoy  have  been  doing  it  all  last  winter.  They 
are  not  doing  it  now.  During  last  winter  they  would  offer  you,  for 
instance,  a  carload  of  flooring  at,  sa}',  $90,  and  they  would  sav,  '•  we 
will  wire  that  to  our  firm,  and  if  they  accept  it  we  will  let  you  fenow," 
and  then  they  would  ask  somebody  else  $05,  and  if  they  would  pay 
it,  vou  did  not  get  it. 

I'he  Chairman.  You  say  you  have  seen  no  evidence  of  any  combi- 
nation except  as  to  lumber? 

Mr.  XovAK.  Yes. 

The  Chairman.  Have  you  made  inquiry  to  ascertain  if  there  was 
anv  combination? 

Mr.  XovAK.  Xo,  sir. 

The  Chair3ian.  Has  any  inquiry  been  made  by  anyone  in  Balti- 
more— bv  the  district  attornev,  or  bv  the  local  authorities? 

Mr.  XovAK.  Xot  to  my  knowledge. 

The  Chairman.  And  you  say  you  pay  $24  a  thousand  for  rough 
brick  ? 

Mr.  XovAK.  That  is  the  brick  used  in  the  construction  of  a  two-story 
house — all  the  brick. 

Tlie  Chairman.  All  the  brick? 

Mr.  X'ovak.  Taking  it  on  an  average ;  yes. 

The  Chairman.  The  price  charged  for  brick  under  the  old  condi- 
tions was  about  $7? 

Mr.  Xovak.  $6.50  to  $7;  yes. 

The  Chairman.  And  is  not  that  a  very  great  increase  ? 

Mr.  Novak.  Oh,  yes.  The  increase  is  in  the  labor.  Eight}'  per  cent 
of  the  house  is  labor. 

The  Chairman.  Is  80  per  cent  of  the  cost  of  manufacturing  brick, 
labor  I 

Mr.  Novak.  More  than  that,  I  believe. 

The  Chairman.  You  are  not  interested  in  manufacturing  brick  ? 

Mr.  Novak.  I  am  a  stockholder  in  the  Baltimore  BricJc  Co. 

The  CiiAHiMAN.  And  you  say  the  price  of  cement  has  increased? 

Mr.  XovAK.  Yes ;  up  to  the  1st  of  the  month  we  were  paying  around 
$4  in  cars.    I  do  not  know  what  it  is  to-day. 

The  Chairman.  Have  you  observed  a  slackening  in  prices  lately  on 
building  materials  to  the  builder  here? 


•   i  I 
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Mr.  XovAK.  Well,  yes;  in  lumber. 

Th^  Chairman.  Lumber  has  dropped  about  20  per  cent? 

Mr.  XovAK.  I  would  say  30  per  cent  in  finished  lumber;  not  in  the 
iMiirh  lumber. 

The  Chair3ian.  But  in  other  lines  of  building  material  there  has 
1 H  pn  no  change  ? 

Mr.  XovAK.  No ;  there  have  been  advances. 

The  Chairman.  A  stiffening  of  the  price? 

Mr.  Novak.  Yes;  the  advance  since  April  1, 1  would  say,  to  August 
I  iias  been  15  per  cent. 

The  Chairman.  This  committee  has  authority  under  the  resolu- 
tn.ii  authorizing  its  existence  to  subpccna  the  books  of  corporations 
arnl  to  examine  them,  and  to  inquire  whether  or  not  there  has  been 
.'iiv  profiteering  in  building  materials. 

Nir.  Novak.  I  do  not  believe  the  people  I  am  dealing  with  are 
•i"in<r  it. 

The  Chairman.  A  mile  from  the  water,  we  are  paying  to-day  in 
N»Mv  York,  $30  a  thousand  for  brick. 

Mr.  Novak.  I  think  there  are  only  two  cities  that  are  paying  IcvSS 
t  Mil  Baltimore  for  brick. 

1  hr  Chairman.  And.  besides,  our  brick  is  brought  a  hundred  miles 

\\n  tlie  Hudson  River.     In  your  building  operations  you  use  the 

•  .'I'liiiir  and  loan  associations  to  finance  them,  do  you? 

Mr.   XovAK.  Yes:   00  per  cent  of  the   houses   in  Baltimore   are 

•  •  :ii  **(!  in  that  way.    \^  e  create  a  ground  rent  on  them  first,  and 
^'   T!  irei  a  loan  from  the  building  and  loan  association. 

llie  Chair3ian.  What^  in  your  judgment,  is  the  principal  reason 

:  r  the  pre->ent  housing  shortage  in  Baltimore  i 
.Mr.  Novak.  Of  course,  one  reason  is  that  tlie  cost  of  material  and 
'^»r  is  so  high,  and  another  reason  is  that  the  builders  in  Baltimore, 

1  tiii'l.  have  a  tendency  to  build  a  higher-priced  house  than  they  have 
*  u  used  to  building.  We  used  to  build  a  house  with  six  rooms  and 
til.  14  feet  front:  but  now  most  of  them  are  building  houses  20 

•  ^t  fn»nt  or  wider,  because  the  same  amount  of  brick  is  used  in  a  14- 
•'  ♦•►(  ho\i>e  as  is  used  in  a  20-foot  house,  and  lumber  and  the  diiTerent 
•"  •  r  materials,  the  difference  is  not  much,  and  then  they  can  demand 
1  -arirer  price  for  a  20-foot  house.  It  does  not  pay  to  erect  a  14-foot 
:■  *^\ 

lie  Chairman.  That  is  purely  a  business  proposition? 

Mr.  XovAK.  Yes. 

li.e  Chairman.  An  effort  to  get  everything,  as  it  were,  when  the 

-^  U  finished? 
^!r.  Xo\AK.  Yes.     I  am  trying  now  on  a  certain  operation  to  go 
'"  <  and  build  the  little  14-foot  front  house  we  have  been  us(m1  to 

ung.  and  that  house  I  used  to  sell  for  $1,650,  and  I  am  selling  it 
"  for  $4,:i*'iO:  and  my  profits — I  do  not  know  what  they  will  he, 

•  '»*^  I  have  not  finished  with  the  job  vet,  but  I  know  they  will  not 
•■  fy  roe  in  going  ahead  with  that  kind  of  work. 

!..♦•  Chairman.  You,  of  course,  have  had  a  very  large  experience 

•  '  iildinir  these  homes  for  the  people  in  this  city? 
Mr.  XovAK.  Yes, 

I  •.<*  Chairman.  Of  coui*se,  you  understand,  as  I  do,  and  other 
.    '  •'in«n  in  the  profession,  that  when  yoii  build  a  Iioum'  to-day  you 
•'    iimpeting  with  every  exi.Mting  house? 
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Mr.  Novak.  Yes. 

The  Chairman.  And  it  is  entirely  different  from  a  man  who  manu- 
factures shoes  or  clothing? 

Mr.  XovAK.  Yes. 

The  Chairman.  Or  even  the  farmer  who  produces  things  that  are 
consumed  every  day  ? 

Mr.  Novak.  Yes. 

The  Chairman.  That  is  to  say,  the  things  that  were  manufactureil 
last  year  have  been  disposed  of  and  are  no  longer  in  existence. 

Mr.  Novak.  Yes. 

The  Chairman.  While  the  builder  has  to  build  houses  to  compete 
with  every  house  that  was  ever  built. 

Mr.  Novak.  Yes. 

The  Chairman.  And  houses  that  were  built  five  years  ago  for  180 
per  cent  less  than  they  are  to-day,  as  you  have  indicated. 

Mr.  Novak.  Yes.  x 

The  Chairman.  But  you  think,  in  spite  of  all  that,  that  there  is  a 
real  demand  for  houses  here^  and  that  the  people  would  build  them 
in  some  sort  of  way  under  fair  conditions  ? 

Mr.  Novak.  I  believe  they  would,  if  they  could  be  financed. 

The  Chairman.  So  that,  in  your  judgment,  is  the  principal  reason 
for  the  housing  shortage? 

Mr.  Novak.  Yes. 

The  Chairman.  Have  you  had  any  difficulty  in  obtaining  material 
through  lack  of  transportation  ? 

Mr.  Novak.  Not  seriously.  I  have  ordered  my  material  way  ahead, 
and  I  have  lumber  and  other  material  on  hand  to  build  quite  a  number 
of  houses,  but  I  am  not  building  them.  I  am  just  finishing  the 
houses  that  I  started  in  the  spring. 

The  Chairman.  And  will  vou  be  able  to  find  a  market  for  those 
that  you  are  finishing  up  now^ 

Mr.  Novak.  I  believe  so.  I  have  not  completed  any,  but  we  have 
sold  quite  a  number  of  what  we  have  going  up. 

The  Chairman.  And  you  are  getting  an  increased  price? 

Mr.  Novak.  Yes. 

The  Chairman.  Which  is  warranted  by  the  increased  cost  ? 

Mr.  Novak.  Yes. 

The  Chairman.  There  has  been  some  complaint  throughout  the 
country  about  lack  of  transportation  for  building  material,  a  month 
or  two  ago  when  the  coal  priority  orders  were  given, 

Mr.  Novak.  I  have  heard  a  good  deal  of  that  around  Baltimore  my- 
self, but  we  have  always  been  stocked  up  a  little  bit  ahead. 

The  Chairman.  Of  course  your  brick-manufacturing  establish- 
ments are  handy,  and  you  have  cement  handy,  and  you  have  good 
water  transportation  ? 

Mr.  Novak.  Yes.  We  have  been  getting  along,  so  far  as  material  is 
concerned,  pretty  fairly  this  year. 

The  Chairman.  Oiir  committee  went  into  the  subject  of  transporta- 
tion a  month  or  two  ago,  and  we  believe  that  we  have  helped  mate- 
rially in  that  direction;  and  we  have  also  arranged  in  some  of  tlie 
cities  for  a  better  cooperation  between  the  railroads  and  the  builders. 
Where  there  was  a  real  justifiable  complaint  over  the  shortage  of 
building  materials,  we  have  had  local  committees  get  in  touch  with 
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the  representatives  of  the  railroads  locally,  and  together  they  have 
relieved  the  situation.  You  do  not  botrow  any  money  from  savings 
lianks,  do  you  i 

Mr.  Novak.  Xo;  but  I  borrow  from  other  banks.  I  happen  to  be  a 
director  in  one  of  the  national  banks  in  Baltimore,  whose  best  cus- 
tomers are  the  building  and  loan  associations.  They  have,  I  judge,  40 
l)er  cent  of  the  building  associations'  deposits  in  that  bank.  They 
owed  the  Federal  reserve,  I  think,  in  March  about  seven  hundred  and 
some  odd  thousand  dollars.  The  bank  examiner  came  there  and  laid 
jrreat  stress  on  that,  and  warned  them  that  those  loans  must  be  cut 
•lown — that  the  loans  to  the  building  associations  by  that  bank  ought 
to  J)e  cut  down.  Now,  another  thing  I  wish  to  say  is  that  out  of  all 
of  those  houses  that  I  have  put  up,  which  is  something  over  4,000 
liouses,  I  do  not  know  of  a  single  case  in  Tvhich  the  building  and  loan 
association  has  lost  a  dollar  in  anv  one  of  those  houses. 

The  Chairman.  Nor  have  the  banks  that  have  loaned  to  the  build- 
ing and  loan  associations  lost  a  dollar? 

Mr.  Novak.  No,  sir.  Our  bank  considers  building  and  loan  associ- 
ations as  their  best  customers. 

The  Chairman.  It  would  seem  so  to  me. 

Mr.  Novak.  Because  they  have  the  deposits  of  all  the  people  back 
of  those  notes  that  they  give  to  those  banks. 

The  Chairman.  And  they  have  first  mortgages  upon  good  salable 
real  estate? 

Mr.  Novak.  Yes;  in  addition  to  the  guarantee  of  the  builder. 

The  Chairman.  Yes. 

Mr.  Miller.  I  would  like  to  ask  you  what  you  think  is  a  proper 
return  on  an  investment  in  real  estate — say,  a  house  that  costs  $4,000 ; 
liow  much  rental  should  it  pay?  Ten  per  cent  or  12  per  cent,  or 
alxiut  what  i>er  cent  to  make  it  an  attractive  and  satisfactory  invest- 
ni«^nt  for  a  business  man? 

ilr.  Novak.  After  deducting  the  expenses,  such  as  taxes,  etc.? 

Mr.  Miu.RR.  Yes;  I  mean  over  all. 

Mr.  Novak.  I  do  not  think  10  per  cent  would  be  enough. 

Mr.  MiiXER.  Then  12^  per  cent? 

Mr.  Novak.  I  think  it  should  be  more  than  that. 

Mr.  Miller.  You  think  it  should  be  more  than  that? 

.Mr.  Novak.  Yes. 

.Mr.  MiiJXR.  Do  you  think  it  should  be  as  high  as  15  per  cent? 

Mr.  Novak.  It  sliould  be  around  14  or  15  per  cent. 

Mr.  MiixER.  If  it  were  15  per  cent,  then 

Mr.  Novak  (interposing).  Understand,  sir,  I  am  not  familiar  with 
^».lt  kind  of  l>usiness,  l)ecause  I  do  not  rent  anv  houses. 

Mr.  MiijjiR.  For  a  hou.se  that  costs  $4,000  to  pay  15  per  cent,  the 
fr.tal  would  have  to  net  $000? 

Mr.  No\ak.  And  they  have  to  pay  all  the  expenses. 

.Mr.  Miu.£R.  Did  we  not  use  to  have  a  theory  that  10  per  cent  was 
'-••It  riglit,  and  that  if  a  house  cost  $4,000,  that  $4(X)  would  be  about 
«  fiir  rental  for  it? 

Mr.  Novak.  Yes:  but  since  that  time  everjthing  has  gone  up — taxes 
ir  \  everything  else. 

Th^  <'iiAiHMAX.  Have  you  heard  of  tlie  system  now  in  operation 
•.  Kn^land.  in  tlie  way  of  encouraging  building  operations? 

3r*l.V-21  -vol.  1  — U) 
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Mr.  Novak.  Not  in  detail ;  no,  sir.  I  could  not  say  that  I  have.  I 
have  read  something:  of  it. 

The  Chairman.  As  I  understand  it,  they  have  had  for  years  a  real 
housing  problem  there.  Here,  of  course,  we  have  had  plenty  of  build- 
ing material  and  labor;  we  have  had  conditions  different  from  Eng- 
land ;  but  our  information  is  that  in  England  the  Government  is  pay- 
ing builders  £70  bonus  per  room.     . 

Mr.  Novak.  A  roorii? 

The  Chairman.  Yes;  so  that  if  you  build  an  eight-room  house  in 
England,  you  would  receive  a  bonus  from  the'  Government  of  £5()0: 
and  if  the  pound  were  worth  $4.80,  which  it  used  tp  be,  that  would 
be  pretty  nearly  $3,000  in  the  way  of  an  actual  bonus  which  they 
would  give  you  in  hand. . 


Mr.  Novak.  That  would  be  a  ^reat  thing  if  they  would  do  it  here. 
The  Chairman.  Well,  frankfy,  I  believe  that  we  are  up  against  a 


such  thing,  and  I  am  not  in  sympathy  with  the  Government  lendinjr 


its  money  to  people  to  bui]d  houses,  nor  am  I  in  sympathy  with  the 
Government  goinsr  into  the  business  of  building  houses, "but  I  am 
anxious  to  encourage  men  like  you,  who  have  the  courage  to  go  ahead 
and  risk  their  money  in  the  building  of  houses,  and  I  am  anxious  and 
the  committee, is  ^n^ious  to  help  men  wiio  are  conducting  legitimate 
business  in  that  way.  Now,  I  know  that  there  is  a  great  risk  in  build- 
ing to-day,  wheii  a  man  has  to  compete  wuth  all  the  other  existing 
houses;  and  I  hayp  been  wondering  how  the  builders  would  receive 
a  proposition,  like  the  one  incorporated  in  the  shipping  bill  that  we 
passed  recently.  Have  you  examined  the  shipping  bill  that  Con- 
gress passed  recently  ? 

Mr.  Novak.  No,  sir. 

The  Chairman.  You  know  for  many  years  we  have  been  discussing 
the  building  up  of  the  merchant  marine;  and  w^e  did  spend 
$3,000,000,000  of  the  people's  mioney  in  building  ships  during  the 
war.  Now  that  the* war  is  over,  w^e  have  been  trying  recently  to  work 
out  in  Congress  how  we  would  utilize  those  vessels  under  private 
ownership;  so  Congress  has  done  a  lot  of  things  in  a  bill  recently 
passed,  and  among  other  things  is  this:  They  have  provided  that 
any  vessel  built  previous  to  1914— and  they  fixed  on  that  year  because 
a  great  many  men  had  built  ships  then  and  they  had  marked  off  so 
inuch  each  year  for  depreciation  in  the  value  of  the  ship,  and  in 
many  cases  a  ship  was  being  carried  at  25  per  cent  of  its  real  value ; 
so  we  have  provided  in  that  bill  that  anj^  shipowner  who  owned  a 
ship  built  previous  to  1914,  and  who  sold  the  ship,  would  be  exempt 
from  all  taxes  on  the  profit  on  the  sale,  provided  he  invested  all  of 
the  money  he  obtained  in  the  sale  of  that  ship  in  new-  ships ;  and  we 
also  provided,  as  an  encouragement  for  American  shipowners  to  en- 
gage in  foreign  trade  that  we  would  exempt  all  American  ship  opera- 
tors in  foreign  trade  from  all  excess-profits  taxes,  provided  they 
invested  the  profits  in  new  ships. 

Mr.  Novak.  Yes,  sir. 

The  Chairman.  I  wonder  if  it  would  be  a  stimulant  to  builders  if 
that  plan  were  adopted  with  respect  to  building? 
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Mr.  Novak.  Xo  doubt  it  would. 

The  Chairman.  If  we  exempted  from  the  excess-profits  taxes  your 
profits  on  the  building  of  houses,  provided  you  invested  your  profits 
m  other  buildin^rs? 

Mr.  Novak.  Yes:  and  that  we  are  doing.  We  simply  turn  our 
money  over  and  over  again.  I  have  to-day  tied  up  in  two-story 
houses  over  half  a  million  dollars :  that  is,  not  including  the  land.  If 
a  man  buys  a  tract  of  land,  as  I  do,  of  course,  toward  the  end  we  have 
greater  profits  than  we  do  in  the  beginning.  Two  years  ago  the 
examiner  came  and  examined  my  books,  and  he  attempted  to  make 
roe  divide  my  land  up  as  we  went  along,  so  that  they  could  collect 
the  taxes,  but  it  would  be  just  the  reverse  in  what  you  suggest. 

The  Chairman.  To-day,  if  you  go  into  a  building  operation  and 
Ios(»  money  on  it,  the  (lovernment  does  not  help  you  an}^  ? 

Mr.  Novak.  No;  and  if  we  make  any  money,  they  take  it  away 
from  us. 

The  Chairman.  But  if  the  Government  would  just  charge  you  the 
normal  income  tax  on  your  profits  and  relieve  you  from  the  excess- 
profits  tax,  provided  you  would  invest  all  your  x)rofits  in  new  houses, 
that  would  be  a  help,  would  it  not  ? 

Mr.  Novak.  Oh,  ves. 

The  Chairman,  ^he  Government  hns  established  a  precedent  for 
that  in  the  shipping  bill,  and  I  wonderod  whether  it  would  not  be  as 
important  to  supply  homes  for  the  American  people  as  it  would  to 
assist  in  the  establislmient  of  the  merchant  marine. 

Mr.  Novak.  It  would  be  a  great  thing,  I  know. 

The  Chairman.  Is  there  anj-thing  further  that  you  wish  to  say  to 
the  committee,  Mr.  Novak,  that  j^ou  think  may  be  of  help  to  us  in 
finding  a  solution  for  this  housing  problem? 

Mr.^ovAK.  No,  sir;  I  do  not  think  of  anything  else. 

The  Chairman.  We  are  very  much  obliged  to  you,  sir. 

Mr.  Novak.  Not  at  all.  Senator. 

STATEMEFF  OF  MB.  EDWABD  J.  OALLAOHEB,  BTTHDEB  AND  REAL 

ESTATE  OPEBATOB,  BALTIMOBE,  MD. 

The  Chairman,  ilr.  Gallagher,  you  are  engaged  in  the  construc- 
tion of  houses  in  the  citj'  of  Baltimore  ? 

Mr.  (rALLAGHER.  Yes,  sir;  similar  to  Mr.  Novak;  about  the  same 
line  of  business. 

The  Chairman.  And  for  how  long  a  time  have  you  been  so  en- 

Mr.  Galuigher.  About  30  years. 

The  Chairman.  And  during  that  period  of  time  I  judge  that  you 
have  constructed  several  thousand  houses? 

Mr.  Gaixagher.  Three  or  four  thousand,  sir. 

The  Chairman.  And  vour  experience  in  the  financing  of  buildin»5 
«i)^rations  in  the  past  has  been  substantially  the  same  as  that  or 
Mr  Novak? 

Mr.  (jallaghrr.  About  the  same,  pretty  much ;  the  same  principle 
entirely.    We  depend  on  the  building  and  loan  associations  entirely. 

The  Chairman.  That  is  the  method  followed  by  practically  all  of 
the  men  who  build  these  dwelling  houses  in  Baltimore,  is  it  not? 
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Mr.  Gallaghkr.  Yes,  sir;  with  the  medium  class  of  house  particu- 
larly they  depend  on  the  building  assot  iations. 

The  Chaikman.  The  great  majority  of  the  i^ople  in  Baltimore  live 
in  these  small  dwelling  houses,  do  they  not? 

Mr.  (tali^aghkr.  Yes,  sir. 

The  Chairman.  Do  you  build  many  apartment  houses  in  Balti- 
more ? 

Mr.  Gallagher.  I  do  not  build  them;  I  have  not  built  any;  and  it 
is  only  of  late,  or  within  the  last  four  or  five  years,  that  apartment 
houses  have  been  built  here — possibly  eight  years. 

The  Chairman.  In  New  York  City  and  other  cities  they  construct 
houses  for  2,  3,  4,  6,  8,  or  10  families  and  upward.  That  has  not  been 
the  practice  here  ? 

Mr.  Gallaghkr.  Not  up  until  about  eight  years  ago,  sir. 

The  Chairman.  How  are  houses  of  that  character  financed?  By 
the  building  and  loan  associations? 

Mr.  (iallagher.  No  ;  they  are  financed  by  bond  issues  principally. 

The  Chairman.  Are  they? 

Mr.  Gallagher.  Yes. 

The  Chahiman.  They  are  not  financed  by  savings  banks  or  private 
lenders  taking  the  mortgage  i 

Mr.  (iallagher.  I  do  not  think  so.  Savings  banks  do  not  tie  their 
money  up  in  that  line  of  business. 

The  Chairman.  Can  you  give  the  committee  anj'  information 
other  than  what  Mr.  Novak  has  given  us? 

Mr.  Gallagher.  I  think  he  has  been  over  the  field  verv  carefuUv 
and  very  fully.  I  can  only  add  that  it  is  difficult  for  a  builder  of 
limited  means  or  limited  capital  to  go  on  building  under  the  present 
conditions.  It  seems  that  we  have  exhausted  the  entire  capital  of  the 
building  associations,  and  a  committee  was  formed  of  builders,  in- 
cluding Mr.  Novak  and  myself  and  several  other  gentlemen,  to  inter- 
view the  presidents  of  the  savings  banks  of  Baltimore.  By  coin- 
cidence all  of  them  seemed  to  gather  at  the  Metro()olitan  Savings 
Batik,  the  corner  of  Charles  and  Saratoga  Streets,  to  debate  the  ques- 
tion of  closing  at  2  oVlock,  and  they  invited  us  to  come  there  and  go 
over  the  situation  with  them.  Our  spokesman  asked  the  bank  presi- 
dents whether  they  would  not  aid  the  building  associations  by 
financing  them  in  this  way — by  taking  their  notes  and  taking  the 
mortgages  as  security.  They  declined  to  do  that.  They  said  they 
had  not  the  means ;  that  their  securities  were  low,  and  that  they  could 
not  borrow  money  themselves  without  loss  or  sell  their  securities^  and 
that  they  had  to  have  capital  so  as  to  supply  the  necessary  withdraw- 
als when  called  upon;  and  they  would  not  entertain  the  proposition 

at  all. 

Now,  that  left  us  without  anv  resources,  because  the  banks  usually 
do  not  lend  to  builders,  the  building  business  being  a  hazardous  busi- 
ness; and,  therefore,  we  aren't  able  to  go  on  building  as  we  have  in 
the  past.  I  have  half  a  million  dollars  tied  up,  I  guess;  and  I  have 
enough  material  lying  on  my  land  around  Baltimore  to  build  close 
to  a  hundred  houses,  includin<i^  lumber,  frames,  and  other  material : 
but  when  we  attempt  to  build  a  house,  if  we  are  fortunate  enough 
to  get  a  loan  from  a  Iniilding  and  loan  association  they  demand  a 
deposit  on  the  sale  of  the  house  from  the  purchaser  of  over  a  thou- 
sand dollars,  up  to  $1,700  on  a  forty-five  hundred  dollar  house. 
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Senator  Kknton.  What  did  you  say,  Mr.  Gallagher? 

Mr.  GaLiLagheu.  I  say  that  they  demand*  a  deposit  from  a  thousand 
to  twelve  hundred  to  seventeen  hundred  dollai*s  to  carry  the  loan.  It 
-*»t*nis  that  the  Government  banking  officials  sent  over  and  examined 
a  hank  in  wliich  I  am  a  depositor — I  couhl  have  been  a  director  of  it, 
I  jriie.-.s — and  this  bank,  Mr.  Novak  has  said,  loaned  a  great  deal  of 
money  to  the  building  associations  and,  consequently,  that  demand 
ujKm  the  part  of  the  Government  for  them  to  withdraw  their  loans 
M'ems  to  demoralize  the  building  associations'  busii>ess  in  Baltimore, 
:»;ul  they  get  scared  and  shaky — there  was  no  cause  for  it — and  con- 
HMjuentiy  they  have  restrictecl  their  loans. 

1  have  been  connected  with  a  building  association  in  the  way  of 
making  loans  for  30  years  and  I  sent  them  two  loans  the  other  day, 
aiuJ  offered  to  guarantee  them,  but  they  refused  to  take  them.  I  have 
aj>plied  to  one  of  the  largest  building  associations  in  Baltimore  for 
a  nxnlerate  loan  and  undertake  to  guarantee  to  pay  off  the  amount 
It  n*quired:  that  has  been  four  or  five  weeks  ago,  and  I  suppose  it 
'mII  f>e  many  weeks  more  before  I  can  get  the  money,  if  I  can  get 
It  at  all. 

The  Chairman.  The  fact  is  that  the  builders  are  without  facilities 
f««r  financing  their  operations? 

Mr.  GALU\(iiiEK.  That  is  it;  yes. 

The  Chairman.  I  find  in  New  York  and  other  large  centers  that 
t'lv  -^avings  banks  deposits  have  increased  ami  the  buihling  loan  de- 
;»-"^its  have  increa.sed.     In  other  words,  the  workingmen  and  small 

ii^ine.-o>  man — men  of  .•-mall  business  means  in  small  undertakings — 
Lr.e  Inen  making  (luite  a  lot  of  money  for  th(»  last  vear  ov  two,  and 
J':.*y  have  deposited  those  savings  in  the  banks  antl  in  tlie  building 
uiil  loan  associations.     Does  that  condition  prevail  here? 

Mr.  (yALL.\(;HKi{.  I  am  a  director  in  and  a  vice  president  of  a  sav- 
*f  I'v  hank  here--not  a  very  large  one — and  we  find  that  our  deposits 
i.i\«"  in^reastMl  over  last  year,  and  it  is  due  to  the  cause,  I  presume, 
t'.i  y<»u  have  just  mentioned;  but  the  building  associations  in  Balti- 
ri  ..re  are  so  numerous  that  tlie  field  is  not  as  large;  and  while  the 
*i»  •«>ils  have  been  increasc<l  since,  it  is  diie  to  the  increased  payments 
t  r  lidusfs.  It  took  $7  on  the  ordinary  house  in  lJM»i  or  1014,  but 
:*  I:  krs  ^ITi  now  to  be  paid.  Conse(|uently  the  building  association 
■  '»>  not  leml  on  the  number  of  houses  that  tlu  v  fornierlv  did,  but 
■••  r  u)*'ome  is  larger  propt>rtioiiatelv. 

Ihf  Cii\iKMAX.  I  can  see  whv  it  is  advantageous  for  you  gentle- 
••   u  i«»  linunte  your  operations  through  the  building  associati<ms,  l>e- 

.-»-  under  that  method  yau  are  able  to  get  more  purchasers,  because 
•    n  I  "in  buy  property  at  about  10  per  cent  down. 

^Ir.  Gaij*.\<jhkk.  Yes. 

I '.4*  CHAn:.M\x.  While  tlie  wny  that  we  do  it  in  New  York,  1^5  to 
;»«r  niit  is  required.     Tlieretore  yaw  do  a  hn'*:v'r  volume  of  busi- 

Mr    GAiJ^\onf.ir.  We  will  stdl  a   hoime    for  s:»,.")0()  on  $>^  ground. 

'  \jbie  runs  betwien  a  thoussnid  and  fifteiu  luiiKlrel  dollars.     We 

.  <\k\  f'lsh.  n<i>silily.  an<l  v»'e  hypothecate  SI. .')<)()  or  a  thousand  in 

idiijt'  a^xM'iation.  if  ne^^•.'^^^;lrv.  jnni  we  are  ai»le  to  <ret  the  inoiiev 

rfie  man  wants  on  the  h<iu^e.     lie  pays  it  <dl'  weekly,  and  ns  he 

'^  tl'e  inl«»resr  tm  each  Slod  it  ecMses.     1  hey  oidy  cluirge  r>  per 

r  t—thal  is,  they  have  in  the  p.'st.  but  the  demand  is  so  great  now 
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for  building  associations  that  they  are  charging  a  bonus.  Tn  other 
words,  if  a  man  wants  $4,000,  they  make  the  individual  borrower  put 
up  $40  as  an  initiation  fee.  It  used  to  be  a  quarter  a  share.  Now  it 
is  a  dollar  and  a  quarter.  ^ 

Senator  Kenyox.  Does  one  have  to  become  a  member  in  order  to 
get  a  loan? 

Mr.  Gallagher.  Yes;  they  charge  you  a  dollar  and  a  quarter  now 
on  each  share  that  you  borrow  upon.  If  you  borrow  $4,000,  it  will 
cost  you  $40  above  what  it  did  in  the  early  part  of  this  year. 

Senator  Kenyox.  What  interest  do  they  charge  ? 

Mr.  Galiaoher.  Six  per  cent. 

Senator  Kenyox.  Then  you  do  not  get  money  from  the  building 
and  loan  associations  at  6  per  cent,  do  you? 

Mr.  Gallagher.  No. 

Senator  Kexyox.  And  now  you  are  paying  this  premium? 

Mr.  Gallagher.  Yes. 

Senator  Kexyox.  Suppose  you  were  getting  a  thousand-dollar 
loan  from  a  building  and  loan  association,  what  would  you  pay! 

Mr.  Gallagher.  We  are  supposed  to  finance  the  proposition  for 
the  buyer 

Senator  Kexyox.  You  would  have  to  join  the  association? 

Mr.  Gallagher.  Yes;  we  take  the  name  of  borrower — send  a  let- 
ter to  the  building  association  notifying  them  that  the  borrower  or 
buyer  requires  a  thousand  dollars.  He  pays  a  quarter  for  the  book 
when  the  transfer  takes  place,  and  he  pays  50  cents — ^now  a  dollar — 
for  the  man  who  investigates  the  property. 

Senator  Kexyox.  A  dollar  for  what? 

Mr.  Gallagher.  That  is  for  the  directors;  that  is  the  salary  they 
get. 

Senator  Kexyox.  Is  that  a  dollar  a  thousand  ? 

Mr.  Gallagher.  No  ;  a  dollar  a  man.  There  are  three  on  the  com- 
mittee, usually. 

Senator  Kexyox.  And  that  is  to  pay  them  ? 

Mr.  Gallagher.  Yes;  and  the  president  of  the  building  associa- 
tion gets  $2  for  acknowledging  the  mortgage  and  his  time  that  is 
given  to  it :  and  it  was  a  quarter  a  share,  or  $2.50  on  a  thousand,  to 
become  a  member. 

The  Chairmax.  Is  there  anything  else  that  you  would  like  to  say 
to  the  committee  or  that  vou  think  would  be  of  help  to  the  committee, 
Mr.  Gallaglier?      ^ 

Mr.  Gaij^agher.  No;  I  think  that  is  about  as  far  as  I  can  go  in 
the  matter.  I  am  sure  that  Mr.  Novak,  like  myself,  would  be  glad  to 
see  something  done  to  help  the  situation.  I  think  if  we  had  some 
means  of  financing  building  operations  we  would  buUd  houses  with- 
out any  Government  aid,  however. 

The  Chairmax.  You  believe  that  the  people  would  go  on  and 
build  houses,  despite  the  high  prices? 

Mr.  Gallagher.  Yes. 

The  Chairmax.  And  you  would  go  right  on  if  you  could  get  the 
necessary  financing?^ 

Mr.  (iALi^\GHER.  Yes. 

The  Chairmax.  That  is  all.  Thank  you,  Mr.  Gallagher.  Now, 
is  Mr.  Chew  in  the  room? 
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STATEMEHT  OF  MB.  WILUAU  F.  CHEW,  FBESIDENT,  BTTILSEBS' 

EXCHANGE,  BALTIHOBE,  MD. 

The  Chairman.  Mr.  Chew,  vou  are  president  of  the  builders'  ex- 
(liange,  I  Ifelieve,  of  the  city  of  Baltimore? 

Mr.  Chkw.  I  am. 

The  Chairman.  And  you  are  a  builder? 

Mr.  Chew.  Yes,  sir. 

The  Ch.kirman.  Are  you  engaged  in  the  same  character  of  build- 
in*:  work  that  these  other  two  gentlemen  are  who  have  testified  here 
ihi^  morning? 

Mr.  Chew.  Not  as  a  whole.  I  do  general  building  construction. 
I  hnild  dwellings. 

The  Chairman.  That  is,  bv  contract,  for  men  who  want  structures 
I  nt  up  for  them? 

Mr.  Chew.  Yes. 

Th*»  Chairman.  And  you  also  build  for  the  market? 

Mr.  Chew.  Xo,  sir;  I  do  not  build  any  houses  for  selling.  I  do 
hi*{  do  any  work  for  myself  at  all. 

The  Chairman.  You  are  a  contract  builder,  then? 

Mr.  Chew.  Yes,  sir. 

The  CiLviRMAN.  From  your  information  on  the  subject,  are  the 
-iMtements  that  have  been  made  by  the  two  gentlemen  who  have 
I'l^eiled  you  a  fair  summary  of  the  situation? 

Mr.  Chew.  As  to  the  cost  of  dwelling  houses,  I  think  so. 

The  Chairman.  And  as  to  the  method  of  financing  building  opera- 
tions generally  in  the  city  of  Baltimore? 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  Have  vou  any  information  concerning  the 
n»'tho<ls  pursued  in  borrowing  money  from  savings  banks  for  build- 
n ::  construction  work  ? 

>fr.  Chew.  The  savings  banks  in  Baltimore  will  only  lend  money 
••n  f»*p  simple  property,  and  due  to  the  fact  that  nearly  all  of  the 
'i^^<*llinff  houses  have  ground  rent  created  on  them,  they  are  not 
a\. (liable  to  the  savings  banks  for  loan  purposes. 

Vnator  Kenton.  What  is  this  ground  rent  that  we  have  heard 

Mr.  Chew.  It  is  practicallv  a  first  mortgage.  It  is  a  system  by 
'i/«h  the  jrround  is  i)ledged  as  securitv,  and  a  99  year  rental  is 
'  ■••ir«'d.  which  is  redeemable,  under  the  laws  of  the  State  of  Mary- 
"I.  at  G  per  cent.  That  has  only  been  in  existence  10  or  15  years. 
'*^»  «iii|  have  what  we  called  irredeemable  rents,  but  that  rate  has 
'  •  i'!v  J>een  fixed  by  law;  that  if  the  rent  on  your  house  is  $90,  that 
'  r*«iH»inable  at  any  time  after  five  years  at  G  per  cent.  In  other 
"  :  !s  vi>u  ran  force  the  holder  of  that  ground  rent  to  sell  it  to 

•Ji  for  i^l..VMi;  so  it  now  becomes,  as  I  say,  practically  a  first  mort- 
.'  '••  on  the  ground  and  house. 

l^e  Chairman.  Suppose  I  nm  n  builder  who  wants  to  buv  some 

■'  I  an<l  buiM  some  Jiouses.     I  see  a  piece  of  Innd  that  strikes  me 

I-  f.ivnr;d»le  for  what  I  have  in  miiul.     1  in<|nne  concerning  that 

.l.anil  I  find  that  it  is  owne<l  by  scmielMxly.  Now,  can  I  purchase 
*    t  land  outrijrlit? 

Mr.  <'hrw.  Oh,  yes.  You  can  purchase  that  outriirht.  There  are 
'•••Tound  rent.s  on  anything  except  improvetl  [)n)perty.    There  aie 
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no  ground  rents  on  vacant  land.  The  ground  rent  is  created  onl}^ 
after  the  property  is  improved. 

The  Chairman.  Then  I  can  arraftge  with  the  owner  of  the  hiud  to 
buy  it  outright? 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  Or  to  buy  it  through  ground  rent  ? 

Mr.  Chew.  No;  you  can  not  create  a  ground  rent;  there  would 
be  no  market  for  a  ground  rent  if  that  property  were  imimproved, 
because  the  ground  rent  in  all  cases  is  in  excess  of  the  value  of  the 
ground. 

Senator  Kenyon.  Just  take  Senator  Calder's  proposition,  and  say 
that  you  build  some  houses  on  that  property.  He  has  the  fee 
title? 

Mr.  Chew.  Yes. 

Senator  Kenyon.  And* where  does  this  ground  rent  come  in? 

Mr.  Chew.  He  creates  that  ground  i*ent  by  selling  it  to  a  third 
party. 

Senator  Kenyon.  Then  it  is  just  the  same  as  a  mortgage? 

Mr.  Chew.  Yes.  In  other  words,  he  pays  $350  for  tlie  lot,  and  he 
creates  a  $1,500  rent  on  that  lot  and  the  improvements. 

Senator  Kenyon.  Now,  let  us  say  that  he  has  bought  that  property, 
and  he  has  built  a  house  on  it  and  he  sells  that  to  vou  or  to  me 

Mr.  Chew.  AVhat,  the  house  ? 

Senator  Kenyon.  The  whole  thing.    He  can  do  that,  can  he  not? 

Mr.  Chew?  Yes. 

Senator  Kenyon.  Suppose  I  am  not  able  to  buy  the  fee,  then  does 
this  ground-rent  proposition  come  in? 

Mr.  Chew.  Yes.  What  is  usually  done  in  order  to  finance  the 
proposition  is  this:  About  the  time  the  house  is  under  roof  the 
ground  rent  is  then  sold  to  some  purchaser,  and  the  rents  are  cre- 
ated according  to  the  location  of  the  property,  and  they  are  created 
on  a  basis  of  what  other  property  is  bringing  in  that  section. 

Senator  Kenyon.  Suppose  this  were  a  $3,000  house  that  was  put 
up  there  and  I  wanted  to  buy  it,  but  could  not  take  the  fee. 

Mr.  Chew.  You  would  probably  create  a  rent  of  a  thousand  dol- 
lars— that  is,  a  $60  ground  rent  on  that  house — and  sell  it  for  a 
thousand  dollars. 

Senator  Kenyon.  That  is,  sell  it  to  some  bank  or  to  some  person 
who  wants  it  as  an  investment? 

Mr.  Chew.  Yes. 

Senator  Kenyon.  Then,  that  is  the  same  as  a  mortgage? 

Mr.  Chew.  Yes;  practically  the  same  as  a  third  mortgage.  The 
value  of  the  ground,  which  was  originally  $300,  through  the  merger 
of  the  ground  and  the  house,  becomes  a  thousand  dollars. 

The  Chairman.  And  a  building  and  loan  association  comes  along 
and  puts  its  loan  on  it  subject  to  the  ground  rent  ? 

Mr.  Chew.  They  can  do  that,  but  the  savings  banks  can  not. 

The  Chairman.  Have  you  any  knowledge  of  a  building  and  loan 
association  ever  losing  anv  money  under  an  arranirement  of  that 
kind? 

Mr.  Chew.  Very  seldom,  sir.  Thev  might  lose  monev  if  thev  over- 
loaned,  but  there  is  not  a  great  deal  of  risk  to  it.  The  percentage  is 
very,  very  small. 
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The  Chairman.  You  are  engaged  in  a  different  kind  of  business 
than  that,  as  I  take  it  if 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  You  may  have  heard  me  inquire  from  Mr.  Novak 
a^  to  the  prices  for  buildin^;  materials,  and  you  may  have  heard  his 
juibwers.  He  said  that  building: — labor  and  materials  together — costs 
;il>out  IM)  per  cent  more  than  what  it  did  in  the  prewar  period.  Do 
voii  airree  with  that? 

Mr.  Chew.  Yes;  that  is  practicalU^  correct. 

The  Chairman.  And  he  recited  the  wages  paid  to  men  in  the  build- 
iiii:  trades. 

Mr.  Chew.  I  think  he  named  brickla3'ers  oidy. 

The  Chairman.  I  think  he  said  carpenters  and  plasterers  also. 
Vimr  exj)eripnce  has  been  the  same  as  his,  has  it? 

Mr.  Chew.  Practically  so,  except  that  the  scale  for  bricklayers  in 
Haltiinore  is  $10  a  day,  and  up  to  30  days  ago  they  were  getting  $11 
ami  9^12 — a  bonus  of  $1  or  $2.  I  think  that  Mr.  Xovak  and  one  or  two 
i»tlu*rs  closed  down  on  ai'count  of  that,  and  the  bricklayers  finally 
\\H»t  back  to  their  scale. 

The  Chaikman.  Has  there  been  anv  complaint  in  Baltimore  about 
I'lilldinp  labor  not  doing  a  day's  work  of  late? 

ilr.  Chew.  There  is  no  use  to  complain. 

The  Chairman.  I  mean  have  you  Jiad  any  reason  to  believe  that 
iliO  bricklayers  and  plasterers  and  the  rest  of  them  were  not  giving 
'ut  a  full  day's  work? 

Mr.  Chkw.  They  are  not  producing  as  much  as  they  did  prior  to 
tin'  war.  We  know  that.  AVe  have  to  accommodate  ourselves  to 
^••iiat  they  are  doing  to-day,  and  then  make  that  minus  for  fear  they 
^ill  do  less. 

The  Chairman.  Do  you  have  trouble,  Mr.  Chew,  in  getting  build- 
in::  lalior  i 

Mr  Chew.  No;  building  labor  has  been  fairly  easy  in  Baltimore. 
V»'»  have  not  had  very  much  trouble  on  that  score.  « 

The  Chairman.  Have  the  unions  in  their  regulations  concerning 
ai  I 'rent ices  done  anything  to  prevent  new  men  irom  coming  into  the 
'  :iMing  trades  here? 

Mr.  Chew.  Their  restrictions,  I  believe,  are  very  severe  as  to 
:•'•;  rentiers.    They  do  not  allow  very  many  apprentices,  and  in  some 

•  'i«>  n<ine. 

TIh*  Chairman.  I  have  observed  in  New  York  that  we  are  not 
LMiing  anv  young  men  in  the  carpentry  trade.  We  are  getting  young 
H'»  n  in  bricklayer  and  plumbing  trades  and  as  electricians,  but  plas- 
'•-  Ji-s  and  carpenters — I  do  not  observe  that  young  men  are  seeking 
'i  "^  lines. 

Mr.  Chew.  Well.  Baltimore  is  an  open-shop  town.     It  is  not  in 

r\.  ^'imi*  situation  that  New  York  is  as  regards  labor;  and  on  most 

I  the  f>iK*ration  dwelling-house  work  that  is  practically  all  open 

•    r».  and  a  great  many  of  the  mechanics  learn  their  trades  tliere, 

'  i  while  they  do  n(»t  si'Vve  the  actual  time  at  it,  they  become  fjunil'iar 

•  t*i  it,  and  then  tluy  get  out  into  legitimate  work  and  finish  up, 
■t:l  tlii'V  «an  connM*te  with  their  fellow  workmen  and  get  the  full 

«!»•  nf  wag'»s:  but  Baltimore  is  an  open-shop  town  as  far  as  labor 
"/nrern'^L     In  other  words,  there  is  no  building  trades  c^nineil 
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here.  AVhile  in  some  lines  thejr  are  fully  organized,  and  while  they 
work  under  closed-shop  conditions  in  a  great  many  lines,  there  is  no 
council  here  whereby  they  may  have  sympathetic  strikes  or  anything 
of  that  kind. 

The  Chairman.  Speaking  of  labor,  I  am  frank  to  say  that  I  have 
but  little  complaint  to  make  against  a  man  who  works  demanding 
a  reasonable  day's  pay  for  his  labor,  provided  he  performs  the  day  s 
work.  He  has  to  meet  all  the  increased  costs  of  living,  and  there- 
fore he  is  entitled  to  compensation  that  will  permit  him  to  do  that. 

Mr.  Chew.  AVell,  that  is  a  matter  of  competition,  just  the  same  as 
the  wage.  AVhen  a  mechanic  knows  that  there  are  six  jobs  for  him, 
he  is  not  going  to  produce  any  more  than  he  has  to.  That  is  simply 
human  nature,  and  a  man  is  not  to  be  blamed  for  that.  We  are 
suffering  from  a  lack  of  mechanics.  The  shipbuilding  and  automo- 
bile industries  have  taken  a  great  many  mechanics  away  from  other 
industries.  There  were  no  shipbuilding  mechanics  in  this  count rv 
at  the  time  of  the  beginning  oi  the  war,  and  they  robbed  the  build- 
ing trades  of  the  men  who  are  now  in  the  shipbuilding  industry.  The 
automobile  industry  has  done  the  same  thing.  A  man  who  has  had 
any  mechanical  training  at  all  can,  in  several  weeks,  learn  to  place 
bolt  Xo.  576  in  a  certain  place,  and  can  get  money  for  doing  it.  He 
becomes  a  semiautomatic  unit. 

The  Chairman.  The  prices  of  material  have  increased  even  mpre 
than  labor? 

Mr.  Chkw.  Yes,  sir. 

The  Chairman.  Have  you  seen  any  evidences  of  combinations  to 
hold  up  prices? 

Mr.  Chew.  I  do  not  know  whether  there  are  any  combinations.  I 
know  in  some  lines  we  get  the  same  prices  from  various  people  that  we 
ask  for  prices.  I  do  not  know  the  reason  for  that,  but  I  know  that 
there  is  a  resale  price  agreed  on  somewhere  along  the  line. 

The  Chairman.  So  that  if  you  inquire  of  building-material  men  the 
price,  say,  of  cement— ^several  in  succession — you  find  that  you  get 
the  same  price? 

Mr.  Chew.  Yes;  and  the  same  thing  applies  to  lumber.  There  is  & 
fixed  resale  price  for  graded  lumber.  Oi  course,  in  dwelling-house 
work,  such  as  Mr.  Gallagher  just  spoke  of,  you  can  get  competitive 
stuff.  I  have  some  quotations  here  which  I  got  this  morning  airectly 
from  the  South  [handing  papers  to  the  chairman].  That  sort  of 
stuff  comes  into  the  operator,  but  the  resale  lumberman  buys  up  any 
of  that  material  that  he  can  get,  but  to  the  legitimate  builder  that 
does  not  matter.  I  can  buy  in  advance  and  put  it  on  the  ground  and 
take  care  of  it ;  but  in  the  other  work,  which  is  built  for  an  owner  and 
built  to  architect  plans  and  designs,  you  can  not  anticipate  your  re-* 
quirements. 

The  Chairman.  That  would  be  true  as  to  factories  and  office  build- 
ings and  hotels? 

Air.  Chew.  Yes;  and  large  residence  work. 

The  Chairman.  In  fact,  everything  except  the  ordinary  run  oi 
dwelling  houses? 

Mr.  Chew.  Yes. 

The  Chairman.  AVhen  you  inquire  of  a  lumberman  his  price  on  a 
certain  kind  of  lumber,  and  then  you  go  across  the  street  to  his  com- 
petitor, you  get  the  same  price,  do  you? 
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Mr.  Chew.  Yes,  sir. 

The  Chairman.  And  the  same  with  terra  cotta? 

Mr.  Chkw.  Yes. 

The  Chairman.  And  the  same  with  stone  for  trimmings  on  the 
front  i 

Mr.  Chew.  Xo:  that  is  different.    That  is  an  open  game. 

The  Chairman.  Do  vou  buy  brick  directly  from  the  manufacturer 
or  from  the  dealer? 

Mr,  Chew.  From  the  manufacturer;  except  face  brick.  We  have 
no  face-brick  manufacturer  in  Baltimore.  We  buy  those  from  the 
dealers,  and  in  most  cases  the  factories  have  representatives  here 
5eliin;r  face  brick,  so  that  we  buy  that,  really,  from  the  manufacturer 
«»r  from  his  accredited  agent  in  many  cases. 

The  Chairman.  He  has  no  arrangement  with  the  manufacturers 
for  preventing  the  builder  from  buying  direct? 

Mr.  Chew.  The  bricklayers'  union  has  the  rule  whereby  the  master 
I'liikiayer  is  supposed  to  furnish  all  the  material  that  he  uses — brick, 
>antl,  ami  so  on. 

The  Chairman.  That  is  the  practice  in  Xew  York. 

Mr.  Chew.  And  the  same  obtains  in  Baltimore. 


master 

layer:  in  Baltimore  the  builder  is  the  carpenter.     So  in  New  York, 

xviiereas  there  is  only  one  profit,  there  are  two  profits  in  Baltimore. 

Tlie  Chairman.  Take  men  like  Mr.  Novak  and  Mr.  Gallagher,  in 
ilie  old  davs  thev  were  able  to  buy  brick,  cement,  and  sand 

Mr.  Chew  (interposing).  They  still  do,  and  so  do  I  on  that  type 
^•f  work.  Nearly  all  of  that  work  is  handled  on  an  open-shop  basis. 
I  buy  all  my  brick  direct  on  that  kind  of  work,  and  simply  pay  the 
'rifldayer  his  price  per  thousand  for  laying  onl}'.  That  is  the  rule 
or.  operation  work  or  dwelling-house  work. 

The  Chairman.  Have  vou  had  difficulty  this  year  in  obtaining 
'Ifh  veriest 

Mr.  Chew.  A  great  deal.  A  lot  of  difficulty;  so  much  so  that  last 
luonth  we  went  over  to  AVashington  trying  to  get  the  Interstate  Com- 
ir.#The  Commission  to  abolish  their  open-shop  car  order. 

The  (*HAiR>fAN.  You  were  at  those  hearings  there? 

Mr  Chew.  Yes;  and  they  extended  that  30  days.  That  expires 
••ri  the  21st  of  August,  and  I  hope  there  will  be  no  other  extension 
*'i  it. 

lilt*  (*hairmax.  Our  committee  was  responsible  for  obtaining 
•'.'M*  hearings.     We  insisted  that  the  Interstate  Commerce  Comniis- 

•  "M  tMve  the  building  material  and  housing  interests  of  the  country 
■'  '^piHirtunity  to  present  to  the  Interstate  Commerce  Conmiission 

*  ir  bide  of  the  story. 

Mr.  Chew.  And  I  was  there  representing  the  national  as-socia- 

Ihr  Chairman.  They  tell  us  tliat  lately  they  will  release  a  car 

Mr.  XlnXKR.  Sixty-five  thousand  right  after  the  hearing,  or  shortly 
^-tTthe  hearing,  and  on  July  2S,  ir),(MM)  more,  making  80,()()()  in  toto 
•J"*  whirh  were  not  adaptable  to  handling  coal. 
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Mr.  Chew.  They  modified  their  order  to  the  extent  that  anything 
with  sides  less  than  18  inches  high  was  released. 

Mr.  Miller.  Yes. 

Mr.  Chew.  That  is  the  only  modification  they  made,  and  they 
extended  their  order  30  davs. 

Mr.  Miller.  And  I  understand  they  are  about  to  extend  it  another 
30  days. 

The  Chairman.  The  other  day  at  a  meeting  of  this  committee  Mr. 
Wilhird,  the  president  of  the  Baltimore  &  Ohio  Railroad  Co.,  who 
you  probably  know,  Mr.  Chew,  is  chairman  of  the  advisory  committee 
nailroad  Executives'  Association  of  the  United  States,  informed  this 
committee  that  he  would  be  very  glad  to  join  with  us  in  a  cooperative 
effort  to  relieve  pressing  difficulties,  and  that  where  material  was 
needed  in  some  important  case  he  would  see  that  we  got  the  material. 
I  do  not  know  whether  Mr.  Miller  has  taken  up  with  you  or  any  com- 
mittee here  in  Baltimore  the  question  of  your  appointing  a  committee 
here,  but  we  are  going  to  ask  you  to  do  so,  and  then  Ave  will  arrange 
to  have  the  railroad  authorities  have  a  representative  here  with  whom 
you  mav  deal,  and  if  vou  sav  that  vou  must  have  something  for  an 
important  operation  to  relieve  the  situation — for  some  hospital  or 
some  important  public  undertaking — they  have  promised  to  take  care 
of  it.  It  was  not  within  our  purview,  but  we  were  able  to  show  the 
railroad  interests  that  it  was  a  necessary  thing  to  the  needs  of  the 
Nation. 

Mr.  Chew.  I  understand  at  the  present  time  the  Baltimore  &  Ohio 
Kaih-oad  has  only  30  per  cent  of  owned  equipment. 

Mr.  Miller.  About  20  per  cent,  I  think  it  is. 

Mr.  Chew.  Well,  it  is  worse  tlvm  I  thought.  I  understand  from 
railroad  men  that  it  is  impossible  for  a  railroad  to  operate  economi- 
cally witli  less  than  00  per  cent.  I  know  of  a  case  not  very  far  away 
from  here  where  a  main  line  will  not  put  a  car  in  on  a  branch  for  a 
mile  or  a  mile  and  a  half,  and  turn  it  over  to  the  branch  line ;  but  if 
the  material  is  hauled  by  motor  truck  that  mile  and  a  half  and  put 
on  the  main  line  the  man  can  have  the  car  immediately. 

The  Chairman.  Why  is  that? 

Mr.  Chew.  Because  they  do  not  want  to  turn  a  car  over  to  their 
subsidiary.  They  would  hold  it  on  their  own  line,  even  though  it  was 
a  foreign  car. 

Mr.  Miller.  Have  you  any  knowledge  of  the  holding  of  cars  in 
this  citv  for  coal  speculation? 

Mr.  Chew.  I  do  not  have  at  the  present  time;  no,  sir. 

Mr.  Miller.  In  other  words,  is  freight  congested  by  reason  of  cars 
being  held  here  in  Baltimore  which  should  go  to  the  coal  docks  and 
be  unloaded? 

Mr.  Chew.  I  do  not  know  of  it,  Mr.  Miller;  but  in  these  sheets 
which  I  handed  to  Senator  Calder  a  few  moments  ago  there  is  plenty 
of  evidence  of  cars  being  sent  from  a  lumber  mill  in  transit — subject 
to  sale  in  transit — and  the  same  thing  is  being  done  in  other  lines 
right  along.  It  is  not  only  done  with  respect  to  coal.  Coal  cars  are 
being  used,  too,  but  there  are  a  number  of  cars  right  on  those  lines 
which  have  been  shipped  from  mills,  and  that  stuff  is  being  sent  over 
the  country  and  it  will  be  diverted  en  route. 

Senator  Kenyon.  They  announce  that  thej^  can  be  diverted  ? 
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ilr.  Chew.  Yes. 

Senator  Kenyon.  Did  not  the  commissioner  tell  us  the  other  day 
that  that  was  a  ^ood  thin^? 

Mr.  Mii^usR.  1  es ;  he  said  it  facilitated  business.  Tlie  point  that  I 
made,  however,  was  with  respect  to  the  actual  holding  up  of  cars  at 
tlie  terminals. 

Mr.  Chew.  There  is  not  much  of  that  in  Baltimore,  I  believe.  I  do 
not  know  much  about  the  coal  trade,  however. 

Senator  Kenton.  Js  coal  exported  from  here  ? 

Mr.  Chew.  A  lot  to  New  England. 

Senator  Kexyon.  And  to  foreign  countries? 

Mr.  Chew.  Yes;  a  great  deal.  The  Interstate  Commerce  Commis- 
>i(>n  in  the  last  order  issued  allocated  230,000  tons  a  month  to  Balti- 
more. 

Senator  Kenton.  Do  you  know  how  much  is  shipped  through 
BHltiniore  for  export? 

Mr.  Chew.  No;  but  you  will  have  a  man  here  who  can  tell  you 
aUmt  coal. 

The  Chairman.  Gentlemen,  the  committee  will  stand  at  recess  now 
until  2.15. 

( Whereupon,  at  1  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.ir»  oVlock  p.  m.) 

AFTER  RECESS. 

(At  2.15  oVIock  p.  m.  the  committee  reassembled,  pursuant  to 
the  taking  of  recess.) 

The  (^HAiRMAN.  Is  Mr.  Duncan,  of  the  Title  Guarantee  &  Trust 
Co..,  in  the  room? 

STATEMENT  OF  MB.  JOHN  H.  DUNCAN,  VICE  PRESIDENT,  TITLE 
OVABANTEE  &  TRUST  CO.,  OF  BALTIMORE,  MD. 

Mr.  Di'NCAN.  Mr.  Calder,  our  company  is  enp:a^ed  in  the  exami- 
Tiation  of  titles,  lending  monev  to  home  buyers,  and  financing  build- 
in;:  o|)eration8.  These  building  operations  run  for  a  term  of  one 
vt*ar.  whioii  enables  the  builder  to  not  only  complete  his  houses  but 
i*»  se\i  them.  Reference  has  been  made  here  to-day  to  the  building 
a-<iM'iations  financing  l)etween  80  and  00  per  cent  of  these  houses. 
Iliat  is  nractically  true,  and  I  would  like  to  speak  to  the  committee 
i'«'nit  why  the  building  associations  are  selected  to  do  tliat  financing. 

In  Kaltimore  we  have,  one  might  say,  three  conditions  in  the  real 
•-tai»*  cranie:  One  is  the  fee-simple  interest:  the  other  the  revei'sionary 
!nt*»rest,or  the  ground  rent;  and  tlie  third  the  leasehold  interest:  and 
1  tlifMight  it  might  be  of  interest  to  you  to  have  a  copy  of  our  lease 
^Tin  here  (handing  paja^r  to  the  chairman]. 

S»nat«;r  Kenyox.  Is  that  tlie  ground  lease? 

Mr.  DrNT.^N.  Ye.s.  That  is  the  lease  under  the  Marvland  law, 
u  i»le  for  a  term  of  91)  years,  renewable  forever :  but  by  the  s;uno  statute 
^'u^y  are  re<leeniable  after  five  vears  from  the  (hite  of  the  lease.  The 
'••t-on  that  those  ground  rents  are  placecl  on  those  houses  is  that 
*!.  1^  ground  rents  are  a  permanent  first  mortgage,  which  can  not  be 
^nmndeil  by  the  gnnind-rent  owner:  but  it  is  optional  with  the 
'•»rT.fr  of  the  house  whether  he  wants  to  redeem  it  at  the  en<l  of  five 
••»nn»  or  not.    That  enables  him  to  go  to  a  building  association  and 
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borrow  between  70  and  80  per  cent,  as  the  case  may  be,  of  tlie  dif- 
ference between  the  fee  interest  and  the  ground-rent  interest. 

Senator  Kenyon.  Suppose  he  redeems  it ;  what  does  he  pay  ? 

Mr.  Duncan.  He  pays  6  per  cent.  That  is  the  redemption  price 
under  the  Maryland  law.  A  ground  rent  of  $120  is  redeemable  at  G 
per  cent,  or  $2,000. 

Senator  Kenyon.  Do  vou  know  whether  anv  other  States  have 
such  a  law  as  that? 

Mr.  Duncan.  I  can  not  recall.  Take  the  average  home  buyer  who 
buys  a  fee-simple  property  for  $5 ,600. and  a  ground  rent  of  ^7.2<M)  is 
phiced  on  that  property,  which  is  $4,400  to  finance;  and  he  generally 
goes  to  a  building  association  and  applies  for  40  shares.  Forty  shares 
would  enable  him  to  borrow  about  22.  That  is  about  70  per  cent,  or 
$;5,()80,  if  my  figures  are  right. 

Now,  reference  has  also  been  made,  gentlemen,  to  the  building  asso- 
stations  being  ultra  conservative.  That  is  due  largely  to  the  fact  that 
the  increased  cost  of  building  and  labor  has  increased  the  cost  per 
liouse,  and  generally  lending  70  per  cent  on  a  $2,000  proposition, 
finding  it  suddenly  gone  up  to  $4,000  makes  them  hesitate  a  lon<r 
time;  so  they  generally  ask  the  builder  to  hypothecate  a  part  of  that 
purchase  mcne^^,  in  order  to  bring  their  liability  down  to  a  reasonably 
safe  basis. 

The  true  function  of  a  building  association,  however,  has  been  lost 
sight  of.  The  banks,  it  is  true,  have  called  the  building  associations 
here  for  a  large  part  of  their  loans ;  but  in  former  years  the  buihling 
association  was  formed  principally  to  sell  to  you  and  to  me  free 
shares  on  which  you  could  pay  at  the  rate  of  25  cents  per  share  per 
week.  Now,  that  money,  when  collected,  was  loaned  out  to  the  home 
))nyer;  but  the  building  associations  to  day,  particularly  in  Baltimore, 
have  lost  sight  of  that  fact  and  they  have  become,  in  large  measure, 
trust  companies,  because  they  have  gone  to  the  banks  seeking  financial 
help.  Now  the  banks  need  money  and  naturally  they  are  calling  the 
building  associations,  and  they  have  got  to  pay  it  back.  That  leaves 
the  building  association  stranded,  because  they  have  gotten  away 
from  their  free  shareholders;  they  have  gotten  away  from  that 
eagerness  to  encourage  you  and  others  to  come  in  and  pay  weekly 
and  save  money  in  installments.  That,  I  think,  covere  that  situation 
verv  well  in  reference  to  the  building  associations. 

The  savings  banks  of  Baltimore  have  done  their  part  to  encouraiy^e 
the  home  buyer ;  but  they,  too,  like  everybody  else,  have  be'en  short  of 
money ;  people  have  been  drawing  out  money,  possibly  for  the  pur- 
chase of  homes,  possibly  induced  by  the  attractive  interest  rates  paid 
on  bonds  in  different  sections  of  the  country.  In  our  business  in  lend- 
ing money  to  home  buyers  we  generally  lend  about  50  per  cent.  If  ii 
man  wants  more  than  that,  and  is  a  good  moral  risk,  we  may  advance 
him  70  per  cent.  Fifty  per  cent  of  that  would  be  on  first  mortgage 
and  20  per  cent  would  be  on  what  we  term  "  a  second  mortgage,"  amor- 
tized so  much  per  month.  That  50  per  cent  on  mortgage — ^the  mort- 
gage would  be  sold  to  an  investor  at  a  rate  of  interest  which  would  be 
probably  attractive,  with  the  interest  and  principal  guaranteed  by  the 
company. 
The  Chairman.  You  have  a  bond  and  mortgage  bureau  % 
Mr.  Duncan.  Not  a  bond  bureau,  but  a  mortgage  bureau :  that  i* 
our  principal  business. 
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The  Chairman.  Your  Title  Guarantee  &  Trust  Co.  will  loan  to  a 
builder  on  bond  and  mortgage? 

Mr.  Duncan.  Yes. 

The  Chairman.  Then  do  you  turn  those  mortgages  over  to  your 
mortgage  company? 
.    Mr.  Duncan.  Iso,  sir. 

The  Chairman.  Or  is  the  whole  thing  in  the  one  institution  ? 

Mr.  Duncan.  We  have  a  mortgage  company  and  the  title  com- 
pany; but  when  the  title  company  makes  a  building  mortgage,  it 
retains  that  mortgage  until  it  is  finally  paid  off. 

The  Chairman.  Does  the  mortgage  company  make  the  permanent 
loan  or  the  title  company? 

Mr.  Duncan.  The  mortgage  companjr  makes  the  permanent  loan, 
iH'cause  they  sell  those  first  mortgages  to  investors  at  a  rate  of  interest 
between  5  and  6  per  cent.  To-dav  we  are  paying  6  per  cent  as  mort- 
jrajre  interest,  ana  we  guarantee  the  interest  as  well. 

The  Chhairman.  Does  your  Title  Guarantee  Co.  make  permanent 
loans? 

Mr.  Duncan.  Oh,  yes. 

The  Chairman.  And  then  the  Title  Guarantee  Co.  assigns  those 
loans  to  the  mortgage  company? 

Mr.  Duncan.  To  the  Mortgage  Guarantee  Co.,  which  sells  them  to 
investors  at  a  rate  of  interest  a  little  below  the  rate  that  is  being  paid. 

The  Chairman.  If  you  have  loaned  the  money  at  6  per  cent,  you 
H^ll  it  at  5 J  per  cent  ? 

Mr.  Duncan.  Yes. 

llie  Chairman.  And  you  guarantee  the  payment  of  the  interest  and 
the  nrincipal  and  retain  one-half  of  1  per  cent  for  that  guaranty? 

>ir.  Duncan.  Yes,  sir. 

The  CHtVIRmax.  That  is  on  the  same  basis  as  is  in  vogue  with  the 
Title  (luanintee  &  Trust  Co.  and  the  Bond  &  Mortgage  Guarantee  Co. 
"f  New  York. 

Mr.  DtxcAN.  Exactly. 

The  Chairman.  How  much  money  have  you  loaned  on  bond  and 
riHrtirajre  in  your  company? 

ilr.  Duncan.  We  have' to-day  about  $2,000,000  invested  in  mort- 
^ML'^-s:  hut  we  have  a  great  deal  more  guaranteed. 

Thf  Chairman.  About  how  much  did  you  loan  here? 

Mr.  Duncan.  I  should  judge,  Mr.  Chairman,  that  we  would  aver- 
■»!'•♦  riertainly  between  seven  hundred  and  fifty  thousand  and  a  million 
•■  -wiirs. 

The  (*hairm  AN.  Do  you  remember  offhand  what  the  extent  of  your 
;:'.aninteed  mortcage  account  is  to-day  in  your  company? 

Mr.  Duncan.  To-day  it  is  about  one  million  and  something. 

The  ("hafrman.  I  mean  your  inortsrage  company. 

Mr.  Duncan.  Yes;  the  guaranteed  mortgages  are  about  a  million 

•-are. 

The  Chairman.  You  have  that  many  guaranteed  mortgages  in 
*  *.  Mence  i 

Mr  Duncan.  Yes.  We  have  made  a  great  many  more,  but  they 
»r*  ^>^ing  eonstantlvpaid  off  and  liquidated. 

The  Chairman.  The  outstanding  mortgages  are  about  a  million 
:*llan? 
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Mr.  I) I  NCAN.  Yes. 

The  Chairman.  Tell  me  the  process  necessary  to  be  taken  by  a 
litizeii  of  Ualtimore  in  order  to  obtain  a  loan  from  your  guarantee 
conipanv. 

Mr.  OiKt'AN.  He  comes  into  the  company  and  makes  application, 
i^iM\s  the  number  and  the  dimensions  of  the  property,  and  whether  it. 
is  lee  simple  or  leasehold,  the  amount  of  purchase  money,  and  sucli 
amount  or  mort^ijage  he  requires  to  make  on  the  property. 

Tluit  is  submitted  to  our  real  estate  man,  and  he  goes  out  and  passes 
judgment  on  the  property,  and  he  may  say  that  it  is  not  worth  what 
the  man  is  paying  and  that  our  loan  ought  to  be  reduced.  For  in- 
stance, if  he  is  buying  a  piece  of  fee-simple  property  for  $0,000  and 
lie  api>lies  for,  say,  $4,500,  it  may  be  that  in  our  real  estate  man's 
jud^nnent  $3,500  is  all  that  he  ought  to  get;  that  he  has  probably  paid 
a  little  bit  more  than  the  property  is  worth.  If  the  man  is  a  good 
moral  risk  and  has  a  good  record,  we  may  advance  him  the  $4,500  on 
the  plan  that  I  suggested  a  moment  ago:  that  is  to  say,  $3,500  for 
three  years  and  $1,000  amortized  in  monthly  payments  of,  say,  $25 
or  $50,  as  he  may  elect,  each  month.  In  that  way  the  $1,000  is  paid 
back  monthly  and  the  security  becomes  better  all  the  time,  and  the 
$3,500  is  available  to  sell  as  a  guaranteed  mortgage. 

The  Chairman.  Is  there  a  good  market  now  for  mortgages? 

Mr.  Duncan.  I  should  say  no.  The  attractive  rate  that  bonds  are 
bringing  to-day  we  have  not  been  able  to  sell  the  same  quantity  of 
mortgages  that  we  did  before  last  year.  Up  to  that  time  the  denianil 
was  above  the  normal.    To-day  it  is  below  normal. 

The  Chairman.  Who  are  your  customers?  To  whom  do  you  sell 
usually  ?     Individuals  ? 

Mr.  Duncan.  Individuals. 

The  Chairman.  Do  you  sell  to  savings  banks? 

Mr.  Duncan.  We  do  to  one — the  Central  Savings  Bank  of  Balti- 
more— but  not  to  the  others.  We  have  not  sold  to  any  but  one  bank 
here. 

The  Chairman.  And  are  there  any  insurance  companies  to  which 
3'ou  sell  here? 

Mr.  Duncan.  The  insurance  companies  are  peculiar,  in  a  way. 
They  like  mortgages  made  by  an  individual  from  the  banks.  They 
do  not  care  to  take  an  assignment  of  the  mortgagee. 

The  Chairman.  What  would  you  suggest,  Mr.  Duncan,  as  desir- 
able legislation  to  increase  the  demand  for  mortgages? 

Mr.  Duncan.  Well,  the  hisrh  rate  of  interest  that  they  are  payinir 
to-day,  which  is  6  per  cent,  should  make  it  an  attraction,  but  it  does 
not  seem  to  do  so. 

The  Chairman.  Have  you  heard  any  suggestion  that  Congress 
should  legislate  to  relieve  the  income  on  mortgages  from  Federal 
taxation  ? 

Mr.  Dt  xcAN.  I  have  heard  it  in  an  indirect  way,  through  the 
papers. 

The  Chairman.  Would  that  tend  to  make  a  better  mortgage 
market? 

Mr.  Duncan.  It  might. 

The  Chairman.  A  witness  the  oth(?r  day  testified  before  our  com- 
mittee in  New  York  that  men  of  large  incomes  or  large  means,  be- 
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cause  of  the  high  excess-profit  taxes  and  income  taxes,  need  neces- 
.^arily  receive  income  on  their  investments  of  at  least  24  per  cent  in 
order  to  earn  6  per  cent  net.  They  insisted  that  men  with  large 
incomes  were  investing  the  greater  portion  of  their  money  in  invest- 
ments exempt  from  taxation. 

Mr.  Duncan.  1  say,  Mr.  Chairman,  that  is  true :  but  most  of  our 
imestors  are  i)eopJe  of  moderate  means  and  are  not  millionaires  or 
capitalists. 

The  Chairman.  So  that  you  have  had  no  real  complaint  here  on 
that  score? 

.Mr.  Di'NCAN.  Xone  at  all. 

Senator  Kenvon.  This  question  of  exempting  the  income  on  mort- 
irajres  from  taxation — do  you  not  think  we  have  about  enough  tax- 
«»xeinpt  securities  in  this  country  now? 

Mr.  Duncan.  Well,  I  think,  sir,  that  a  tax  exemption  on  mortgage 
imM)me  might  be  a  very  helpful  thing. 

Senator  Ken  yon.  It  would  be  helpful,  but  where  is  the  (lovern- 
m(»nt  going  to  get  its  revenue?  AVe  have  $14,000,000,000,  Mr.  Kahn 
testified  before  our  committee  the  other  day,  of  tax-exempt  securities 
in  the  United  States  now.  When  you  have  your  tax-exempt  securi- 
tit»s  you  are  putting  the  burden  of  taxation  on  some  one  else  all  the 
time. 

Mr.  Duncan.  That  is  true.    I  am  not  advocating  it. 

Senator  Kexyon.  I  am  not  quarreling  with  it,  but  I  am  just  won- 

•  luring  where  we  are  going  to  get  with  it,  and  if  we  are  not  going  to 
>liift  the  burden  of  taxation  onto  those  who  are  least  able  to  oear  it? 

Mr.  DuNCAX.  Of  course,  any  taxation  that  you  put  on  mortgages, 
*ir  any  other  form  of  investment,  is  bound  to  come  out  of  the  pocket 
of  the  man  who  borrows  the  money. 

Senator  Kexyon.  There  has  been  evidence  as  to  men  with  large 
irirr)mes  who  will  not  invest  their  money  in  anything  but  tax-exempt 
-♦•ciirities. 

.Mr.  Duncan.  That  is  true. 

Senator  Krnyon.  Do  you  think  that  is  true? 

Mr.  Duncan.  \es. 

N»nator  Kenyon.  Well,  is  not  capital  patriotic  ? 

Mr.  DcNCAN.  It  is,  Mr.  Chairman,  when  it  does  not  cost  them  very 
n-.iilu 

.S*nator  Ken  yon.  When  it  does  not  cost  them/nuch  ? 

.Mr  DrxrAN.  Ye.s. 

Senator  Ke.nyon.  I  do  not  like  to  think  that  men  of  large  means 

•  n*  particularly  anxious  to  get  rid  of  paying  their  share  of  taxes. 
^  tumlly  enough,  tlie  man  who  has,  is  the  man  who  has  got  to  pay. 
The  wealth  has  got  to  bear  a  larjre  part  of  the  burdens  of  taxation; 
'  It.  of  rnurse,  the  argument  is  advanced,  as  it  was  by  Mr.  Kahn,  not 
f"  \i^l\>  tht-m,  but  it  has  a  deterrent  effect  upon  the  development  of 

•  I  i»»q»rise. 

Mr.  Di  xcAN.  (letting  away  from  the  sui)ject,  I  think  if  tlie  excess- 
'  *"t:t-  t»xe^  were  modified  to  some  ext4»nt  it  would  help  the  situation 

•  ♦»rT  where. 

**Miator  Kexy<»x.  You  think  that  would  help  some? 
Mr.  Duxf'AN.  Ye.s. 

'^natfir  Keny4».v.  Well,  botli  presidential  candidates  have  declared 
''  r  that,  have  they  not  ? 

tO.-v    -Jl— votl 20 
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Mr.  Duncan.  Yes;  I  so  understand. 

Senator  Kenyon.  And  if  the  President  can  control  the  Congress 
in  future,  as  in  the  past,  I  hope  we  will. 

Mr.  Duncan.  Let  us  hope  that  he  can. 

Senator  Kenton.  But  I  think  that  there  will  be  some  contest  over 
that  proposition.     Do  you  feel  that  way  about  it  yourself  ? 

Mr.  Duncan.  1  think  it  would  be  a  very  popular  measure  if  it  were 
introduced. 

Senator  Kenyon.  Will  it  be  a  just  measure — whether  it  is  popular 
or  not? 

Mr.  Duncan.  I  think  so,  sir. 

The  Chairman.  Do  you  believe  that  these  high  excess-profits  taxes 
tended  to  increase  the  cost  of  commodities  to  the  people  ? 

Mr.  Duncan.  I  think  they  have. 

Senator  Kenyon.  Now,  just  how  do  they  do  that? 

Mr.  Duncan.  It  is  hard  to  trace  any  particular  case  or  to  give  any 
concrete  example  of  thati  but  if  you  were  in  business  and  you  were 
liable  to  make  a  sale  where  you  knew  you  had,  say,  about  40^  per  cent 
of  gross  profits,  you  would  certainly  try  to  avoid  it  in  every  way  that 
you  could,  it  seems  to  me. 

Senator  Kenyon.  That  is,  if  you  were  making  a  good  profit,  you 
would  not  want  to  pay  a  certain  proportion  of  it  to  the  Government? 

Mr.  Duncan.  If  you  were  making  twenty  or  thirty  thousand  dol- 
lars on  a  certain  deal  and  you  had  to  pay  40  per  cent,  or  $8,(XJ0,  of 
that,  it  looks  like  a  big  slice  out  of  it,  especially  as  you  have  assumed 
all  the  risk  and  placed  your  money  in  it,  and  you  did  not  know 
whether  you  were  going  to  make  a  sale  or  not. 

Senator  Kenyon.  But  if  you  have  made  $20,000  out  of  it,  you  are 
Willing  to  pay  a  reasonable  amount  of  it  to  support  the  Government, 
are  vou  not? 

Mr,  Di'NCAN.  I  suppose  so. 

Senator  Kenyon.  1  am  anxious  to  know  just  how  this  works  out. 

Mr.  Duncan.  Suppose,  for  instance,  you  had  bought  a  piece  of 
property  for  $5,000,  or  say  $10,000,  and  there  was  a  chance  to  make  a 
profit,  and  you  had  to  pay  on  that  $10,000  $4,000  in  taxes.  You 
would  very  likely  boost  that  price  up  to  $24,000, 

The  Chairman.  Mr.  Duncan,  for  the  information  of  the  gentlemen 
present,  and  perhaps  of  my  colleague,  I  have  an  acquaintance  in  New 
York,  a  builder,  who  built  three  apartment  houses  in  1918,  which  cost 
him  $145,000.  He  thought  he  ouglit  to  have  about  $30,000  profit  on 
the  transaction,  so  he  figured  the  price  at  $175,000.  He  had  no  cus- 
tomers at  that  price;  no  one  even  inquired  about  them.  In  1913  and 
1914  he  gave  his  tenants  two  or  three  months  free  rent  every  year  to 
keep  the  houses  occupied ;  but  as  the  war  progressed  and  the  s  arcity 
of  help  was  increased,  he  was  able  to  get  12  months'  rent  out  of  his 
houses  each  vear  and  able  to  obtain  a  little  higher  rent ;  so  thev  began 
to  pay  him.  Then,  along  in  the  summer  of  1918  he  began  to  have 
some  inquiries  about  the  houses.  Some  one  came  along  and  said. 
'"  How  much  do  vou  want  for  those  three  houses?  "  He  said,  *'$180,- 
OOO.'^    He  added  $5,000  to  the  price. 

Then  he  got  a  further  increase,  and  he  said,  "I  guess  I  will  put 
those  houses  up  to  $200,000."  One  day  a  man  came  along  and  said 
"  I  will  give  you  $198,000,"'  and  then  he  sent  for  his  bookkeeper.    He 
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said,  ^  Now,  our  concern  this  year  has  made  a  good  profit  in  our  regu- 
lar le^fitimate  business,  but  if  we  take  $200,000  for  those  houses,  we 
have  put  the  profits  from  that  sale  in  the  40  bracket.  AVe  will  have 
to  pay  out  of  our  profits,  about  $22,000  in  taxes.  That  will  net  us 
$I7s/)(K).  These  houses  could  not  be  replaced  this  yejar  for  less  than 
$;i(K),CMK),  due  to  the  increased  cost  of  building  over  1913,"  so  he  said 
to  himself,  "shall  I  sell  these  houses  for  $178,000  when  I  can  not 
replace  them  for  less  than  $300,000  "  ?  So  he  said  to  his  bookkeeper, 
**Put  $30,000  more  onto  the  price.  We  will  sell  those  houses  for 
$2:U),(KH),  and  take  the  profits,  and  get  the  other  fellow  to  pay  the 
taxes."    Now,  that  seems  to  me  just  how  it  works  out  to-day. 

Mr.  Duncan,  The  purchaser  pays  the  freight. 

The  Chairman.  The  other  day  a  man  came  to  me  in  New  York  and 
told  me  privately  where  the  owner  of  a  commercial  building  in  New 
York,  erected  this  summer,  was  obtaining  a  loan  of  $1,000,000  on 
inrnd  and  mortgage.  The  lender  only  eave  the  owner  $900,000,  and 
hehl  out  $100,000  as  a  bonus.  I  inquirecT  why  that  was.  He  said  that 
the  loan  was  made  for  five  years  at  6  per  cent,  and  the  lender  made 
the  borrower  pay  the  taxes — $20,000  a  year  the  taxes  would  have 
U^n,  about,  on  that  amount,  and  the  borrower  paid  that  in  advance. 

Mr.  Di'NCAN.  That  is  correct. 

The  Chairman.  That  is  the  way  it  is  working  out,  is  it  ? 

Mr.  Duncan.  Yes. 

The  Chairman.  And  that  is  the  trouble  with  the  present  system ;  it 
is  hase<l  on  ultimately  the  man  of  small  income,  who  thinks  perhaps 
i«ecause  his  income  is  $2,5(X)  a  year,  and  he  has  three  or  four  children, 
that  he  is  exempt  from  the  income  tax,  but  he  gets  it  loaded  onto  him 
in  the  high  price  that  he  pays  for  everything  that  he  buys  i 

Mr.  DrN<\vN.  Yes. 

Si-nator  Kenyon.  Is  that  true,  all  taxes — income  taxes  and  excess- 
I'rufit  taxes 

Mr.  Duncan.  Yes.  • 

Mr.  Kenton.  Then,  you  think  we  should  repeal  all  the  tax  laws? 

Mr.  DiNCAN.  No;  I  do  not  think  that.  I  think  we  should  all  bear 
*»'ir  fair  proportion  of  taxation. 

^♦»n:itf)r  Kenyon.  Then  how  can  it  be  adjusted? 

Mr.  Duncan.  How  to  retain  it  requires  a  great  deal  of  study  and 
tl  "Mjrht. 

Mr.  Kenyon.  It  is  indeed  a  very  troublesome  thing.  Eventually 
tr.»'  tuxes  are  going  to  ])e  paid  by  the  poor  people. 

Thi*  Chairman.  AVe  might  rej)eal  all  our  exemption  laws  and  let 
f'i  one  ha%*e  any  tax-exempt  st»curities;  that  would  be  one  way  of 
:'  uinjr  around  it? 

Mr.  DuN<*AN.  Yes. 

Nnator  Kenyon.  I  am  wondering,  if  your  theory  is  correct  and 
'••*  Hrially  siicceefl  in  getting  a  majority  of  the  taxes  put  off  onto 
t  ■»---  who  can  least  afford  to  pay  them,  what  will  happen. 

Mr.  DuNfAN.  It  is  a  moot  cpiestion.     I  think  the  man  of  small 
f  •  iru*  is  pnving  about  all  that  lie  can  afford  to  pay  to-day. 

^•tatijr  Ke.vyon.  a  man  on  a  small  salary  can  not  stand  it  any 

Mr.  Duncan.  No. 
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Senator  Kexyon.  He  is  paying  high  prices  for  everything,  and  lie 
is  being  ground  to  pieces  both  ways.  It  simply  ilhistrates  the  trou- 
blesomeness  of  the  whole  situation.  I  believe  that  is  all,  sir.  We  are 
much  obliged  to  von. 

Mr.  DrxcANf  Vou  are  very  welcome. 

Senator  Kenyon.  Xow,  Mr.  Martien. 

STATEMENT    OF   MR.    JAMES    CAREY   MARTIEN,   REAL   ESTATE 
BROKER,  1413  LEXINGTON  BUILDING,  BALTIMORE,  MD. 

The  Chairman.  Mr.  Mnrtien,  what  is  your  business? 

Mr.  Martien.  Eeal  estate  broker;  a  member  of  the  firm  of  William 
Martien  &  Co.,  and  possibly  I  can  give  you  some  information  on 
the  attitude  of  the  savings  banks  in  loans  on  fee-simple  property 
w^hich  may  enlighten  the  committee. 

The  (^HAiRMAN.  We  will  be  verv  glad  to  have  vou  tell  the  com- 
mittee  lust  how  that  operates. 

Mr.  Martien.  For  a  number  of  years  I  have  been  the  appraiser  for 
several  of  our  largest  savings  banks,  who  have  resources  of  aroimJ 
seventy  or  more  million  of  dollars,  with  loans  to-day  aggregating 
about  $9,000,000.  They  are  all,  of  course,  on  fee-simple  property. 
"While  much  of  it  is  on  business  property,  a  great  deal  is  on  residence 
properties.  Originally  our  policy  was  to  loan  60  per  cent  of  the 
value  of  the  residence,  which  during  the  period  of  lower  values  which 
obtained  in  Baltimore  for  a  time  we  felt  it  necessary  to  reduce  to 
50  per  cent.  AVe  have  since  rather  adhered  to  the  50  per  cent  margin 
on  our  loans,  in  some  exceptional  cases  perhaps  increasing  that  to 
55  and  even  to  60  per  cent. 

The  Chairman.  Is  that  55  per  cent  your  estimated  cost  of  the  land 
and  the  improvements  or  upon  what  is  the  fair  market  price? 

Mr.  Martien.  On  the  fair  market  value.  We  do  not  feel  that  we 
can  adhere  to  the  value  of  land  plus  the  value  of  building  policy 
as  representing  the  fair  market  value,  and  it  is  necessary  that  we 
shall  lend  on  market  values,  which,  in  case  of  foreclosure,  would  be 
our  basis  of  security,  although  we  have  in  very  many  cases,  particu- 
larly in  the  larger  buildings,  have  been  able  to  accept  the  cost  of  the 
land,  plus  the  construction  cost,  as  determining  the  basis  of  value. 

During  the  past  two  or  three  y<?ars,  wliere  we  have  been  meeting 
the  higher  costs  of  property  we  have  been  willing  to  recognize  that 
construction  costs  are  hisrh  and  that  market  values,  perhaps,  are  kept 
high;  but  we  have  loaned  our  same  ratio  on  the  present  selling  value 
of  property.  In  many  cases  those  loans  will  equal  the  selling  vahie 
of  the  pvoperty,  possibly,  five  years  ago.  There  have  been  a  number 
of  such  loans  that  we  have  passed. 

The  Chairman.  So  that  in  many  cases  you  are  loaning  to-day  as 
much  as  the  property  would  have  sold  for  five  years  ago? 

Mr.  Martien.  Yes,  sir.  We  are,  however,  requiring  that  the  bor- 
rowers shall  nniortize  their  loans.  All  loans  that  are  made  at  this  time 
carry  an  amortization  provision.  The  amount  is  determined  at  the 
time  the  loan  is  made,  depending  upon  the  location  of  the  property, 
its  marketability,  and  the  probable  maintenance  of  value?  I  woufd 
say  it  would  average  somewhere  close  to  5  per  cent. 

Now,  during  the  period  of,  I  might  say,  reasonably  normal  finan- 
oial  conditions,  the  savings  banks  have  been  able  to  take  care  of  all 
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loans  tliat  have  come  to  them  on  these  fee  simple  properties,  whether 
<»f  the  dweIlin<^-house  tyi)e,  apartment,  or  business  buihlin^s,  or  what- 
H(»t:  and  we  have  found  that  the  loans  are  not  alone  very  satisfactory 
str-urity,  but  they  produce  a  lar/ier  return  net  than  is  obtainable 
tlirouirh  investment  securities:  so  that  mort*ra^e  loans  are  attractive. 
Mv  judfrnient.  Senator,  is  that  if  the  atmosphere  could  be  cleared 
vlit^reby  the  buildin^r  associations  could  have  funds  in  the  more  liquid 
form,  so  that  they  could  take  loans  on  leasehold  properties  as  rap- 
1  n*  as  they  are  offered,  and  keep  that  money  turning  over  more  rap- 
i'lly.  stimulatin<r  the  home  buyer,  warranting:  the  builder  in  under- 
t  ikinjr  larjrer  operations,  that  so  far  as  Baltimore  is  concerned  the 
proposition  from  the  financial  standpoint  ou^ht  to  be  a  fairly  easy 
one,  pre<licated,  of  course,  on  a  fairly  normal  money  market. 

Tlie  Chairman.  Are  you  a  broker? 

>fr.  MvicTiKX.   Yes,  sir. 

The  Chairman.  Do  people  applv  to  you  for  mortorages,  and  do  you 
arranire  them  through  savings  banks? 

Mr.  Martien.  No;  I  am  the  appraiser  for  several  of  our  savings 
banks.  They  make  direct  application  to  the  bank,  and  they  have  no 
t'l^mmissions  or  bonuses  to  pay  at  all.  They  get  the  money  at  the 
lowest  market  rate. 

The  Chairman.  The  saving  banks  loan  that  way  and  do  not  per- 
n  ]\  Uinuses  to  l^  paid  on  their  loans? 

Mr.  Martien.  No  bonuses  are  paid.  The  loans  are  made  to-day  on 
H  I'asis  of  6  [)er  cent.  Until  recently  the  market  was  54  per  cent; 
1  n*calL  in  fact,  when  it  was  as  low  as  4^  per  cent.  Money  was  freely 
'•(•i:nnable  in  that  form. 

The  Chairman.  But  the  demand  for  money  is  now  so  great  that 
t^«*  banks  can  get  6  per  cent,  and  they  are  getting  it? 

Mr  Martien.  Mr.  Homer  was  in  here  a  while  ago,  and  he  will 
pniKably  tell  you  the  reasons  why  they  are  getting  6  per  cent.  The 
"t!i-r  »iecarities  have  lowered  since  the  decline  m  the  purchasing 
;« 'VMt  of  the  dollar. 

The  Chairman.  Has  it  been  the  practice  of  savings  banks  in  Balti- 
r'"re.  in  making  a  loan,  to  require. the  borrower  to  take  a  part  of  his 
)'  in  in  Liberty  bonds? 

Mr.  Mahtien.  No,  sir. 

The  Chairman.  You  have  heard  of  no  such  practice  here? 

Mr.  Martien.  There  has  been  no  such  practice  as  that  in  Balti- 
n«»rp. 

Thp  Chairman.  I  have  understood  in  some  parts  of  the  country 

tJ  It  kjans  were  made  from  savings  banks — loans  of  considerable 

-  r— of  some  magnitude,  and  that  the  bank  has  required  the  bor- 

nv  Mr  U)  take  half  of  the  money  in  Liberty  bonds,  which  really  meant 

r  iirpctlr  a  bonus. 

Mr.  >fABTtEN.  One  of  our  banks  has  loaned,  since  the  1st  of  Janu- 

•  fv.  riose  to  $3,(XX),000  on  mortgage  loans,  and  not  a  dollar  of  that 
U«  heen  represented  in  anything  except  cash  to  the  borrower. 

The  Chairman.  Mr.  \^artien,  ha/e  you  olitained  loans  for  your 

•  '•  nUi  in  the  past  from  individuals? 

Mr.  Martien.  To  some  limited  extent,  Senator.    I  have  not  been 

•  tire  as  a  negotiator  of  loans;  more  so  in  securing  the  erection  of 
•^njrturw?  to  serve  our  business  requirements,  which  moneys  have  been 
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is  I'l 

nil.' 
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^    a  J  from  individuals,  for  well- 

ivliiiarilv,  whether  an  institn- 

-  I  lopkins  fiospital,  or  some  other 

.   'V*j  property.    The  shortage  as  it 

t .  uiarily  or  more  generally  in  the 

.>.  the  loans  that  would  be  available 

^  a  A  home.    We  are  shoil  of  funds  right 

.    .;  liiis  recent  money  stringency,  but  that 
».  ,  'Uiit  few  months. 

u  uiven  any  consideration  to  the  question 
>j.  [irotits  tax  law — the  effect  of  that  upon 

>v>  m  the  purchase  of  properties.     We  have 
tuusactions  very  high  costs  by  reason  of  the 
I  .  lo  \n\y  to  the  Government  a  large  part  of  the 
Now,  I  can  give  you  one  very  concrete  instance: 
'v>v-vNil)ly  five  or  six  years  ago  for  $30,000  is  worth 
^'  viHY.     The  purchaser  was  quite  willing  to  pa}' 
V     .»'|vrty,  but  the  seller  would  say,  "No;  we  can  not 
^v.».»M'  we  shall  have  to  pay  $50,000  of  it  to  the  Gov- 
's  t>M»Mt  that  they  would  obtain  under  the  sale  would 
:^^^>  ilie  40  per  cent  class,  and  they  would  raise  their 

,  V  »v>4  VS.  And  get  it? 

\4    s»»K\.  No:  they  did  not  get  it.    The  purchaser  was  un- 

^.    (Kvt  that  figure.    So  that  we  have  in  that  instance,  and 

N    .';  uis  that  situation,  and  a  number  of  transactions  have 

s\..  ^v»^  .ti>rui>tly  called  off  by  reason  of  the  present  excess-profits 

•  K  V  H  viKMAN.  So  that  you  believe  that  if  the  building  and  loan 
4  ,  ^  u  v'hs  could  obtain  a  better  flow  of  capital  into  their  coffers,  it 
v^,  u  u'heve  the  situation  here  so  far  as  financing  the  building 
..   .ON  i>»  concerned? 

V1 1,  Maktiex.  I  do  not  think  there  is  any  doubt  about  that.  If 
wv  v^u  make  more  liquid  the  funds  of  our  building  associations, 
i»  ivinjL^  tlicm  in  position  to  handle  these  loans  in  their  accustomed 
v\.n,  (vo\u  the  financial  end  I  think  we  should  have  a  fairly  com- 
iv^uti'h^  position. 

the  CiiAiHMAN.  There  is  no  other  way  to  relieve  them  or  help 
\  wiWy  except  to  urge  the  banks  to  loan  them  as  they  used  to. 

Mr.  Maktien.  If  the  banks  could  make  loans  to  the  building  asso- 
s  Hi  ions  to  meet  their  requirements,  it  would  certainly  materially 
uhl  in  solving  the  situation. 
The  CiiAiRMAX.  Do  you  think  those  loans  are  perfectly  safe? 
Mr.  Martiex.  T  do  not  knoAv  of  any  instance  where  they  have  lost 
\\\\\  money  on  them  at  all. 

Sonator  Kexyox.  Have  you  ever  given  any  consideration.  Mr. 
Mart  ion,  to  the  question  of  establishing  home-loan  banks?  We  now 
have  farm-loan  banks,  which  loan  money  to  farmers.  I  am  not 
having  that  T  have  made  up  my  mind  about  it  at  all,  but  w^e  are  just 
rcinsidering  alj  these  questions.  Would  it  not  be  feasible  to  have  a 
Hvstoin  of  home-loan  hanks  in  this  country  to  loan  to  people  of 
moderate  means  for  the  building  of  homes? 
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Mr.  Martiex.  My  first  knowledge  of  any  such  thought  was  at  the 
convention  of  the  National  Association  of  Keal  Estate  Boards  at 
Atlantic  Citv  in  the  summer  of  1919.  One  of  the  addresses  dealt 
rather  directly  with  the  establishment  of  home-loan  banks. 

Senator  Kenyox.  By  whom  was  that  address,  do  you  remember? 

Mr.  Martiex.  I  do  not  remember  the  gentleman's  name  at  the 
moment.  He  was  from  Washington,  and  from  one  of  the  depart- 
ments: but  it  referred  to  Senator  Calder's  bill,  and  it  certainly  made 
a  very  marked  impression  upon  me,  as  upon  a  vast  number  of  men 
attending  said  convention.  If  framed  along  lines  to  meet  the  condi- 
tions in  various  localities — and  in  Baltimore  it  would  have  to  meet 
our  ground-rent  situation,  to  be  of  value — it  certainly  seems  to  fit 
the  situation  to-day.  As  I  understand  it,  it  would  ehable  the  build- 
ing associations  to  rediscount  their  loans  in  a  manner  somewhat  simi- 
lar to  the  wav  in  which  the  banks  to-dav  rediscount  with  the  Federal 
ri»serve  bank.  That  would  make  funds  decidedly  more  liquid,  and 
would  put  them  in  position  to  loan,  and  I  can  see  no  reason  why  a 
bank  so  established  should  not  be  on  a  very  safe  and  very  profitable 
Imsis. 

Senator  Kexyox.  That  would  relieve  the  situation,  would  it  not, 
in  vour  iudgmenti 

Sir.  Martiex.  It  would  relieve  it  tremendously.  I  am  very  hopeful 
that  some  such  bill  may  be  enacted,  and  that  it  will  have  sufficient 
latitude  to  be  properly  applied  to  the  various  localities,  meeting  con- 
•htions  as  they  exist  in  the  various  sections  of  the  country. 

Senator  Kexyon.  It  would  have  to  do  that,  of  course,  to  be  at  all 
^rviceable. 

Mr.  Martiex.  Yes,  sir.  I  might  add  that  I  have  been  told  by  a 
numl>er  of  men  who  are  active  in  our  building  associations  that  it  is 
i*3tremely  rare  for  them  to  incur  any  loss  in  their  loans.  The  buyer 
••f  a  home  will  always  protect  his  interests,  but  perhaps  at  the  sacrifice 
•»f  other  things  that  he  may  desire;  and  I  do  not  know  of  a  safer 
fiirm  of  security  than  the  loan  made  to  the  home  buyer.  Our  own 
♦^xfjerience  in  Baltimore  is  that  not  alone  does  the  man  of  the  family, 
^Mit  the  wife  and  the  children  all  work  for  the  one  direct  purpose  of 
t'rially  paying  off  the  obligation  that  is  upon  their  home. 

Senator  Kexyox.  Do  you  not  think  this  question  of  the  home  own- 
Tijr  is  fun<lamentally  deeper  than  anything  we  have  gone  into  here? 
A  nation  of  home  owners  is  a  better  nation.  The  man  who  sits  on 
t^#' porch  that  he  owns  is  not  going  to  become  a  Bolshevik. 

Mr.  Martiex.  That  has  been  very  forcibly  brought  oTit  in  Balti- 
r^iore.  In  talking  with  heads  of  the  various  employment  bureaus  of 
»'»•'  industries,  they  have  laid  stress  upon  the  effect  that  the  home 
'••uiHror  that  type  of  lal)or  that  he  represents  has  in  their  industries; 
'  i»iv  is  not  the  same  labor  turnover;  the  man  is  decidedly  more  sat- 
'•*jt-«|  and  stable,  and  he  will  not  be  led  into  socialism,  and  it  gives  a 
■'  ^tiiii.-tlv  lietter  class  of  citizenship. 

Tht»  (^iiAiKMAX.  What  do  vou  think  of  the  advisabilitv  of  the  citv 
••r  Slate  iroinir  into  the  business  of  loaning  numey  on  bond  and  mort- 
::«tsref 

Mr.  Martiex.  1  do  not  think  it  is  a  proi)er  medium.  Senator.  So 
^r  as  Baltimore  is  concerned,  we  have  to-day  the  properly  function- 
.:.:!  UhHps.  and  if  they  can  l)e  placed  in  a  position  so  that  their  funds 
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are  available  for  homes  to  the  home  buyers,  they  understand  the 
methods,  they  understand  the  whole  question,  and  I  do  not  feel  that 
it  is  wise  in  any  sense  for  either  the  city  or  the  State  in  the  sense  of 
a  competitor  even  to  such  properly  functioning  bodies. 

The  Chairman.  A  bill  has  been  introduced  in  Congress  exempting 
from  taxation  tlie  income  on  mortgages  when  the  mortgage  is  not  to 
exceed  $40,000  in  tlie  hands  of  an  individual.  The  committee  limited 
the  amount  of  the  mortgage  to  be  issued  exempt  from  taxation,  the 
thought  being  that  if  they  left  it  unlimited  it  would  be  legislation 
reallv  in  the  interest  of  the  lender.  What  do  you  think  of  a  measure 
of  that  kind  ? 

Mr.  Martien.  If  j'ou  exempt  for  a  limited  degrfee  the  funds  in- 
vested in  mortgages,  I  believe  it  is  possibly  desirable.  It  would 
make  that  much  more  money  available  for  home-buying  purposes. 

The  Chairman.  It  would  atttact  the  savings  of  the  farmer,  the 
workingman,  the  business  men  of  small  means,  and  everybody  else  ? 

Mr.  AIartien.  Yes;  it  would.  But  my  own  judgment  is  that  such 
a  bill  should  be  very  cautiously  framed.  It  should  not  have  too 
great  latitude.  I  am  not  partial  to  tax  exemptions.  I  think  all  of 
us  should  bear  our  fair  share  of  taxation. 

The  Chairman.  That  is  the  trouble  with  the  excess-profit  tax — 
that  the  rich  man  puts  his  money  into  tax-exempt  securities.  I  agree 
with  Senator  Kenyon  and  others  that  it  is  a  very  dangerous  thing  to 
extend. 

Mr.  Martien.  I  think  so.  ' 

The  Chairman.  But  the  question  is  whether  in  this  serious  situa- 
tion we  should  not  do  it  to  a  limited  degree.  Is  there  anything  else 
that  you  care  to  say  to  the  committee  ? 

Mr.  Martien.  I  think  not.  Senator.  I  think  that  covers  that 
phase  of  the  matter. 

The  Chairman.  Thank  you,  sir.  Now,  is  the  building  inspector 
here  ? 

STATEMENT  OF  MR.  I.  F.  CROWTHER,  DTSPECTOR  OF  BUILDINGS, 

BALTIMORE,  MB. 

The  Chairman.  Mr.  Crowther,  you  are  the  building  inspector  of 
the  city  of  Baltimore? 

Mr.  Ckowther.  Yes,  sir. 

The  Chairman.  And  you  issue  permits  for  everybody  who  desires 
to  erect  a  building  here? 

Mr.  Crowther.  Yes,  Fir. 

The  Chairman.  And  you  keep  a  record  of  those  permits? 

Mr.  Cro^\ther.  Yes,  sir. 

The  Chairman.  And  you  supervise  the  construction  of  buildings? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  Do  you  have  charge  of  the  plumbing  inspection, 
too,  of  the  buildings? 

Mr.  Crowther.  No,  sir;  that  is  under  the  health  department. 

The  Chairman.  Do  you  keep  a  record  of  the  nimiber  of  pennits 
issued  ( 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  And  when  they  start  and  when  they  are  completed?' 
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Mr.  Crowther.  Yes,  sir. 

The  Chairman.  Do  you  give  a  certificate  of  occupancy  before  it 
ran  he  occupied  ? 

Mr.  Crowther.  Xo,  sir^  tliat  is  not  required  in  Baltimore. 

The  Chairman.  That  was  not  required  in  New  York  until  quite 
mently;  but  I  think  it  is  a  splendid  thing  to  do:  Does  the  State 
iiiakp  your  building  laws  or  the  council  ? 

Mr.  Crowther.  The  council. 

The  Chairman.  I  think  you  would  strengthen  your  building  laws 
ij  iirviit  deal  if  you  would  have  them  amend  yoiH*  code  to  provide  for  a 
irrtiHcate  of  occupancy.  I  just  give  you  that  for  what  it  may  be 
^\  Mrth,  as  a  man  of  some  experience ;  and  then  before  they  could  occupy 
t!u-  huilding,  you  would  have  to  give  them  a  certificate  that  they  had 

•  •'rnj»lied  with  every  portion  of  your  law  and  your  ordinance;  that 
if  ilicy  di<l  not  you  could  have  them  put  out  of  the  building. 

-Mr.  Crowther.  I  will  think  that  over.  Senator. 

The  Chairman.  Do  you  give  a  permit  for  all  classes  of  houses, 
iiu  hiding  tenement  houses? 

.Mr.  Croavther.  Yes. 

The  t'nAiRMAN.  Do  you  have  a  tenement-house  department? 

Mr. 'Crowther.  Yes,  sir. 

The  Chairman.  Do  they  have  inspection,  too,  over  the  tenement 
l.>ti^<*s  while  they  are  in  the  course  of  construction? 

Mr.  Crowther.  Yes,  sir. 

rhe  Ciiair31an.  Can  you  tell  the  committee  the  number  of  per- 
v.\x<  for  dwelling  houses  and  the  number  of  families  that  occupy 
t.i**  dwelling  houses  that  have  been  given  during  the  last  several 

.Mr.  C*rowther.  I  have  it  before  me  for  the  seven  months  of  this 
;-ir.  anti  the  corresponding  months  of  last  year — 1919.  That  is  as 
f  !r  as  I  have  it  here. 

Die  Chairman.  What  do  those  figures  show? 

Mr.  Crowther.  In  1920,  so  far  this  year,  we  issued  1,784  permits 
f«r  dwellings. 

I'he  Chairman.  Would  that  mean  1,734  families?  Have  von  a 
r»-t,rd  to  show  whether  those  buildings  are  occupied  by  more  than 
•••  ♦•  family^ 

Afr.  Crowther.  1  do  not  see  it  tabulated  here,  but  those  are  princi- 

•  ."v  for  one  family.  Now,  in  the  corresponding  months  of  last  year 
*♦•  .s-iued  2.342  j^rmits,  showing  608  less  this  year  than  in  the  cor- 
r  -{HindinfT  months  of  last  year;  but  the  total  cost  is  about  $1,700,000 
r   *t^  tliis  yean  notwithstanding  that  we  had  about  608  houses  less. 

I'lie  Chairman.  W  hat  is  the  total  cost  of  the  i)ermits  granted  for 
.  *-t  yeari 
Mr.  Crowther.  For  the  seven  months,  $6,011,000,  and  so  far  this 

•  ••  r.  for  seven  months,  $7,864,000. 

Ihr  (^hairman.  So  that  you  have  al)Out  one-third  less  in  volume 

*  year  i 

Mr.  Cbjowthkb.  Yes. 

n>e  Chairman.  And  about  one-eighth  more  in  cost? 

Mr.  CwiwTHWL  Yes. 

The  Chairman.  Or  one-seventh  more  in  cost? 
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,    >  i'>x  <ii\     Xow,  these  are  figures  taken  i.om  the 

\  V'    ilwavs  allow  about  20  per  cent  for  undervaliia- 

«  vv     .1  .lie  rijjcures  that  were  taken  from  the  applications. 

.X*  .\,    I  hut  is  the  value  that  the  builders  place  upon 

^  vv  u  liit.K.   \e^:  but  we  generally  add  about  20  per  cent  t^ 

,l.v  vo.Ni.     It  runs  about  20  per  cent  undervaluation. 

.  \  uM  \s.  Have  many  permits  been  granted  during  the  past 

vucuiout  houses  here  or  apartment  houses?     Do  you  call 

..v'uu'iii  houses"? 

\i'     V  !»v'\\  lUKK.  Apartment  houses.     There  have  only  been  about 

'   u   vuviuMAN.  During  this  entire  year? 

Mi.  (s  Kv»\\  ruKR.  Yes,  sir. 

1  lu'  v'u.viKMAN.  To  what  do  you  attribute  the  falling  off  in  con- 
i...viipa  here,  inspector? 

\li.  (  Ui>WTUEK.  Well,  we  have  so  much  trouble  getting  materials 
pj.'  applies:  that  is  what  all  the  builders  tell  me.  I  have  had  ex- 
is  I  iiuio  myself  on  a  large  job — ^the  Cambridge.  My  firm  had  ojreat 
Julicidty  in  getting  the  steel — in  fact,  all  kinds  of  supplies.  There 
\\a    \K  rar  sliortage,  I  believe. 

Ihe   Chairman.  That  was  caused  by  a  lack  of  transportation 

t'iu  i lilies ^ 

Mr.  Ckowther.  A  lack  of  transportation;  yes,  sir;  principally. 

Iho  Chairman.  Now,  Mr.  Crowther,  in  your  judgment,  has  this 
Uu'k  of  transportation  tended  to  increase  the  cost  of  building  mate- 
rials < 

Mr.  Crowther.  I  believe  so.     They  claim  so— the  builders  claim  so. 

Ihe  Chairman.  And  a  building-material  yard  would  have  people 
bidding  for  the  building  material? 

Mr.  CRo^^^HER.  Yes. 

The  Chairman.  And  those  who  needed  it  the  most  would  pay  tlie 
highest  price? 

Air.  Crowther.  Yes. 

The  Chairman.  I  really  think  that  has  been  a  factor  in  the  high 
cost  of  material  this  year.  People  had  to  buy  what  they  called  spot 
nuiterial  at  once,  and  a  man  who  was  stuck  for  it  had  to  get  it 
wherever  and  at  whatever  price  he  could,  if  he  had  to  get  up  a  story 
or  to  get  a  roof  on,  or  perhaps  finish  up  to  a  certain  point  in  order 
to  get  a  payment;  and  then  I  think  you  will  agree  that  much  has 
been  added  to  the  cost  w^here  there  was  delay  in  the  delivery.  If 
building  material  flows  freely  the  building  goes  right  along,  out  if 
you  have  to  wait  a  week  for  your  iron,  and  lose  your  organization, 
and  then  get  another  organization  together  and  start  another  story, 
all  of  that  tends  to  increase  the  cost.     Do  you  not  agree  with  me? 

Mr.  Crowther.  Yes;  it  does. 

The  Chairman.  That  has  been  your  experience  as  a  builder,  has 
it  not  ? 

Mr.  Crowther.  Yes. 

The  Chairman.  You  told  the  committee  a  moment  ago  that  for  the 
fii-st  seven  months  of  last  year,  I  think,  that  2,300  building  permits 
were  granted? 

Mr.  Crowther.  Two  thousand  three  hundred  and  fortv-two;  ves. 
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The  Chairman.  Do  you  know  how  many  of  those  building  woiv. 
actuallv  started  and  completed  ? 

Mr.  Crowther.  No  ;  I  could  not  tell  you. 

The  Chairman.  Your  records  are  available,  are  they  not? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  You  keep  a  record  of  that,  do  you? 

Mr.  Cro^vther.  Yes. 

The  Chairman.  Do  you  know  how  many  of  the  permits  granted 
this  year — 1920 — have  been  started '( 

Mr.  Crowther.  No;  I  could  not  tell  j^ou  the  exact  number. 

The  Chairman.  My  information  is  that  a  preat  many  permits  have 
U»en  granted  this  year,  bdt  a  very  large  percentage  of  them  have 
nr>t  l>een  begun. 

Mr.  Crowther.  1  had  a  partv  only  last  week  who  wanted  us  to 
ivfund  the  money  on,  I  think  it  was,  about  20  houses.  They  had 
F>ai<l  for  the  |>ermits,  you  know,  and  they  wanted  us  to  refund  the 
money  that  they  had  paid,  because  they  were  not  going  ahead  with 
the  operation. 

The  Chairman.  Do  you  require  people  to  pay  for  a  permit  here  ? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  How  much ! 

Mr.  Crowther.  $10  for  the  first  ten  thousand,  and  a  dollar  a  thousand 
for  every  thousand  after  that.  Quite  a  number  of  large  corpora- 
tions are  building  here.  We  have  the  American  Sugar  Refinery; 
they  are  going  to  spend  between  six  and  eight  million  dollars  here ; 
they  are  working  on  that  plant  now.  The  Columbia  Graphophone 
( o.  will  spend  between  three  and  four  million  doUare;  and  the  Gen- 
<*ral  Electric  Co.  from  one  million  and  a  half  to  two  millions  of 
•iollars.  Then  we  have  quite  a  number  of  smaller  plants,  ranging 
from  $10,000  to  $200,000.    That  all  means  more  houses. 

The  Chairman.  How  long  have  you  been  a  building  inspector? 

Mr.  Crowther.  Only  four  months. 

The  Chairman.  You  came  in  with  the  new  mayor? 

Mr.  Crowther.  Yes,  sir. 

Tlu»  Chairman.  And  what  was  your  business  before  that? 

Mr.  Crowther.  A  builder. 

The  Chairman.  Were  you  a  contractor? 

.Mr.  Crowther.  I  superintended  building. 

Ihe  Chairman.  You  superintended  building? 

.Mr  Crowther.  Yes. 

Tlie  Chairman.  Have  vou  anv  sugsrestions  to  offer  to  the  com- 
'   itH*  that  you  think  would  be  helpful? 

Mr.  Ciw»u-ther.  Yes:  I  have.  I  thought  probably  if  I  would  give 
•'•M  %  ro\py  of  that  rbfttidinir  blue  prints  to  the  chairman] — I  thouirht 
»  tt  w<iuld  be  helpful  to  vou.  Senator.  That  shows  the  total  number 
■'  ''iiil'Mnirs. 

Mr.  Mii.iFR  Un\e  vou  had  manv  resideix^es  altered  from  residcn- 
*    I  |»iinKr*^s  to  other  purposes? 

Mr.  Cii»»wther.  Very  few. 

Tlir  (^hairman.  F>om  resi(len<o<;  to  offices,  for  instanci*^ 

Mr.  MnxFR.  And  to  places  of  amtisement  or  places  of  that  sort? 

Mr  Crowther.  Moving-picture  places — we  hne  two  now  boini; 
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The  Chairman.  That  is  all,  Mr.  Crowthei\    Thank  you,  sir. 

Mr.  Crowther.  Thank  yoiu  Senator. 

The  Chairman.  Is  Mr.  Homer  in  the  room? 

(No  response.) 

Mr.  Wagner. 

STATEMENT    OF   HEEBEET   A.    WAGNEE,    FEESISENT    CONSOU- 
DATED  GAS,  ELEGTEIG  LIGHT  &  POWEE  CO.,  OF  BALTIMOBE, 

MD. 

The  Chairman.  Mr.  Wagner,  you  are  the  president,  I  believe,  of 
the  Consolidated  Gas,  Electric  Light  &  Power  Co.,  of  Baltimore? 

Mr.  Wagner.  Yes,  Senator,  I  wish  to  appear  before  the  committee 
not  so  much  to  discuss  the  housing  question  and  the  need  of  addi- 
tional houses  in  Baltimore  as  to  ask  for  full  consideration  of  the  fun- 
damental factors  which  bring  that  n^ed  about.  The  principal  factor 
which  is  bringing  about  the  need  for  additional  housing  facilities  in 
Baltimore,  as  in  many  other  cities,  is  the  business  prosperitj' — ^the 
growing  business  prosperity  of  the  city;  and  it  is  of  fundamental 
importance  to  maintain  that  prosperity  and  to  do  nothing  which 
would  hamper  the  in«lustrial  interests  and  the  business  inteivsts  of 
Baltimore,  on  which  the  life  of  the  city  depends. 

I  have  particular  reference  to  the  question  of  transportation  and 
the  car  shortage  which  is  facing  this  community,  a«  all  other  com- 
munities throughout  the  country,  and  particularly  the  shortage  of 
open-top  cars  for  the  transportation  of  coal  and  building  materials. 

I  underatand  that  a  recent  order  of  the  Interstate  Commerce  Com- 
mission— Order  No.  9,  I  think  it  is,  and  another  order,  Xo.  VA — 
have  been  protested  against  for  the  reason  that  those  orders  assign 
for  a  period  all  open-top  car  equipment  for  the  transportation  of 
coal,  and  that  is  undoubtedly  hampering  those  who  are  dependent 
upon  the  transportation  of  building  material  in  their  business.  AVliile 
it  must  be  recognized  that  the  transportation  of  building  material 
is  of  great  importance,  it  would  appear  that  the  transportation  of 
coal  was  of  prime  importance — of  greater  importance — in  order  that 
the  community  may  not  be  deprived  of  the  means  of  earning  a 
livelihood  by  employment  in  industry  and  business  in  general,  nor  of 
the  necessary  comforts  in  the  home  in  the  way  of  coal  supply,  and  for 
keeping  the  wheels  of  industry  turning,  and  for  supplying  street- 
railway  service  and  gas  and  electricity. 

I  represent  the  gas  and  electric  company  here,  which  is  supplying 
not  only  gas  and  electricity  for  domestic  use  but  for  90  per  cent  of 
the  industries  and  the  businesses  of  Baltimore.  Like  similai^  com- 
panies in  other  cities,  we  have  had  great  difficulty  in  getting  coal. 
We  have  at  no  time  in  the  last  four  or  five  months  had  over  one 
week's  supply  of  coal  on  hand,  and  the  difficulty  of  obtaining  coal 
at  any  price  has  been  increasingly  great ;  and  the  possibility  of  get- 
ting coal  delivered  by  the  mine  operators  under  contracts  have  been 
almost  out  of  the  question  until  some  six  weeks  ago,  when  the  Inter- 
state Commerce  Commission  issued  an  order  which  gave  public  utili- 
ties, next  to  the  steam  railroads,  priority  in  the  assignment  of  coal 
cars  at  the  mines.  That  was  an  amendment  of  an  order  assigning 
for  a  period  all  open-top  car  equipment  to  the  coal  mines.    What 
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was  of  most  importance  to  this  community  and  to  other  cities  was 
that  the  public  utilities,  upon  which  the  public  is  so  dependent, 
sjhould  be  kept  running,  and  should  have  at  leust  the  amount  of  coal 
necessary  to  keep  them  runninp:  from  day  to  day. 

The  Ohaikman.  Are  you  getting  a  better  supply  noAv? 

Mr.  Wagner.  We  are  getting  a  very  much  better  supply  of  coal 
since  the  Interstate  Commerce  Commission  issued  that  priority  order. 

The  Chairmax.  Do  you  lay  aside  during  the  summer  months  the 
surplus  for  the  winter? 

Mr.  Wagner,  We  endeavor  to,  and  we  are  prepared  to,  and  at  very 
^reat  expense  we  have  provided  coal-storage  and  coal-handling  fa- 
cilities for  that  purpose.  We  have  a  storage  capacity  of  some  two 
months'  supply  of  coal. 

The  Chairman.  Have  you  any  coal  laid  up  for  the  winter  now? 

Mr.  Wagner.  We  have  seven  clays'  supply — about  eight  days'  sup- 
ply of  coal  on  hand  to-day. 

The  Chairman.  You  being  near  the  coal  fields,  is  it  not  very  easy 
for  vou  to  get  a  supply  of  coal  all  the  j^ear  round? 

Afr.  Wagner.  We  are  subject  to  about  the  same  danger  of  inter- 
ruption in  our  supply  as  almost  any  other  city  along  the  Atlantic 
'•oast — at  least  any  city  south  of  Boston.  We  are  some  '200  miles 
fn)m  the  mines  from  which  we  must  get  our  supplyr  That  coal 
<oines  to  the  piers  at  Baltimore  and  is  dumped  over  those  piers  onto 
scows,  and  hauled  some  distance  through  the  harbor  here,  and  under 
storm  conditions — particularly  during  the  winter  storms  often  inter- 
fere with  the  transportation  both  on  the  railroads  and  particularly 
hy  water. 

The  Chairman.  What  are  your  coal  requirements  for  your  com- 
panies? 

Mr.  Wagner.  About  from  250,000  to  300,000  tons.  We  have  a 
water-power  supply  on  which  we  depend  for  about  50  per  cent  of 
our  power. 

The  Chairman.  Is  it  your  practice  to  contract  for  your  require- 

Mr.  Wagner.  It  has  been  our  practice  in  the  past  to  contract  from 
}»*:ir  to  vear  for  at  least  a  year's  supply. 
The  Chairman.  At  what  time  of  year  do  you  make  your  contracts? 
Mr.  Waoner.  Usually  in  the  spring.    Last  April  we  sent  out  let- 
ters lo  some  40  coal  operators,  asking  for  bids  for  a  year's  supply  of 
"il.    We  have  not  received  one  bid  so  far.    We  have  some  contracts 
"K  <'h  are  still  running,  but  tliey  are  only  for  a  small  part  of  our 
•'.f'Tily. 

I  he  Cn\iRMAX.  So  you  had  to  go  out  this  year  and  buy  nearly  all 
^  your  «vml  in  the  spot  market  i 

Mr.  Wa<ineil  We  have  nad  to  buy  spot  coal,  and  until  we  were 

'.♦-  to  «ret  this  car  assignment  from  the  Interstate  Commerce  Copi- 

•    ->*»ii  WM  continued  to  do  that;  but  under  that  plan  we  have  boon 

-  1*1  jk^t   coal   from  the  mining  c<mipanies  at   fairly  reasonable 

»*-.  tjuder  the  prevailing  conditions,  and  a  sufllcient  supply.    We 

f  ^iilii-ient  coal  runninir  now  and  have  had  for  the  last  two  or 


.':je  Chairman.  What  are  you  paying  for  coal  now? 
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Mr.  Wagner.  We  are  paying  on  an  average,  delivered,  about  $6.77. 
That  includes  about  $2  for  freight. 

The  Chairman.  That  looks  like  $4  at  the  mines  ? 

Mr.  AVagner.  It  is  about  $4.75  at  the  mines.    That  is,  a  short  ton. 

The  Chairman.  I  have  been  informed  that  the  mining  operators 
here  in  this  country  are  selling  coal  to  Canada  for  less  than  $3  at  the 
mines.    Have  you  heard  of  that? 

Mr.  Wagner.  I  have  not  heard,  on  any  authority,  at  what  price 
they  are  selling  their  coal  to  other  people. 

The  Chairman.  You  were  not  able  this  spring'  to  make  a  definite 
contract  for  your  year's  needs? 

Mr.  Wagner.  No  ;  we  were  not.  Even  on  a  cost-plus  basis  we  were 
not  able  to  do  so. 

The  Chairman.  We  have  given  some  attention  to  this  subject,  1 
might  say. 

Mr.  Wagner.  I  imderstood  you  had. 

The  Chairman.  And  the  mine  operators  recently  told  us  that  the 
reason  New  England  was  short  of  coal  was  because  New  England  had 
neglected  to  make  contracts  for  a  supply  of  coal.  Now,  you  have  tried 
to  make  contracts  with  the  operators,  but  they  have  not  been  willing 
to  do  it? 

Mr.  Wagner.  No. 

The  Chairman.  Do  vou  think  the  exroit  of  coal  has  affected  the 
price  of  coal  to  the  American  consumer? 

Mr.  Wagner.  I  think  it  has,  undoubtedly.  I  am  informed  that 
there  are  at  present,  in  round  figures,  over  5,000  cars  of  coal  hehl 
for  export. 

Senator  Kenyon.  Do  you  know  anything  about  the  prices  of  that 
coal  ? 

Mr.  Wagner.  At  prices  from  $11  to  $12  a  ton  here  and  iip  as 
high  as  $20  a  ton.  We  can  nbt  get  that  coal  at  any  price.  They 
will  not  sell  it  to  us. 

Senator  Kenyon.  Where  is  that  coal  going? 

Mr.  Wagner.  That  I  do  not  know,  but  the  yards  are  congested 
here  with  coal  for  export,  and  the  industries  in  Baltimore  can  not 
get  it.  Theie  is  an  embargo  on  the  port.  We  can  not  get  any 
coal  without  a  special  permit,  and  we  can  only  get  it  because  we  are 
a  public  utility,  apparently:  and  there  is  an  embargo  on  the  port 
because  there  is  such  a  congestion  of  cars  at  the  piers  here  that  they 
can  not  move  them,  and  yet  the  Baltimore  industries  can  not  get 
their  coal;  it  is  being  held  by  speculators  and  exporters  at  a  price  at 
wliich  they  are  apparently  afraid  to  sell  to  domestic  users. 

Senator  Kenyon.  Is  there  any  altruistic  motive  in  that,  to  help 
our  brothers  across  the  sea  with  this  coal  at  those  high  prices,  or 
is  it  purely  speculative  ? 

Mr.  Wagner.  I  think  there  should  be  some  such  feeling,  but  I 
do  not  know  just  what  is  in  the  minds  of  these  men  who  are  hoM- 
ing  this  coal  at  such  high  prices. 

Senator  Kenyox.  Do  you  know  how  many  tons  have  been  exported 
out  of  this  country  in  the  last  year? 

Mr.  Wagner.  I  have  not  any  information  on  that:  no. 

Senator  Kenyon.  You  do  not  tliink,  however,  that  our  altrui>ni 
should  go  to  the  extent  of  shipping  our  coal  abroad  even  if  we  have 
to  close  our  own  industries  here? 
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Mr.  Wagner.  I  think  that  is  going  pretty  far  with  altruism.  They 
sny.  "Charity  boorins  at  home."  . 

The  Chairman.  Do  you  believe  that  our  brothers  abroad  will  feel 
\ery  kindly  toward  us  wlien  we  are  making  them  pay  $30  to  $40  a 
(on  for  coal  ? 

Mr.  Wagner.  I  should  not  think  so. 

Senator  Kenyon.  Under  this  new  plan  of  turning  over  part  of  our 
jitFairs  to  he  run  by  the  world  at  large  we  must  do  that,  must  we 
n<»t.  even  with  coal  1 

Mr.  Wagner.  Well,  you  are  asking  for  an  interpretation  of  tiie 
league  of  Nations  plan.  I  am  hardly  competent  to  express  an 
opinion  on  that. 

Senator  Kenyon.  Well,  it  is  getting  to  be  pretty  nearly  time  that 
we  nay  some  attention  to  the  United  States,  is  it  not  ? 

Mr.  Wagner.  It  would  seem  so  to  me,  Senator.  I  know  our  indus- 
tries have  been  suffering  for  the  past  year. 

Senator  Kenyon.  And  about  22,000,000  tons  have  gone  abroad,  as 
I  understand  it,  of  bituminous  coal. 

.Mr.  Wagner.  I  am  of  the  opinion  that  if  there  were  some  limita- 
tion placed  upon  the  price  of  coal,  both  for  domestic  and  export  use, 
the  matter  of  exports  would  probably  settle  itself.  It  is  largely  be- 
c^itise  a  higher  price  can  be  obtained  for  export  that  the  domestic 
niirket  is  suffering. 

N?nator  Kenyon.  And  railroad  cars  are,  of  course,  being  used  in 
t!  Jt  traffic,  and  that  factor  enters  into  the  situation? 

Mr.  Wacjner.  Yes. 

SMiator  Kenyon.  And  a  diminution  of  that  traffic  woultl  release  a 
^■'"-jf*  number  of  coal  curs? 

Mr.  Wac;xer.  Cars  are  being  used  for  storage  of  coal  which  should 
'•'  k«'pt  sfoinff  back  and  forth. 

Tiie  Chairman.  And  they  can  afford  to  pay  that  storage  rate  when 
?'.»'.  are  creiting  $11  and  $12  for  the  coal  at  the  mines? 

Mr.  Waoxer.  And  particularly  when  they  can  get  it,  as  they  have 
r*-  vntly  recon.'^igned  a  number  of  times,  and  every  reconsignment 
'  rr  MS  a  t?<»uj)le  of  days'  free  storage  with  it. 

Tl»i'  Chairman.  The  Ediscm  P^lectric  Light  Co.  at  New  York  the 
"'•T  flay  informed  our  committee  that  the  needs  of  the  public  utili- 
t  '•-  amund  New  York  per  annum  total  about  5,000.000  tons,  and  that 
*'-'  had  lK*en  compelled  to  buy  about  one-third  of  that  in  the  spot 
t.    'set.  although  they  had  c(mtracts  for  all  of  that  coal. 

Mr.  Wagxer.  Yes:  I  am  familiar  with  the  Xew  York  situation. 

lie  Chairman.  One  witness  explained  that  the  practice  seemed  to 
^«  I'l.nX  where  A  had  a  contract  with  X,  X  would  find  it  impossible 
*    *'|>ply  A'<  needs;  so  A  wa.^-  compelled  to  buy  from  W;  while  B, 

•»  had  ft  contract  with  W,  could  not  get  his  needs  supplied  and 
"'J*,  to  X  for  sfKit  coal. 

^Ir.  W.u;xi:r-  That  seems  to  be  the  game. 
^  11»H  Chairman.  A  kind  of  flim-flam  proposition,  it  seems  to  ine. 
J    •  »:ri«M|  the  president  of  the  operators'  association  that  if  he  <li(l  not 
' '  i  a  way  to  .stop  that,  that  Congress  would  when  it  meets  in  Decem- 

'  The  whole  thing  seems  to  me  to  be  somethiiijr  tlint  the  Depart- 
■  '  f  of  Justi<  e  sluiiild  lake  hold  of.  although  I  do  not  know  wliether 
'  -V  aiuld  untler  Federal  statute. 
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Mr.  Wagner.  Apparently  the  way  to  stop  it  is  to  fix  a  inttximum 
price  or  a  jimximum  rate  of  profit  on  coal,  and  then  the  natural  law 
of  supi)ly  and  demand  would  settle  the  rest  of  it  quite  easily,  I  think. 

Senator  Kenyon.  Do  you  think  we  can  fix  a  rate  of  pront  on  coal? 
If  you  are  p:oing  to  fix  a  rate  of  profit  on  coal,  then  will  you  not  ?o 
further  and  fix  a  rate  of  profit  on  iron  and  steel? 

Mr.  Wagner.  That  would  seem  to  be  a  lo<rical  conclusion,  except 
for  the  fact  that  the  people  of  this  country  are  more  dependent  upon 
coal  perhaps  than  any  other  commodity. 

Senator  Kenyon.  Well,  what  about  food  and  provisions? 

Mr.  Wagner.  Coal  is  perhaps  more  important  for  the  community 
than  any  other  commodity,  except  food  products. 

Senator  Kenyon.  Can  we  fix  a  rate  of  profit  on  food  products? 

The  Chairman.  Is  it  a  fact  th^t  these  immense  foreign  shipments 
have  utilized  our  transportation  facilities  to  such  an  extent  that  we 
are  unable  to  supply  our  home  needs  ? 

Mr.  Wagner.  There  certainly  is  not  enough  coal  to-day  to  supply 
the  home  needs,  with  the  short-car  supply  that  there  is  to  carry  tlie 
coal  from  the  mines  to  the  ports.  Apparently  we  have  plenty  oi 
mine  capacity  and  probably  labor  enough,  but  there  are  not  cars 
enough,  and  consequently  somebody  gets  squeezed. 

The  Chairman.  A  witness  the  other  day  before  our  committee, 
Mr.  Storrow,  New  England,  stated  that  the  high  prices  paid  for  these 
exports  of  coal  were  reflected  in  the  spot  price  here  to  such  an  extent 
that  he  believed  the  ^\jnerican  people  to-day  were  paying  about 
$300,000,000  a  year  more  for  their  coal  supply  than  they  otherwise 
would. 

Mr.  Wagner.  It  is  practically  all  on  account  of  the  foreign  demand 
that  the  price  here  is  so  high ;  yes. 

The  Chairman.  He  told  us  that  England  had  fixed  the  amoimt  of 
coal  to  be  exported ;  that  she  had  reduced  her  exports  from,  I  think, 
7,000,000  tons  to  2,000,000  tons,  and  had  fixed  an  export  price  as  well 
as  the  domestic  price,  so  as  to  control  her  coal  output.  I  agree  with 
Senator  Kenyon  that  it  is  a  pretty  dangerous  thing  to  fix  the  price 
either  on  a  commodity  or  on  tne  profit  to  be  realized  on  a  commodity, 
but  something  has  got  to  be  done  with  this  coal  situation,  both  in  the 
interest  of  the  public  utilities  and  the  interest  of  American  industry. 

Senator  Kenyon.  And  in  the  interest  of  the  people,  too ;  they  have 
got  to  have  coal  to  keep  them  from  freezing  to  death. 

Mr.  Miller.  And  is  not  the  question  of  price  mixed  up  with  the 

?uestion  of  cars?  If  we  had  an  ample  supply  of  transportation 
acilities  the  law  of  supply  and  demand  would  take  care  of  all  this? 

Mr.  Wagner.  I  think  there  is  no  doubt  about  that. 

Mr.  Miliar.  Therefore,  there  being  the  shortage  of  cars,  there 
would  seem  to  be  a  necessity  of  doing  one  of  two  things,  either  sup- 
plving  the  cars  necessary  or  regulating  the  price. 

'Mr.  Wagner.  T  think  the  price  could  be  regulated  somewhat  more 
quickly  than  the  cars  could  be  supplied ;  but  it  is  the  fact  that  there 
are  not  enough  to  supply  both  the  domestic  and  the  foreign  demand. 

Mr.  Miller.  You  mean  that  there  are  not  enough  transportation 
facilities 

Mr.  Wagner.  Yes. 
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Mr.  Miller.  But  there  is  plenty  of  coal  ? 

ilr.  Wagner.  Apparently,  but  not  enough  transportation;  and 
consequently  that  results  in  an  inflated  price  and  an  unequal  dis- 
tribution of  coal. 

Mr.  Miller.  Have  you  heard  it  said  that  at  the  present  time  there 
are  5,000  cars  of  coal  held  up  in  transit  ? 

Mr.  Wagner.  1  understand  that,  roughly,  in  and  around  the  Curtis 
Bay  section  here  and  on  the  sidings  leading  to  Curtis  Bay  tliere  are 
some  5,000  or  more  cars  standing  that  are  feing  held  for  export  and 
bunker  coaL 

Mr.  Miller.  And  that  is  what  is  blocking  the  ports  to-day. 

Mr.  Wagner.  Yes ;  that  is  what  is  apparently  blocking  the  ports. 

Mr.  Miller.  How  many  idle  steamers  are  in  the  port  waiting  for 
coal  because  of  this  blocking  1^ 

Mr.  Wagner.  I  understand  there  is  a  great  number,  but  I  do  not 
know  how  many. 

Mr.  Miller.  I  have  been  told  there  are  about  60. 

Senator  Kenton.  That  is,  in  this  port  here  ? 

Mr.  MnxER.  Yes. 

Senator  Kenton.  Waiting  for  coal  ? 

Mr.  Miller.  Yes ;  and  lying  blocked  out  as  far  as  Brunswick  with 
5,000  cars. 

ilr.  Wagner.  There  is  an  ample  supply  of  coal  right  here  in  the 
port  at  the  coal  piers  held  in  cars  to  supply  almost  all,  if  not  all  of 
those  ships ;  but  the  congestion  is  so  great,  and  there  is  such  a  large 
number  of  consispaees,  and  the  coal  is  so  mixed  up,  that  the  yards  are 
so  blocked  that  they  can  not  get  the  coal  out. 

Mr.  Miller.  It  is  not  a  physical  difficulty  in  handling  that  coal  at 
the  piers,  then ;  but  it  is  the  multiplicity  of  consignees  and  the  direc- 
tion of  the  cars? 

Mr.  Wagner.  I  presume  if  that  coal  were  all  pooled,  as  it  was  dur* 
ine  the  war,  with  the  Tidewater  Coal  Exchange,  that  that  congestion 
could  be  unraveled  in  comparatively  short  time — in  a  few  days. 

Senator  Kenton.  Could  you  give  us  the  names  of  any  of  the  ex- 
[M>rters  who  are  exporting  this  coal  ? 

Mr.  Wagner.  No  ;  I  am  not  informed  as  to  that.    ^ 

Senator  Kenton.  You  do  not  know  who  is  responsible  for  that? 

Mr,  Wagner.  No. 

Mr.  Miller.  Mr.  Daniel  Wenz  is  chairman  of  the  exporters'  com- 
mittee as  well  as  president  of  the  National  Coal  Association.  He  has 
'>^n  before  this  committee,  and  I  think  he  would  be  glad  to  come 
jnin  and  give  the  names  and  the  amounts  with  respect  to  the  ex- 
j**rt  situatimi. 

Senator  Kenton.  Did  he  give  the  names  of  those  exporters  before? 

Mr.  Miller*  No;  he  did  not. 

The  Chairman.  Is  there  anything  further,  Mr.  Wagner,  that  you 
'•  nk  would  be  helpful  to  the  committee  in  solving  this  problem? 

Mr.  Wagner.  Nothing  further.  Senator,  I  think. 

The  (*hatrman.  Thank  you,  sir. 

Mr.  Wagner.  I  thank  you,  Senator. 

T}te  Chairman.  Is  Mr.  Stackpole  in  the  room? 

»15— 21— VOL  1 21 
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STATEMENT  OF  HE.  STEPHEN  T.  STACKPOLE,  DIVISION  FREIGHT 
AGENT,  PENNSYLVANIA  BAUROAD  CO.,  BALTIHOKE,  HD. 

The  Chairman.  What  is  your  occupation,  Mr.  Stackpole? 

Mr.  Stackpole.  I  am  division  freight  agent  of  the  Pennsylvania 
Railroad  Co.  in  Baltimore. 

The  Chairman.  A  great  deal  of  coal  passes  over  your  line  into  this 
port  and  this  part  of  the  country,  does  it  not? 

Mr.  Stackpole.  Quite  a  good  deal ;  yes,  sir. 

The  Chairman.  What  other  railroad  lines  operate  here  besides 
yours  and  the  Baltimore  &  Ohio  Railroad  ? 

Mr.  Stackpole.  The  Western  Maryland. 

The  Chairman.  And  they  carry  a  good  deal  of  coal,  too? 

Mr.  Stackpole.  The  Western  Maryland  carries  a  great  deal  of 
coal ;  yes. 

The  Chairman.  For  export  ? 

Mr.  STACKinDLE.  They  are  carrying  some  coal  for  export  now,  but 
their  coal  pier  was  burned  last  year,  and  at  present  the  coal  that  they 
are  carrying  for  export  is  being  handled  for  them  by  the  Baltimore  & 
Ohio  Railroad. 

The  Chairman.  Do  you  carry  any  coal  for  export  ? 

Mr.  Stackpole.  Yes,  sir. 

The  Chairman.  What  about  the  statement  made  a  little  while 
ago  that  there  are  5,000  carloads  of  coal  held  up  in  this  part  of  the 
State  ? 

Mr.  Stackpoi^.  I  can  only  answer  for  the  Pennsylvania  Railroad. 
The  number  of  cars  at  Canton,  which  is  the  location  of  our  export 
pier,  is  somewhat  above  normal,  perhaps  a  hundred  cars,  and  we 
have  several  hundred  cai-s  en  route.  Our  coal  pier  has  a  capacity 
of  about  200  cars  a  day ;  that  is  about  what  we  have  been  running  for 
the  last  month.  In  order  to  keep  a  coal  pier  of  that  capacity  run- 
ning in  such  manner  as  not  to  delajr  the  ships,  and  get  the  entire  effi- 
ciency of  the  pier,  you  must  have  on  hand  from  eight  hundred  to  a 
thousand  cars  of  coal  from  which  to  draw.  The  particular  difficulty 
at  present  is  that  there  is  en  route  a  large  amount  of  coal  moving  to- 
New  England,  for  which  there  has  not  been  proper  vessel  provision 
made.  There  are  31  vessels  waiting  in  Baltimore  Harbor  to  dock  at 
the  Canton  coalpier;  but  as  far  as  I  can  learn  none  of  those  is  as- 
signed for  New  England  cargo. 

Mr.  Miller.  I  understood  you  to  say  that  3'ou  require  about  four 
times  the  number  of  cars  for  the  capacity  of  the  pier. 

Mr.  Stackpole.  Yes. 

Mr.  Miller.  That  is  about  800  cars  for  a  200-hundred  car  pier? 

Mr.  Stackpole.  Yes. 

Mr.  Miller.  Have  you  any  idea  as  to  the  capjacity  of  the  piers  at 
Hampton  Roads?    It  is  about  a  4,000-car  proposition,  is  it  not? 

Mr.  Stackpole.  Well,  you  understand  that  when  I  say  200  cars,  1 
am  referring  to  the  average  daily  dumping  over  the  pier.  I  think 
tliat  Hampton  Roads  can  dump  about — which  pier  do  you  refer  to  at 
Hampton  Roads? 

Mr.  Miller.  I  refer  to  the  pier  capacity  there  in  the  aggre^te — 
all  of  them.  I  understood  that  those  piers  had  a  dumping  capacity  of 
about  4,000  cars. 
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Mr.  Stackpole.  Per  day  ? 

Mr.  Miller.  Yes. 

Mr.  Stackpole.  I  should  say  it  would  be  nearer  2,000. 

Mr.  Miller.  Two  thousand  a  day? 

Mr.  Staci^pole.  That  would  be  a  maximum. 

Mr.  Miller.  I  understood  that  they  did  not  require  more  than 
alK)iit  4,000  cars  to  keep  that  pier  running  efficiently? 

Mr.  Stackpole.  You  mean  4,000  cars  on  track? 

Mr.  Miller.  Yes.  * 

Mr,  Stackpole.  In  the  case  of  the  Virginian  Railroad,  it  might  be 
possible  for  them  to  run  on  a  very  limited  supply,  because  they  run 
their  trains  in  solid  blocks  from  the  mines  to  the  piers,  and  back 
ajrain,  using  practically  only  their  own  equipment.  Their  road  is  not 
lil(Hked  by  otner  freight  to  any  extent,  or  by  passenger  trains. 

Mr.  Miller.  Well,  according  to  your  ratio,  it  would  require  16,000 
'.'irs  at  Hampton  Roads,  which,  of  course,  would  be  out  of  the  ques- 
tion. . 

Mr.  Stackpole.  That  is,  if  they  can  dump  4,000  cars  there  a  day; 
I'ut  I  feel  quite  sure  that  the  figiire  there,  for  the  combined  piers,  is 
not  over  2,000,  because  the  Baltimore  &  Ohio  pier  here  can  only  go 
nU>ut  6(K)  cars  a  day,  and  that  is  about  as  fast  a  pier  as  there  is  any- 
\\  here. 

Mr.  Miller.  Your  two  piers  here  can  handle  about  800  cars  a  day — 
yours  and  the  Baltimore  &  Ohio  together? 

.Mr.  Stackpole.  Yes. 

Mr.  Miller.  And  they  require  about  3,200  cars  on  rails  to  serve 
them  ? 

Mr.  Stackpole.  They  should  have  that  many ;  yes,  sir. 

Mr.  MiLt£R.  And  on  that  basis,  if  the  piers  at  Hampton  Roads 
hare  a  capacity  of  2,000  tons,  then  they  would  require  8,000  cars  to 
vrve  them  if  it  were  not  for  the  fact  that  their  cars  come  in  solid 
trainloads,  while  yours  come  with  other  freight? 

Mr.  Stackpole.  Oh,  our  coal  all  comes  here  in  solid  trains.  I 
^\>h  to  emphasize  the  fact  that  the  Virginian  Railroad  handles 
almost  exclusively  coal  traffic — a  continuous  succession  of  trains  of 
"'.il.  and  solid  trains  of  empty  cars  going  back  in  the  same  service 
all  the  time. 

Mr.  Miller.  I  was  trying  to  get  at  some  explanation  for  the  con- 
'vijtration  of  coal  cars  in  this  Baltimore  district,  which  is  entirely 
"wt  of  proportion  for  the  dumping  capacity  of  the  piers,  or  appar- 
»T  Mv  out  of  proportion. 

ifr.  Stackpole.  In  further  explanation  of  that  is  the  fact  that 
ti^Tfial  is  still  coming  down  here  in  pools,  as  during  the  war.  Cer- 
t.i:r.  concerns  have  left  the  pools  and  are  shipping  outside  of  the 
I'M. Is;  but  the  last  record  I  have  of  the  shipment  through  Baltimore 
^vw>  that  still  85  per  cent  of  the  coal  going  over  our  piers  is  being 
1  TiiNNl  in  the  pools.  There  are  about  10  active  pools.  I  should 
•  V.  In  order  to  serve  a  boat  that  is  going  to  take  pool  No.  34,  for 
[•Mnr-e,  you  have  got  to  have  enough  coal  of  that  pool  to  supply 
*'  't  lioat :  and  in  order  to  serve  a  Ijoat  that  is  going  to  follow  right 
afti»r  that  boat  you  must  have  on  hand  enough  coal  for  her  of  what- 
•er  pool  she  may  require.    In  other  words,  in  order  to  serve  three 
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or  four  boats  coming  in  rapid  succession  you  have  got  to  have  a  good 
supply  of  coal  in  all  the  four  pools. 

Mr.  Miller.  Do  you  have  any  trouble  with  the'  transportation 
from  the  West  Virgmia  fields  down  to  these  piers? 

Mr.  Stackpole.  I  could  not  answer  as  to  that,  as  practically  no 
West  Virginia  coal  comes  for  our  piers. 

Mr.  MiLLEH.  Where  does  your  coal  come  from? 

Mr.  Stackpole.  The  Pennsylvania  fields. 

Mr.  Miller.  A  complaint  has  reached  the  committee  as  to  the  de- 
lay in  getting  coal  down — ^some  2,000  cars  taking  some  30  daj^s  to  get 
down. 

Mr.  Stackpole.  That  was  from  the  West  Virginia  fields? 

Mr.  Miller.  Perhaps  my  memory  does  not  serve  me  accurately. 

Mr.  Stackpole.  I  could  not  answer  as  to  that  unless  I  knew  the 
details  of  the  specific  case. 

Mr.  Miller.  How  long  does  it  take  to  get  the  coal  from  the  Penn- 
sylvania fields  to  the  docks  on  your  line  now  ? 

Mr.  Stackpole.  That  varies.  We  are  having  cars  come  through  in 
three  or  four  days,  and  some  cars  are  taking  three  or  four  times  that 
long. 

Mr.  Miller.  How  long  does  it  take  under  favorable  conditions? 

Mr.  Stackpole.  I  should  say  that  our  average  time  coming  down 
for  the  piers  would  be  about  six  days,  under  the  best  conditions. 

The  Chairman.  Mr.  Stackpole,  what  proportion  of  the  coal  com- 
ing over  your  line  to  Baltimore  is  for  export? 

Mr.  Stackpole.  I  should  say  about  50  per  cent. 

The  Chairman.  And  where  does  the  rest  of  it  go  ? 

Mr.  Stackpole.  Quite  a  proportion  of  that  g|oes  to  scows  for  har- 
oor  work.  By  "  harbor  work  ^  I  mean  deliveries  for  concerns  such 
as  the  Consolidated  Gas  &  Electric  Co.,  or  to  the  copper  works ;  and 
a  certain  proportion  goes  to  the  Betnlehem  Steel  Co.  and  about 
fifteen  or  twenty  thousand  tons  a  month  for  the  retail  dealers,  both 
anthracite  and  oituminous. 

The  Chairman.  In  this  locality? 

Mr.  Stackpole.  Yes,  sir;  ana  for  various  other  manufacturers 

here. 
The  Chairman.  Is  the  coal  coming  in  over  your  lines  for  shipment 

to  New  England  by  water  ? 

Mr.  Stackpole.  We  have  handled  practically  none  of  that  coal  up 
to  date.  We  have  now,  as  I  stated,  quite  a  good  many  cars  on  the 
road,  and  we  have  about  a  trainload  here. 

The  Chairman.  Are  you  handling  more  coal  for  export  than  ever 

before? 

Mr.  Stackpole.  I  think  that  this  year  we  will  handle  more 
through  Baltimore  than  ever  before :  yes,  sir. 

The  Chairman.  Do  you  know  wnether  or  not  all  of  this  export 
coal  is  what  is  usually  termed  spot  coal  ? 

Mr.  Stackpole.  I  do  not  know.  I  think  that  a  great  portion  of 
it  is  on  contract,  but  I  do  not  know. 

The  Chairman.  That  is  not  in  your  line  of  duty  ? 

Mr.  Stackpole.  No  ;  that  is  not  in  my  department,  sir. 

The  Chairman.  Have  you  had  any  complaints  from  men  who  de- 
sired building  material  of  having  a  shortage  in  their  shipments  ? 
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Mr.  Stackpole.  Yes ;  we  have  had  a  good  deal  of  complaint  in  the 
l&st  three  or  four  months  in  regard  to  cement  and  some  complaint  in 
re^rd  to  sand« 

The  Chairman.  Have  you  anything  to  offer  the  committee  that  you 
think  would  be  helpful  in  this  situation? 

Mr.  STACKPOI4B.  There  are  one  or  two  points  that  I  would  like  to 
mention  in  regard  to  the  car  situation.  As  far  as  Baltimore  is  con- 
cerned, the  question  of  shorta^  in  sand  or  a  shortage  in  cement  has 
not  been  due  to  congestion  oi  our  facilities  here.  We  have  been  in 
position  to  handle  freight  into  Baltimore,  the  only  exceptions  being 
daring  the  time  of  the  strike  in  April  and  during  tne  time  of  the  diffi- 
culty m  July.  Tlie  trouble  has  been  in  getting  cars.  It  is  permissible 
for  shippers  to  use  open-top  cars  for  sand  at  present,  but  it  must  be 
ilone  in  the  direction  of  the  mines.  That  is  merely  a  practical  re- 
striction. 

The  Chaibman.  Is  much  sand  and  gravel  brought  into  Baltimore^ 
or  is  it  available  he;re — I  mean  by  rail! 

Mr.  Stackpole.  Sand  and  gravel  is  supplied  in  both  ways  here — 
both  by  sand  taken  from  the  bottom  of  the  river  or  the  harbor  or  bay, 
some  of  which  is  taken  directly  bv  scow  to  the  place  where  it  is  used, 
and  there  is  hauled  in  cars  from  the  docks.  There  is  also  quite  a  good 
(leal  of  sand  available  from  pits  between  here  and  Washington  and 
between  here  and  Havre  de  Grace. 

The  CuAiRMAN.  I  think  that  is  all,  Mr.  Stackpole. 

Senator  Kbnton.  Is  there  any  interstate  coal  oeing  exported  from 
here? 

^Ir.  Stackpole.  No,  sir. 

Senator  EIenton.  It  is  entirely  bituminous  coal? 

Mr.  Stackpole.  Yes,  sir. 

Senator  Kenton.  How  long  a  haul  is  it  for  the  coal  from  Penn- 
^Tlvania  here? 

Mr.  Stackpole.  About  200  miles. 

Senator  Kenton.  And  you  say  that  takes  six  days? 

Mr.  Stackpole.  That  is  the  average  from  the  date  of  loading.  That 
I  b^ke  of  as  a  normal  movement. 

Nenator  Kenton.  Two  hundred  miles  in  six  dajrs? 

Mr.  Stackpole.  Yes ;  that  is,  from  the  date  of  snipment  tod  the  de- 
livery. 

Senator  Kxnton.  That  is  all. 

The  C'liAfRMAX.  Thank  you,  Mr.  Stackpole.  Now,  is  Mr.  Gallo- 
way in  the  room? 

STATEXEHT  OF  MB.  CHABLES  W.  OAIXOWAY,  VICE  PRESIDENT 
DT  CHABOE  OF  OPEBATIONS  AND  MAINTENANCE,  BALTIMOBE 
«  OHIO  BAUBOAD  CO.,  BALTIMOBE,  MD. 

I  he  Chairman.  Mr.  Galloway,  do  you  know  anything  about  the 
"•  'ti'inent  that  there  are  5,000  coal  cars  on  sidings  between  here  and 
Hn;nswick*  in  this  particular  part  of  the  State? 

Mr.  Gau/)wat.  Do  I  know  about  that  i 

1  h<>  (.*iiAiBMAX.  Yes. 

Mr.  ^rAUUowAT.  Yes,  sir. 

The  CiiAiRMAK.  Well,  is  that  so? 
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Mr.  Galloway.  Yes,  sir. 

The  Chairman.  What  is  the  cause  of  that? 

Mr.  Galloway.  Well,  there  are  several  causes.  In  the  first  place, 
the  railroads  in  every  direction  j^ou  go  are  able  to  move  ud  the  busi- 
ness faster  than  the  consignees  can  or  do  dispose  of  it.  The  bulk  of 
that  coal  is  intended  for  Curtis  Bay.  The  baltimore  &  Ohio  Rail- 
road dumps  coal  not  only  for  its  own  railroad,  but  it  di^mps  it  for 
the  Western  Maryland  pending  the  reconstruction  of  their  pier, 
which  was  destroyed  by  fire.  Now,  that  coal  is  divided  into  pools 
operated  under  the  Tidewater  Coal  Exchange.  There  are,  as  1  re- 
member, 23  in  the  pool  and  19  out  of  the  pool.  The  matching  of 
coal  is  a  thing  that  does  hold  up  the  dumping  of  coal — ^the  high  and 
the  low  volatfle  coal  and  the  coal  of  various  grades  sold  under  various 
B.  t.  u.  specifications,  etc.,  trade-marks,  and  whatever  else  they  might 
have  in  that  way  has  to  be  considered  in  matching  up  the  coal  to 
meet  those  vessels.  We  have  had  for  Curtis  Bay  and  at  Curtis  Bay 
and  in  transit  for  dumping  over  Curtis  Bay,  10  days  ago,  7,100  loads 
of  coal.  There  have  been  from  65  to  65  ships  in  this  harbor  waiting 
for  coal 

Senator  Ken  yon  (interposing) .    Where  were  they  jgoing  to  take  it  ? 

Mr.  Galloway.  That  I  do  not  know.  A  lot  of  it  that  has  been 
sent  has  been  for  foreign  ports,  for  export.  There  is  a  special  order 
on  New  England  coal,  and  that  moves  rather  freely  now. 

Senator  Ken  yon.  What  is  that  special  order? 

Mr.  Galloway.  Well,  it  is  to  take  care  of  the  New  England  rail- 
road situation  and  the  public  utilities — a  special  order  of  the  com- 
mission. 

Senator  Kenyon.  What  is  that  special  order? 

Mr.  Galloway.  Well,  it  is  to  take  care  of  the  New  England  rail- 
road situation  and  the  public  utilities — a  special  order  of  the  com- 
mission. It  is  called,  as  I  recall  it,  S.  O.  11.  A  more  liberal  pooling 
of  coal  or  a  more  flexible  system  of  pooling  coal  would,  of  course, 
reduce  th^  number  of  car6  under  load.  That  is  a  question  entirely 
beyond  the  control  of  the  railroad,  however.  The  railroad's  busi- 
ness is  to  move  the  coal  up,  but  it  does  not  permit  coal  to  be  loaded 
except  on  specific  permits  that  contemplate  some  ready  disposition 
of  it.  There  has  also  been  added  to  the  accumulation  a  large  number 
of  cars — I  would  say,  offhand,  approximately  some  1,200  or  1.400 
cars — that  have  been  shipped  by  unscrupulous  coal  operators,  who 
have  gotten  some  of  that  coal  through  on  fake  permits,  who  have 
ordered  coal  shipped  to  Curtis  Bay^  on  permits  that  were  intended 
for  Port  Richmond,  and  on  permit  numoers  that  were  canceled  on 
Port  Richmond.  It  has  been  a  very  difficult  job  for  us  to  police  those 
permits;  and  on  account  of  the  difficulties  we  have  experienced,  we 
have  recently  installed  a  plan  that  requires  the  person  desiring  a  per- 
mit to  state  where  the  coal  is  to  be  loaded  and  to  whom  it  is  consigned, 
the  name  of  the  boat,  a  copy  of  the  charter  party  to  be  filed  with  us, 
and  an  agreement  that  they  will  report  to  us  from  day  to  day  the 
number  of  cars  loaded  at  each  mine  each  day,  and  by  that  method 
we  hope  to  control  this  fake  shipment  situation  that  has  bothered 
us  and  the  practice  of  shipping  beyond  the  embargoes  or  in  violation 
of  embargoes. 
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We  already  have  suspended  two  mines  from  shipping  because  of 
unfair  methods  of  that  sort,  and  we  are  preparecl  to  suspend  any 
others  who  may  practice  it,  if  we  can  catch  them,  and  we  thmk  under 
this  plan  we  will  be  able  to  catch  them.  We  also  think  that  under 
this  plan  we  will  be  able  to  reduce  the  number  of  cars  of  coal  under 
load  for  transshipment  over  our  piers. 

The  Chairman.  Is  the  number  of  cars  in  this  part  of  the  State 
now  an  uiftisually  lar^e  number? 

Mr.  Galloway.  Well,  taking  the  eastern  situation  as  a  whole,  the 
number  is  abnormal;  but  that  is  not  entirely  due  to  the  particular 
situation  I  have  just  described.  For  instance,  the  so-called  Shippens- 
burg  or  Harrisburg  route,  through  Martinsburg  and  Cherry  Kun, 
has  been  congested  on  account  of  overshipment  to  Port  Richmond, 
which  is  a  Reading;  delivery,  and  that  was  very  seriously  disturbed 
bv  a  very  bad  freight  wreck  that  the  Reading  had  on  the  Lebanon 
Valley  on  Friday,  which  tied  them  up  for  nearly  24  hours  and  prac- 
tically closed  that  route  for  that  length  of  time,  which  meant  that 
2,000*  cars  were  stopped  that  would  have  moved  through  in  that 
24-hoar  period ;  so  that  situation  has  been  disturbed  by  that  accident 
and  made  a  little  worse  than  it  would  have  been  otherwise. 

Senator  Kenton.  Can  you  give  us  any  idea  how  long  these  5,000 
cars  have  been  here  ? 

Mr.  Galloway.  No  ;  I  could  not.  I  could  not  tell  you  in  detail  how 
long  they  have  been  here.  The  average  detention  by  consignees  in 
the  pool  at  the  tidewater  port  is  about  1.2  days.  The  average  deten- 
tion by  those  outside  of  the  pool  is  about  1.8  days. 

Mr.'MiLLER.  Does  that  include  the  cars  that  are  on  the  line  between 
here  and  Brunswick? 

Mr.  Galloway.  No  ;  that  includes  the  cars  that  are  at  the  port 

ilr.  Miller.  Then,  how  much  would  you  add  for  the  cars  that  are 
waiting  to  get  in? 

Mr.  Galloway.  That  would  depend,  because  they  are  being  picked 
out  and  set  off,  and  it  would  recjuire  a  computation  on  each  car  num- 
U^r.  the  date  shipped,  and  the  time  that  elapsed  until  it  was  dumped, 
to  get  that  information.    That  would  be  a  pretty  big  job. 

Mr.  Miller.  But,  in  general,  you  have  an  intuition  about  it,  I  have 
no  doubt? 
•Mr.  Galloway.  Well,  I  would  not  like  to  say  offhand. 

Senator  Kenyon.  Is  there  a  large  number  oi  cars  between  here  and 
Brunswick  f 

Mr.  Galloway.  Between  here  and  Brunswick? 

.^nator  Kekyon.  Yes. 

Mr.  Galloway.  Well,  there  are  to-day,  not  between  here  and 
Rnin«5wick  but  between  here  and  the  mines  about  3,2(K)  cars,  exclusive 
'.f  i.»>»^,  or  approximately  2,000,  that  were  here  this  morning. 

The  CiiAiRM.iN.  From  your  testimony,  Mr.  Galloway,  evidently 
;.<•!;  are  struggling  with  this  problem,  and  it  is  a  difficult  one,  and  if 
"^^^  can  do  anything  to  help  you  we  are  willing  to  do  it.  We  feel  that 
V  .•  <iituation  has  retarded  industry  generally,  and  we  know  that  you 
i:--  ^niggling  to  get  out  of  it.  Now, let  nie  ask  you  your  opinion  us  to 
.i'W  long  it  will  be  before  we  will  have  things  running  normally 
4::ain  in  the  delivery  of  merchandise  generally  throughout  the 
"^ontryt 
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Mr.  Galloway.  I  should  say  that  there  has  been  a  very  rapid 
improvement  in  general  conditions,  and  I  wish  to  repeat — and  I  do 
not  refer  particularly  to  coal,  but  I  refer  to  every  character  of  freight 
that  the  railroads  haul — about  10  days  ago  I  came  back  from  a  trip 
of  three  weeks  over  the  road,  taking  in  Pittsburgh,  Cleveland,  To- 
ledo, Detroit,  Chicago,  Cincinnati,  Columbus,  Da^on,  and  all  of  the 
intermediate  territory,  and  looking  generally  into  the  transportation 
conditions,  making  inquiry  as  to  why  these  cars  were  held.*  The  con- 
signees can  not  unload  them;  that  would  be  almost  invariably  the 
answer.  "  Well,  what  is  the  trouble  ?  "  And  they  would  answer,  **  La- 
bor troubles  "  or  "  Insufficiency  of  labor."  "  Wiell,  why  do  they  ship 
them  ?  "  "  Well,  we  have  got  an  embargo  on  them."  We  have  had 
instances  where  one  concern  that  buys  rags  for  paper  would  go  all 
around  the  country  and  buy  up  two  or  three  hundred  carloads  of  rags 
for  shipment  in  box  cars,  not  on  our  railroad,  but  anwhere  they 
could  get  them,  and  they  would  ship  them  in,  notwithstanding  the 
fact  that  they  knew  they  could  only  discharge  about  25  cars  a  dSy. 

The  result  was  that  we  would  have  about  two  or  three  hundred 
cars  on  our  hands,  blocking  our  facilities  and  tying  up  cars.  We  had 
a  lot  of  trouble  about  that,  and  we  finally  put  a  very  tight  embargo 
on  them  and  limited  them  to  permits  for  what  they  could  dispose  oi; 
but  in  spite  of  that  we  can  not  control  all  of  them,  because  there  are 
shippers  who  will  get  in  a  few  cars  and  who  can  not  or  do  not  have 
them  unloaded  promptly  for  some  reason  or  other.  Now,  that  congests 
your  facilities  and  makes  you  hold  back.  As  an  illustration,  take  a 
steam  track  yard,  like  our  Dayton  yard,  that  will  hold  approximately 
a  hundred  cars ;  you  will  set  that  track  full,  say,  last  night,  and  yoii 
ought  to  be  able  to  go  in  there  and  pull  that  entire  track  of  cars 
unloaded  by  to-night,  but  you  can  only  pull  out  about  20  per  cent, 
in  fact.  In  other  words,  only  20  per  cent  of  that  setting  has  been 
unloaded.  It  will  take  a  switching  crew  all  night  to  reset  that  yard. 
Now,  that  is  a  situation  for  which  the  railroad  is  not  responsible^ 
but  the  effect  is  to  hold  back  on  the  current  movement  and  to  keep 
you  from  getting  your  maximum  benefit  from  your  facilities.  The 
time  that  they  consume  in  unloading  those  cars,  of  course,  varies.  In 
the  case  of  the  fellow  who  does  business  in  his  hat  and  gets  a  refriger- 
ator car  in  and  peddles  the  fruit  out  of  it,  he  may  take,  4,  5,  6,  8,  or 
even  10  days  to  unload  it.  The  commission  now  has  up  the  auesti#ri 
of  putting"  a  very  stiff  demurrage  charge  on  such  cars,  ana  likely 
within  a  tew  days  we  will  have  an  order  to  do  that  to  overcome  that 
trouble.    There  is  considerable  of  that  in  spots. 

The  Chaikman.  What  do  you  think  with  regard  to  the  export  of 
coal,  with  rcvspect  to  its  effect  upon  the  general  coal  situation  in  the 
country  ? 

Mr.  (talix)way.  The  effect  upon  what  ? 

The  Chairman.  The  general  coal  situation  throughout  the  cx)untry. 

Mr.  Ctalix)way.  Well,  there  is  very  little  export  coal  moving  now, 
because  we  an  not  pennitting  it.  I  do  not  like  to  put  my  iuogment 
against  the  country,  but  I  am  of  the  opinion,  from  what  1  can  see 
and  my  connection  with  the  Baltimore  &  Ohio  Railroad,  that  there  is 
a  lot  of  coal  everywhere,  but  perhaps  there  is  something  faulty  in  the 
distribution.  In  other  words,  from  my  viewpoint,  as  a  railroad  man, 
I  can  not  see  the  justification  for  approximately  1,600  to  2,000  cars 
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of  coal  that  are  at  Pier  18,  Jersey  City,  and  half  that  number  moving 
to  it;  approximately  a  thousand  at  Arlinjijton,  at  our  New  York  piers, 
and  as  much  more  moving  to  them ;  and  five  or  six  thousand  loads  at 
and  en  route  to  Port  Richmond,  and  the  same  at  and  en  route  to  Curtis 
Bay,  and  about  half  that  quantity  at  and  en  route  to  Port  Heading. 
When  I  name  those  five  ports,  I  name  ports  that  are  more  or  less 
served  from  the  mines  loading  on  the  Baltimore  &  Ohio. 

Now,  in  my  judgment,  there  is  something  about  the  distribution  ol 
that  coal  that  might  be  improved  upon,  that  would  make  it  go  further 
and  go  faster,  and  would  greatly  improve  the  supplv  of  cars  avail- 
able lor  distribution  to  the  mines.  We  can  load  at  the  mines  on  the 
Baltimore  &  Ohio  between  4,500  and  5,000  cars  of  coal  a  day,  and  we 
have  placed  for  loading  to-day  about  3,100  cars. 

Now,  the  question  of  a  more  flexible  disposition  of  coal  through 
the  pool  involves  several  factors :  In  the  first  place,  the  grading — 
whether  it  is  a  high  or  low  volatile  coal — and  the  price.  In  my  ef- 
forts to  try  to  force  a  more  liberal  disposition  or  a  more  flexible  pool- 
ing, I  have  been  informed  that  one  of  the  obstacles  to  that  is  the  price. 
I  have  been  told  that  some  of  that  coal  was  bought  for  $4.50  and 
Mime  for  $8  and  some  for  $13  and  some  for  $18  a  ton.  Now,  it  is 
pretty  hard  to  take  a  man's  coal,  where  he  paid  $18  a  ton  for  it,  and 
throw  it  into  a  boat  for  the  account  of  a  man  who  bought  coal  at  $4.50 
or  even  at  $7  or  $8  a  ton.    That  has  a  bearing  on  the  pooling. 

Mr.  MiixEiL  May  I  inquire  to  whose  advantage  is  the  inflexibility 
in  pooling,  if  not  to  the  advantage  of  the  man  who  wants  to  sell  his 
<  oal  at  a  verv  high  price  ? 

Mr.  Galloway.  I  do  not  know  that  I  am  clear  on  that  question. 

Mr.  Miller.  Who  originated  the  system  of  this  inflexible  pooling? 

Mr.  Gallowat.  Weft,  it  was  not  originated  as  an  inflexible  pool. 
That  Is  merely  a  term  that  I  have  given  to  it. 

Mr.  Miller.  I  understand  that ;  but  it  is  growing  to  be  very  in- 
fl«*xjble,  and  it  is  handicapping  transportation.  Now,  what  au- 
thority originated  it  ? 

Mr.  Gallowat.  The  coal  pools  are  very  desirable  things,  properly 
^mducted.  If  you  could  have  all  coal  of  a  field  considered  the 
^me  coal  in  one  pool,  with  the  possible  exception  of  such  mines  as 
•io  not  prepare  the  coal,  or  fields  from  which  you  can  not  get  good 
'*««K  you  would  have  a  verjr  different  story,  provided,  of  course,  you 
'?!'!  not  have  that  competitive  price,  which  is  the  result  of  bidding 
f'»r  the  rda!  in  the  field.  Where  it  is  mined  on  open  orders,  I  am 
i"M  they  hid  for  it  in  the  field.  Under  Special  Order  No.  11,  which 
i^  tiie  Jfew  England  order,  they  started  in  to  offer,  as  I  recall,  or 
**  I  urn  informed,  about  $4.  They  finallv  went  to  $8.50  a  ton,  and 
■i.'i  not  get  the  coal,  notwithstanding  tne  fact  that  there  was  a 
l-rinritv  on  that  coal  that  would  have  enabled  it  to  move  f  reelv,  if  it 
w  i*  mined  and  there  were  boats  prepared  to  take  it. 

Mr.  MiLiJOt.  Why  did  they  not  get  it  ? 

Mr  Gaixoway.  The  price. 

ilr.  Miller*  Mr.  Wentz  has  testified  that  that  order  would  make  a 
'•ivers  market  by  absolutely  delivering  the  coal  to  New  England 
'*f«>re  other  coal  was  delivered. 

Mr.  (tAijjowAT.  I  do  not  understand  that  that  order  has  anv  effect 
■■•n  the  price*  That  order  simply  provides  that  if  vou  have  l)ought 
'^•iK  find  you  will  specify,  the  mines  from  which  tliat  coal  is  to  be 
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shipped,  cars  under  priority  will  be  supplied  at  that  mine  regardless 
of  any  other  order,  and  in  preference  to  all  other  orders,  and  not 
counted.  In  other  words,  assuming  that  New  England  requires  250 
cars  a  day,  250  cars  will  be  placed  at  the  mines  loading  that  coal 
before  anything  else  is  done,  and  they  come  out  of  the  general  ac- 
count ;  but  that  coal  must  first  be  bought  by  those  for  whom  it  is  in- 
tended— and  for  quite  a  while  it  was  not  bought.  Now,  as  I  say, 
they  have  commenced  to  get  some  coal.  I  do  not  know  what  they 
are  pajung  for  it. 

Mr.  Miller.  By  whose  authority  could  the  pool  be  made  less  in- 
flexible ? 

Mr.  (jalloway.  Well,  we  have  been  endeavoring  to  get  the  23  pools 
in  the  tidewater  exchange  reduced  to  7.    That  is  under  way  now. 

Mr.  M11.LER.  Has  the  Interstate  Commerce  Commission  authority 
to  do  that  ? 

Mr.  Galloway.  I  do  not  understand  that  they  have,  although  I 
would  not  care  to  attempt  to  qualify  as  an  expert  on  that  question. 
The  Interstate  Commerce  Commission — I  would  say  that  their  pres- 
ent authority  would  enable  them  to  do  a  great  many  things  to  bring 
about  an  improvement  in  the  situation. 

Mr.  Miller.  Then,  the  inflexibility  of  these  pools  is  partly  the 
cause  for  the  5,000  cars  being  in  and  around  this  port  to-day? 

Mr.  Galloway.  Yes;  I  would  say,  practically,  to  a  great  extent. 
There  is  a  difference  of  opinion  expressed  by  coal  operators  as  to 
the  effect  of  having  a  pool  and  not  having  a  pool.  It  has  been  my 
personal  view  that  a  pool,  properly  operated,  with  everybodv  in  it, 
is  a  verv  desirable  thing;  and,  as  an  illustration,  assuming  that  the 
price  of  coal  has  some  bearing;  we  will  say  that  there  are  a  thou- 
sand cars  of  coal  that  stand  here  for  two  weeks,  just  for  the  sake  of 
ar^ment.  If  that  coal  were  pooled  and  unallotted  at  the  rate  of 
300  or  400  a  dav,  sax.  those  cars  would  be  at  the  mines  and  readv  to 
be  loaded  back  again,  and  the  greater  number  in  the  accumulation, 
the  more  trips  they  wouH  make.  It  seems  to  me  that  that  is  a  reason- 
able assumption,  and  that  there  is  a  loss  both  to  the  shipper  who  does 
mine  coal  and  to  others  who  are  in  need  of  cars  by  having  these 
accumulations. 

Mr.  Miller.  The  chairman  has  asked  you  about  the  curbing  of 
exports,  and  you  answered  by  stating  that  you  believed  that  better 
means  of  distribution  would  afford  relief,  which  is,  of  course,  cor- 
rect. Now,  if  exports  were  curbed,  would  it  not  take  away  the  in- 
centive for  these  complications  in  pooling  that  exist  to-day — 23 
pools — and  make  possible  the  7  pools  that  you  suggest?  In  other 
words,  is  it  not,  after  all,  the  financial  incentive  in  the  export  of  coal 
that  brings  about  these  23  pools  and  ties  up  the  cars? 

Mr.  GALiiOWAY.  The  financial  incentive  had  no  bearing  on  the 
creation  of  the  pool,  but  I  have  been  informed  that  the  high  prices 
paid  for  export  coal  have  been  the  incentive  to  ship  export  in  prefer- 
ence to  other  directions,  but,  so  far  as  either  destination  or  any  desti- 
nation that  the  coal  may  go  to,  it  had  no  bearing  on  the  creation  nor 
the  perpetuation  of  the  pool. 

Mr.  MiLij^.R.  Did  you  say  that,  in  your  belief,  about  1,400  cars 
were  held  up  for  illegitimate  purposes? 

Mr.  Galloway.  I  did  not  say  "  illegitimate  purposes."  What  I 
said  was  this,  that  out  of  the  total  number  approximately  that 
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number  of  loads  had  gotten  through  by  shipments  dn  violation  of 
embargoes  and  by  shipments  on  what  we  term  ''  fake  permits." 

Mr.  Miller.  Contrary  to  the  general  purpose  of  the  plan  ? 

Mr.  Galloway.  Yes. 

Mr.  Miller.  How  long  are  those  cars  held  at  the  tenninals  waiting 
for  a  sale  of  the  coal  at  the  high  prices? 

Mr.  Galloway.  T  could  not  tell  you  about  those  specific  cars.  I 
only  recall  one  case  where  some  coal  got  in  here  about  a  month  ago, 
and  we  were  informed  that  it  was  being  held  for  high  prices,  and  we 
;rftve  a  pretty  broad  suggestion  to  the  fellow  who  Had  that  coal  and 
they  made  very  prompt  disposition  of  it;  but  that  is  only  hearsay — 
about  what  the  prices  were.  He  did  not  offer  to  sell  it  to  us.  The 
only  time  we  do  develop  how  much  is  being  paid  for  coal  is  when 
x\e  confiscate  some  of  it,  and  we  have  had  it  billed  to  us  as  high  as 
$13  a  ton.  In  fact,  we  have  gotten  some  bills  that  we  are  wrangling 
over  at  $13  a  ton,  and  I  do  not  know  whether  we  will  pay  them  or  not. 

Senator  Kenyon.  Our  Italian  friends  are  paying  more  than  that, 
4ire  they  not? 

Mr.  ( jalix)Way.  Yes ;  I  believe  so.  There  has  been  keen  competition 
on  real.  They  get  into  the  field  and  they  bid  for  it.  They  bid  for 
It  just  as  thev  would  for  a  house  or  any  other  thing. 

Senator  KTenyon.  And  they  bid  most  any  price  ? 

Mr.  Galijoway.  Yes. 

Senator  Kenyox.  There  has  been  a  sort  of  wild  era  of  speculation 
in  coal,   has  there  not,  that  has  brought  this  situation  about? 

Mr.  Galloway.  There  have  been  a  number  of  views  advanced  about 
<'oaL  I  was  talking  to  one  man  who  was  the  vice  president  of  the 
Pittsburgh  Coal  Co. — Mr.  Walsh — who  was  in  my  office  about  a 
month  ago,  and  he  told  me  the  Pittsburgh  Coal  Co.  did  not  intend 
to  sell  any  coal  at  more  than  $3.50  a  ton. 

The  Chairman.  At  the  mine? 

Mr.  GALiiOWAY.  Yes. 

Senator  Kexyon.  And  he  could  make  a  good  profit  at  that? 

Mr.  Galloway.  Well,  he  seemed  to  think  so — and  he  is  a  pretty 
jr^xxl-sdzed  shipper  of  coal. 

The  CiL\iR3iAX.  We  have  been  informed  that  the  Canadians  are 
i'uving  coal  for  about  that  price. 

Mr  Miller.  The  committee  received  a  letter  vesterday,  Mr.  Chair- 
Jiian.  from  a  mine  operator — who  mined  a  million  and  a  half  tons 
tije  first  six  months  of  the  year,  which  he  sold  at  the  average  price 
"f  Vi  20,  and  for  the  month  of  July  at  the  average  price  of  $»*181. 

Senator  Kexyon.  Is  a  good  deal  of  this  coal  going  to  Canada? 

Mr.  Galu>way.  Yes,  the  (irand  Trunk  owns  a  mine  on  the  (irand 
l-^ink  Division  in  Ohio,  and  thev  operate  their  own  cars  between 
j'.-  mine  and  the  lake.  The  Canadian  Pacific  also  has  a  mine.  They 
-*^iA  their  cars  here  fnmi  Canada  so  as  not  to  disturb  the  supply  in 
tl.»  States,  and  those  cars  run  in  that  trade.  We  have  the  permis- 
-.  'H  of  the  (irand  Trunk  to  load  them  back  with  ore.    In  other  words 

>  coming  out  of  Lorraine,  where  these  cars  are  dumped  at  the  lake 
friiiii,  we  loa<l  them  back  to  the  furnaces  in  the  Bellaire  district, 
"^Ki/^h  is  in  line  with  the  mines.  We  do  the  same  with  some  of  the 
( inadian  Pacific  cars. 
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Senator  Kej^yon.  Canada  has  to  have  coal  right  along,  does  she 
not? 

Mr.  Galloway.  It  seems  so.  They  have  been  buying  coal  off  our 
road  a  great  many  years.  The  Grand  Trunk  bought  coal  in  the  Ohio 
field,  I  guess,  as  long  as  10  years  ago,  before  they  bought  this  oper- 
ation. 

Senator  Kenton.  If  Canada  is  going  to  stop  the  shipment  of  print 
paper  to  this  country,  or  wood  pulp,  we  might  answer  that  by  stop- 
ping our  shipments  oi  coal. 

Mr.  Galloway.  Well,  I  do  not  know  about  that ;  but  I  would  say 
that  if  the  Grand  Trunk  and  the  Canadian  Pacific  withdrew  their 
cars  from  that  assigned  service,  and  we  had  to  throw  in  the  available 
cars  that  we  have  for  pro  rata  distribution  to  those  mines  which 
could  find  a  ready  market  in  any  direction  for  coal,  we  would  simply 
reduce  to  that  extent  the  number  of  cars  now  available  for  distriou- 
tion  to  our  mines.  I  do  not  know  that  that  would  be  a  good  thing, 
because  we  need  all  the  cars  we  can  get. 

Senator  Kenyon.  The  problem  is  full  of  difficulties. 

Mr.  Galloway.  Yes,  sir. 

The  Chairman.  Thank  you,  Mr.  Galloway. 

Mr.  Galloway.  Not  at  all.  Senator. 

The  Chairman.  Now,  Mr.  Homer.  • 

STATEMENT  OF  MS.  CHARLES  G.  HOHEE,  JB.,  PRESIDENT,  SAV- 
INGS BANK  OF  BALTIMORE  AND  SECOND  NATIONAL  BANK, 
BALTIMORE,  MD. 

The  Chairman.  Mr.  Homer,  what  are  the  total  deposits  in  your 
savings  banks  ? 

Mr.  Homer.  Forty-two  and  a  half  million  dollars  at  the  present 
time. 

The  Chairman.  How  is  that  money  invested? 

Mr.  Homer.  It  is  invested  in  Liberty  bonds — about  $7,000,000 — in 
railroad  securities,  railroad  equipment  bonds,  public  utility  bonds, 
and  municipal  and  State  bonds,  and  in  mortgages. 

The  Chairman.  And  some  mortgages  on  real  estate? 

Mr.  Homer.  Yes ;  about  $4,000,000  in  mortgages. 

The  Chairman.  Only  $4,000,000? 

Mr.  Homer.  Yes. 

The  Chairman.  In  New  York  City  about  50  per  cent  of  the  total 
deposits  of  the  savings  banks  is  loaned  on  bond  and  mortgage. 

Mr.  Homer.  I  think  that  is  largely  due  to  the  fact  that  they  have 
restrictions  there  as  to  other  investments. 

Th'e  Chairman.  Do  you  find  that  it  is  more  profitable  to  invest 
your  money  in  other  securities? 

Mr.  Homer.  Well,  it  is  more  liquid,  except  in  these  times. 

The  Chairman.  Have  you  much  of  a  demand  upon  your  institu- 
tion for  loans  on  mortgaged  real  estate? 

Mr.  Homer.  Well,  at  times  we  do  have.  We  have  had  of  late.  We 
have  the  ground  rent  system  here,  and  under  the  charters  of  the  sav- 
ings banks,  they  can  only  lend  on  fee  simple  property,  or  property 
suDJect  to  a  nominal  ground  rent. 

'The  Chairman.  That  was  explained  to  us  this  morning  by  several 
witnesses.    What  are  the  total  deposits  of  your  national  bank? 
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Mr.  Homer.  The  Second  National  Bank? 

The  Chairman.  Yes. 

Mr.  Homer.  About  three  and  a  half  million  dollars. 

The  Chairman.  Your  bank  loans  money  to  the  building  and  loan 
associations  here? 

Mr.  Homer.  Yes. 

The  Chairman.  Just  explain  to  the  committee  how  those  loans  are 
made? 

Mr.  Homer.  The  loans  are  made  in  two  forms;  we  either  lend  to 
the  association,  on  the  indorsement  of  the  officers  or  directors,  or  we 
lend  by  taking  an  assignment  of  the  mortgage  as  security  tor  the 
loan. 

The  Chairman.  A  ^reat  deal  of  money  is  loaned  by  the  banks  of 
Baltimore  to  the  builmn^  and  loan  associations,  is  there  not? 

Mr.  Homer.  Yes;  we  have  a  very  good  sum  of  money  loaned  to 
building  and  loan  associations  here.  We  have  only  about  three  and 
a  half  million  dollars  on  deposit,  and  we  have  at  present  about  210,000 
loaned  to  building  and  loan  associations. 

The  Chairman.  What  rate  of  interest  do  you  charge  for  those 
loans? 

Mr.  Homer.  At  present,  6  per  cent. 

The  Chairman.  What  hav6  you  been  charging  in  the  past? 

Mr.  Homer.  Five  per  cent  and  five  and  a  half  per  cent. 

The  Chairman.  Are  those  loans  made  for  a  given  period,  or  sub- 
ject to  caUt 

Mr.  Homer.  In  some  cases  they  are  call  loans,  and  in  other  cases 
time  loans. 

The  Chairman.  Have  you  reduced  your  loans  of  late  to  the  build- 
i  n^  associations  ? 

Mr.  Homer.  No  ;  we  have  not.  I  believe  the  building  associations 
owe  us  more  money  now  than  ever  before. 

The  Chairman.  A  suggestion  was  made  this  morning  by  a  witness 
that  the  Federal  Reserve  Bank  here  in  this  district  had  advised  the 
banks  to  reduce  their  loans  to  the  building  and  loan  associations. 

Mr.  Homer.  I  am  a  director  of  the  branch  bank  here,  and  I  have 
not  heard  of  that. 

The  Chairman.  Then,  that  statement  is  not  correct  ? 

Mr.  Homer.  The  Federal  Reserve  Bank  at  Richmond,  and  also  the 
Kiltimore  branch,  have  advised  the  banks  to  cut  down  their  redis- 
< '  tunts,  and  to  lend  their  money  largely  to  lines  of  business  that  are 
'>-ential,  but  they  have  not  designated  which  lines  are  essential. 
1  :.«»v  have  left  that  to  the  judgment  of  the  individual  bank  executives. 

^f^.  MnxER.  Did  the  American  Bankers'  Association  make  a  re- 
^-rt,  at  the  request  of  the  Federal  Reserve  Board,  some  time  ago, 
r»»''viinmending  methods  of  curtailing  inflation? 

Mr.  Homer.  I  did  not  see  it,  if  they  did. 

Mr.  MiixER.  I  saw  it,  and  in  it  one  of  the  recommendations  was  to 
••'  'p  construction  for  four  months.   That  has  not  reached  your  notice  ? 

Mr.  Homer.  I  did  not  see  that  report :  no. 

Mr.  MtiXER.  I  wondered  if  it  had  had  any  influence  in  determining 

•  It  was  essential  and  what  was  nonessential  with  the  banks? 

Mr.  Homer.  The  bank  officer  is  undoubtedly  influenced  by  the  fact 

•  A  builfiing  association  paper  is  not  eligible  for  rediscount;  and 
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with  the  demand  that  we  have  for  money,  it  is  only  natural  that  they 
should  try  to  lend  to  concerns  whose  paper  woulcl  be  eligible  for  re- 
discount. 

The  Chairman.  I  thought  some  one  said  here  this  morning  that 
the  building  loan  paper  was  eligible  for  rediscount? 

Mr.  IIoMiiR.  No,  sir.  The  only  times  that  we  have  taken  any  build- 
ing association  paper  at  the  reserve  bank  was  where  they  have  put 
it  up  as  marginal  collateral.  We  have  accepted  in  those  cases  the  obli- 
gations of  building  associations  as  collateral,  but  they  have  not  been 
discounted. 

The  Chairman.  I  got  the  distinct  impression  this  morning  that  the 
building  and  loan  associations  were  not  receiving  discounts  from  the 
banks  that  they  formerly  obtained. 

Mr.  Homer.  I  have  seen  that  statement  repeatedly  in  the  news- 
papers, and  it  may  be  so  in  isolated  cases,  but  I  do  not  think  it  is  true 
as  a  general  proposition. 

The  Chairman.  And  that  that  was  caused  by  the  attitude  of  the 
Federal  reserve  bank  toward  that  sort  of  paper.  And  you  tell  us 
now  that  that  sort  of  paper  is  not  eligible  for  rediscount  i  " 

Mr.  Homer.  It  is  not ;  no,  sir. 

The  Chairman.  And  has  not  been? 

Mr.  Homer.  Xo,  sir. 

The  Chairman.  Now,  you  are  a  man  of  wide  experience  in  finan- 
cial affairs  in  this  city,  Mr.  Homer.  I^t  me  ask  you,  on  the  ques- 
tion of  Federal  action,  what  can  Congress  do  to  lielp  in  financing 
building:  operations  here  ? 

Mr.  Homer,  While  I  am  not  in  favor  of  the  bill  that  you  in- 
troduced  

The  Chairman  (interposing).  Which  one? 

Mr.  Homer.  The  one  about  making  the  bonds  of  building  asso- 
ciations or  companies  tax  exempt.  I  feel  that  there  could  be  some 
plan  worked  out  along  those  lines.  I  do  not  believe  in  making  any 
more  bonds  tax  exempt.  I  always  felt  that  it  was  a  mistake  to  make 
the  farm-loan  bonds  exempt.  I  thinJk  the  more  exemptions  you  have 
the  more  of  those  securities  come  in  competition  with  the  (lovern- 
ment's  securities  and  the  securities  of  the  States  and  municipalities, 
and  so  forth,  and  those  tax-exempt  bonds  help  the  rich  man  more 
than  they  do  anyone  else. 

The  0hair3ian.  Well,  I  quite  agree  with  you  in  that  line  of 
thought,  Mr.  Homer;  but  we  are  up  against  an  emergency,  appar- 
ently, and  relief  must  be  obtained.  The  other  day  Mr.  Otto  Kahn 
suggested — you  know  who  he  is? 

Mr.  Homer.  Yes ;  Kuhn,  Loeb  &  Co. 

The  Chairman.  Yes — that  while  he  did  not  believe  in  having  any 
more  tax-exempt  securities  issued,  and  explained  that  in  his  opinion 
there  were  over  $14,0(X) ,000,000  in  existence  now  in  tax-exempt  se- 
curities, and  that  the  rich  men  of  this  country  were  taking  advantas:e 
of  them,  nevertheless  in  an  emergency  something  might  have  to  be 
done.  He  said  he  might  even  go  so  lar  as  to  agree  that  a  limited 
amount  of  mortgages  might  be  exempt  from  taxation.  He  said  that 
while  he  did  not  want  to  see  any  more  tax-exempt  securities,  yet  it 
might  be  necessary  if  there  were  a  great  emergencv.  His  theory 
was  that  the  way  to  dispose  of  this  thing  was  to  modi/y  or  repeal  our 
excess-profits  tax  laws ' 

Mr.  Homer  (interposing).  Well,  I  am  in  accord  with  him  on  that 
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The  C'hair3ian.  You  believe  that  we  should  repeal  the  excess- 
profits  tax  law '( 

Mr.  Homer.  Yes:  I  do. 

The  Chairman.  In  whose  interest  ?    The  big  taxpayers '( 

Mr.  Homer.  No;  but  I  think  it  has  hampered  all  business. 

The  Chairman.  Just  tell  the  committee  how,  please. 

Mr.  Homer.  In  the  first  place,  there  is  not  any  doubt  about  it  that 
ilie  market  on  a  great  many  securities  does  not  reflect  the  real  value, 
an«l  the  prices  quoted  are  higher  because  the  men  who  have  bought 
{\w  securities  at  low  figures  can  not  take  advantage  of  the  profit  they 
nii«rht  make,  because  the  greater  percentage  of  it  would  go  to  the 
(lovemment.  Therefore,  there  is  no  real  market  for  a  great  many 
of  the  securities,  and  I  feel  that  anything  that  hampers  free  trading 
i«  really  a  detriment  in  the  long  run. 

The  Chairman.  Of  course,  we  would  have  to  find  other  means  of 
Mting  revenue  for  the  Government  ? 

ilr.  noMER.  Yes. 

The  Chairman.  Have  you  ever  thought  of  what  method  we  might 
utilize  for  doing  that? 

Mr.  Homer.  I  feel  that  there  are  several  methods  that  might  be 
"-••'I.  I  see  that  Prof.  Adams  has  suggested  a  tax  on  the  amount 
tiiat  the  corporation  retains.  Say  that  a  corporation  has  earned 
'•JK),000,  and  has  disbursed  $120,000;  he  suggests  that  we  put  a  tax 
"fi  the  remaining  $S0,000  which  the  corporation  retains  in  its  vaults. 
I  io  not  know  that  that  would  work  out  equitably  in  all  cases,  but  1 
tMnk  there  should  be  a  tax  on  the  actual  sales  instead  of  the  excess 
[T-.titi?.  When  certain  corporations  get  beyond  a  certain  percentage 
»i  tlieir  income  they  realize  that  they  are  working  for  the  (lovern- 
•'  'rit  and  not  for  themselves ;  and  the  excess-profits  tax,  to  that  extent, 
^ :« rletriment  to  business. 

1  he  Chairman.  Did  I  ask  you  what  recommendation  you  had  to 
'•■  ike  to  relieve  the  situation  ? 

Mr.  Homer.  Frankly,  I  do  not  feel  quite  prepared  to  make  any 
••"^•ific  recommendation.  I  did  not  know  until  this  morning  that 
1  -^  its  expected  to  be  here  to-day,  and  I  have  not  given  it  any  thought. 

The  (*hairman.  Baltimore  claims  that  she  has  a  housing  problem, 
■'  1  I  think  she  has  demonstrated  to-day  that  she  has  one. 

•If.  Homrr.  Yes:  I  think  that  is  true. 

Ill*-  Chairman.  And  the  people  here  have  asked  us  to  come  here 
'■  i  listen  to  their  story.  The  building  and  loan  association  people 
*'  L'L'»*st  that  they  want  an  opportunity  to  borrow  money  from  the 

^  N>  more  than  they  did  in  the  past.    That  is  the  concrete  essence 

'  tiie  suggestion  that  we  get  here.     Now,  you  say  that  they  can  bor- 
'' '«  nw iiiey  i 

Mr.  Homer.  Well,  they  are  Iwrrowing  as  a  matter  of  fact  from  the 

•  ks:  and  I  believe  that  one  or  two  of  the  banks  here,  on  account  of 

*  ♦-  ''ondition  that  they  are  in,  have  cut  down  on  their  building  and 

':  a«j^orifltion  loans,  but  I  do  not  feel  that  that  has  been  done  as 

*  -•••neril  proposition.     I  believe  that  the  building  associations  are 
•fairing  as  much  as  they  usually  have  from  the  banks.     That  is 

•  r^rsonal  experience. 

*^nator  Kenton.  Why  is  it  that  the  Federal  Reserve  Board  will 
'  [•••nnit  the  acceptance  of  building  and  l|>an  paper  for  riMlist'ount  ? 
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Mr.  Homer.  It  is  not  considered  commercial  paper. 
Senator  Kenton.  If  that  could  be  done  it  would  relieve  the  situa- 
tion somewhat,  would  it  not? 

Mr.  Homer.  It  would  if  it  were  done  along  conservative  lines.  For 
a  while  the  Federal  Reserve  Board  regarded  as  eligible  the  paper  of 
cotton  mills  on  the  spindle  basis.  Now  they  have  changed  that 
ruling;  at  least  the  Richmond  bank  has  notified  us  that  we  are  not 
allowed  to  take  the  paper  of  cotton  miUs  at  the  reserve  bank  as 
eligible,  except  as  quick  assets  over  current  liabilities, 

Mr.  Miller.  Have  you  any  considerable  amount  of  long-term  de- 
posits in  your  bank,  Mr.  Homer? 
Mr.  Homer.  To  which  one  do  you  refer? 
Mr.  Miller.  To  the  national  bank. 

Mr.  Homer.  We  have  only  recently  started  a  savings  department 
there.    We  have  only  a  limited  amount  on  time. 

Mr.  Miliar.  Do  you  intermingle  the  deposits  of  your  savings  de- 
partment with  your  commercial  deposits? 
Mr.  Homer.  Yes,  sir. 
Mr.  Miller.  They  are  intermingled? 
Mr.  Homer.  Yes. 

Mr.  Miller.  And  the  long-term  savings  accounts,  put  in  on  time, 
are  loaned  on  commercial  transactions? 
Mr.  Homer.  Yes,  sir. 

Mr.  Miller.  Do  you  consider  that  good  banking? 
Mr.  Homer.  Well,  it  is  profitable. 

Mr.  Miller.  But  is  it  sound  to  loan  long-term  deposits  on  com- 
mercial paper? 

Mr.  Homer.  If  we  were  called  upon  to  segregate  them  we  would 
have  enough  securities  to  set  aside  to  protect  the  savings  department. 
Of  course,  our  savings  department  at  the  Second  National  is  only  in 
its  infancy. 

Mr.  Miller.  I  have  been  told  that  during  the  past  few  years  the 
national  banks  of  this  country  have  accumulated  some  two  billions 
of  the  savings  of  the  people  in  their  savings  departments. 
Mr.  Homer.  I  have  never  seen  the  actual  figures. 
Mr.  Miller.  The  figure  was  given  by  one  of  the  vice  presidents  of 
a  bank  in  New  York,  who  stated  that  those  long-term  deposits  have 
been  intermingled  with  other  deposits. 
Mr.  Homer.  I  think  that  is  the  rule  in  all  national  banks. 
Mr.  Miller.  And  that  that  money  has  been  loaned  on  short-term 
commercial  paper. 
Mr.  Homer.  Yes ;  I  think  so. 

Mr.  Miller.  Now,  if  that  $2,000,000,000  were  in  the  savings  banks 
of  the  country,  it  might  be  loaned  on  real  estate  and  other  loi\g-term 
securities  for  which  it  is  suitable ;  whereas,  the  practice  of  the  national 
banks  in  drawing  upon  the  funds  in  their  savings  departments  is 
decreasing  available  long-term  money. 
Mr.  Homer.  I  think  that  is  true  to  a  very  large  extent. 
Mr.  Miller.  To  the  extent  of  about  $2,000,000,000,  if  that  figure  is 
correct. 

Mr.  Homer.  Whatever  the  amount  may  be.  You  see,  the  national 
banks  in  cities  are  restricted  on  their  loans.  We  can  not  make  loans 
on  farm  property,  except  up  to  50  per  cent  of  its  tax  value,  within 
a  certain  limit  of  the  city — a  certain  distance. 
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Mr.  Miller.  That  is  on  the  theory  that  you  take  deposits  of  money 
subject  to  check,  and  therefore  you  should'  loan  it  out  on  short  term  ? 

Mr.  Homer.  Yes. 

Mr.  Miller.  But  when  you  take  money  on  long  term,  and  use  it 
for  loaning  on  wool  or  cotton  or  what-not — anything  that  fluctuates 
in  value — you  are  subjecting  the  long-term  depositors  to  an  undue 
risk,  and,  at  the  same  time,  taking  long-term  money  away  from  its 
legitimate  field,  are  you  not  i 

Mr.  H<)Mt:iR.  Well,  that  is  true  to  a  limited  extent.  Nearly  every 
national  bank  has  enough  long-term  securities  to  set  aside  to  protect 
its  savings  deposits,  if  it  were  called  upon  to  do  so  by  the  comptroller's 
department. 

Mr.  Miller.  The  country  is  now  being  served  quite  well  by  a 
short-term  system  of  banking,  but  the  short-term  system  is  reaching 
over  into  the  long-term  field. 

Mr.  Homer.  That  is  true. 

Mr.  Miller.  And  the  long-term  field  is  the  sufferer,  and  we  have 
a  housing  shortage  which  could  be  relieved  to  the  extent  of  that 
>''J,000,(KXJ.(K)0  that  are  on  deposit  as  savings  in  national  banks. 

Mr.  Homer.  I  think 'all  of  the  savings  banks,  generally,  from  what 
I  can  understand,  have  been  losing  money  of  late.  We  have  lost 
al)out  not  quite  a  million  two  hundred  thousand  dollars  since  the 
1st  of  April  in  our  deposits.  The  result  is  that  we  have  not  that 
much  money  to  put  out  on  mortgage  at  the  present  time.  We  have 
not  bought  any  securities  recently. 

Mr.  Miller.  I  think  the  committee  would  appreciate  it  if  you 
would  send  us  your  suggestions  as  to  modification  of  the  home  loan 

bankin^r  bill. 

Mr.  Homer.  I  would  rather  do  that  in  writing. 

Mr.  MiLUSH.  Yes;  at  some  future  time. 

Mr.  Homer.  I  have  read  Senator  Calder's  bill. 

The  Chairman.  Is  that  all  you  have  to  ask,  Mr.  Miller? 

>f r.  Miller.  Yes,  Senator. 

The  Chairman.  Is  there  anything  further  that  you  think  of  that 
you  would  care  to  suggest  to  the  committee,  Mr.  Homer? 

Mr.  Homer.  I  think  not,  Senator. 

The  Chairman.  Gentleman,  I  am  very  sorry  that  the  committee 
<  m  not  hear  several  more  of  you  who  are  here,  but  we  have  got  to 
;:o  now  to  make  an  inspection  of  the  dumping  dock,  and  Senator 
K-nyon  has  to  get  away.  If  Mr.  Emmons  will  write  me  a  letter 
;:  \  i/i«r  me  his  views  of  tne  situation,  I  will  be  very  glad  to  have  it — 
•  •r  any  others  of  vou  gentlemen. 

Wi-   wish  to  thank  the  citizens  of  Baltimore   for  coming  here 

t'.iay,  an<l  to  thank  the  newspapers  for  their  cordial  support;  and 

f  M  von#>  has  any  suggestion  to  make,  just  let  us  have  them  at  No. 

-•:♦  W't-vt  Thirty-ninth  Street,  New  York  City;  and  if  the  real  estate 

M.  •  biiilfiing  interests  of  the  city  would  like  to  have  us  arrange  for 

•  MTBtion  between  themselves  and  the  railroads  in  order  to  secure 
»'tlVr  deliveries  of  materials,  if  they  will  write  me  we  will  try  to 
:'\  It  up  for  them. 

(Wh»Teupon,  at  4.50  o'clock  p.  m.,  the  committee  adjourned,  to 
:.  *^  in  Pliiladelphia,  Pa.,  at  the  office  of  the  mayor  of  Philadelphia, 
'.  Thursday,  August  10, 1020,  at  10  o'clock  a.  m.) 

881fi— 21— voLl 22 
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THUBSBAY,  AUGUST  19,  1920. 

United  States  Senate, 
Select  Committee  on  Reconstruction  and  Production, 

Philadelphia^  Pa* 

The  committee  met,  pui*suant  to  adjournment,  at  10  o'clock  a.  m.,. 
in  the  mayor's  hearing  room,  City  Hall,  Senator  William  M.  Calder 
presiding. 

Present:  Senator  Calder  (chairman);  also  Messrs.  Franklin  T. 
Miller  and  A.  J.  R.  Curtis,  assistants  to  the  committee. 

8TATEMEHT  OF  HOS.  J.  HAXPTOIT  KOOBE,  KATOB  OF  THE  CITY 

OF  PHILADELPHIA. 

Mayor  Moore.  Ladies  and  gentlemen,  at  the  suggestion  of  my 
f«  inner  colleague  in  the  House,  the  present  senior  Senator  from  New 
Vork,  Mr.  Calder,  who  is  chairman  of  a  subcommittee  on  housing- 
of  the  Senate,  which  has  to  do,  I  understand,  with  an  inquiry  as  to 
what  may  be  done  by  the  Federal  Government  to  assist  in  relieving 
housing  congestion  throughout  the  United  States,  the  mayor  invited 
-urh  good  citizens  as  might  be  interested  to  come  to  this  meeting 
place  this  morning  in  order  that  those  who  desire  to  be  heard  might 
aj>pear  before  Senator  Calder  and  his  committee  and  express  them- 
s<»lves.  so  far  as  time  will  permit  and  it  may  be  appropriate,  upon 
this  very  vital  Question. 

Before  introducing  the  Senator,  so  that  he  may  go  on  with  tha 
proceedings,  the  mayor  wishes  to  have  him  and  his  colleagues  know 
that  Philadelphia  is  essentially  a  city  of  homes,  better  known  per- 
li.tps  because  of  its  prosaic  two-story  houses  than  any  other  city  of 
the  country.  Its  two-story  house,  ordinarily  with  six  rooms  and  a 
ftath*  occupied  independently  by  a  family,  who  may  or  may  not  own 
.t.  has  been  adopted  bv  other  cities  and  found  to  be  as  feasible  else- 
v^  fjere  as  it  is  here.  \Ve  plory  in  it  because  the  man  who  occupies  it 
.i-nally  owns  it:  and,  being  an  owner  of  real  estate,  and  therefore 
rvwp<»nsible,  and  having  a  property  interest,  he  becomes  a  good  citi- 
/*'n.  **alcuiated  to  sustain  lawful  povernment,  to  uphold  peace  and 
ir'-r^I  order  in  the  community,  ana  to  do  all  those  things  which  can 
i»-n«i  to  make  life  worth  the  living  in  a  great  municipiilitv.  The 
n.an  ^rho  owns  real  estate  or  who  has  an  interest  in  his  own  home  is 
:  k*-l  V  to  aid  most  in  those  things  which  tend  toward  civic  betterment 
if.* I  to  ward  off  those  things  which  are  offensive  to  the  peace,  welfare, 
•  r*  1  irood  order  of  the  community. 

Juat  what  Senator  Calder  has  in  mind,«I  am  not  sure,  except  that 
m  }jen  ^fe  were  both  in  Congress  he  had  a  particular  interest  in  the 
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matter  of  housing,  and  when  the  great  revenue  bills  were  up  in  Con- 
gress, I  having  had  much  to  do  with  them  as  a  member  of  the  Ways 
and  Means  Committee  and  of  the  various  conference  committees  to 
act  upon  revenue  legislation,  he  had  certain  suggestions  with  respect 
to  mortgages  and  house  construction,  and  the  encouragement  of  those 
engaged  in  house  construction,  which  may  or  may  not  have  been 
enu)odied  in  legislation.  I  think  his  main  thought  with  respect  to 
the  relief  from  taxation  of  those  who  might  be  encouraged  to  pur- 
chase and  hold  mortgages  was  not  specincally  incorporated  in  the 
revenue  laws.  The  Senator  nods  his  assent,  so  I  assume  my  state- 
ment is  correct.  But  I  would  have  him  know,  since  he  comes  from 
a  great  municipality  like  our  own,  that  we  are  very  much  interested 
in  housing  here,  and  that  we  have  our  problems  as  they  have  in  other 
OTeat  cities  of  the  United  States,  and,  in  fact,  throughout  the  world. 
My  figures  are  not  accurate,  but  we  have  in  the  neighborhood  of 
400,000  separate  dwellings  in  the  city  of  Philadelphia;  and,  there- 
fore, we  are  entitled  to  be  regardecf  as  a  city  of  homes ;  and  the 
major  portion  of  these  dwellings  are  occupied  by  their  owners,  which 
tends  to  justify  the  statement  I  have  just  made  with  regard  to  good 
citizenship,  peace,  and  good  order. 

At  the  present  time  we  do  not  have  sufficient  houses  to  accommo- 
date all  those  who  would  like  to  live  in  separate  homes.  We  are 
gradually  becoming,  as  New  York  has  long  since  become,  a  city  en- 
couraging tenement  construction,  and  what  might  be  called  the  mul- 
tiple house  or  the  house  accommodating  more  than  one  family.  This 
may  be  a  good  thing  or  it  may  be  a  bad  thing ;  but  it  is  a  part  of  the 
tendency  of  the  times,  and  we  are  subject  to  it  now  as  some  others  of 
the  large  cities  have  been  for  some  time.  The  Senator  probably  is 
aware  of  the  causes  leading  up  to  this  congestion  and  to  the  lack  of 
separate  dwellings.  We  have  gone  through  a  great  war,  and  that 
war  made  extravagant  and  unusual  demands  upon  the  people  and 
upon  the  public  purse.  It  seized  our  young  men  and  sent  them  to 
war,  and  it  taxed  our  people  almost  to  the  limit ;  but  it  paid  very  high 
wages  for  such  labor  as  it  employed,  and  it  paid  enormously  ?or  all 
material;  and  the  draft  upon  labor  and  material  was  so  great  that 
there  was  stagnation  in  many  parts  of  the  country  with  respect  to 
those  private  operations  undertaken  ordinarily  by  individuals  and 
from  which  the  Government  itself  should  be  free.  I  take  it  that  we 
are  not  generally  here  in  favor  of  the  Govermnent  undertaking  to 
build  houses  or  to  enter  into  enterprises  that  compete  with  private 
enterprises;  and  I  take  it  that  all  of  us  would  encourage  private 
enterprises  to  go  forward  and  develop  house  construction  to  the  limit, 
or  up  to  whatever  the  demand  of  the  tenant  might  be.  I  think  that 
is  a  fair  statement  of  the  sentiment  of  Philadelphia  with  respect  to 
Government  ownership  and  operation  of  homes. 

During  the  war  the  Government  did  build  a  number  of  homes  in 
this  city.  Those  homes  it  is  now  gradually  disposing  of.  In  most 
instances  the  tenants  are  buying  those  homes,  and  the  Government 
is  releasing  itself  from  ownership  and  from  operation. 

Now,  we  are  back  again  to  the  question  of  the  supply  and  the  de- 
mand as  it  may  be  met  by  those  who  indulge  in  private  enterprise. 
We  have  the  builders — the  best  in  the  coimtry,  we  think — full  of 
enterprise  and  energy,  and  desirous  of  going  forward.    The  city  is 
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particularly  anxious  to  afford  all  conveniences  to  the  builder.  We  are 
opening  streets  and  sewers  as  rapidly  as  the  public  funds  will  permit ; 
and  since  this  administration  came  into  power— though  in  office  now 
only  seven  months — we  have  accomplished  more  in  the  way  of  street 
construction  and  improvement,  sewer  construction,  and  water-pipe 
laying,  I  think  I  am  safe  in  saying,  than  was  done  during  the  whole 
period  of  the  war  by  the  preceding  administration.  We  will  not 
charge  this  up  against  the  preceding  administration,  except  to  say 
that  the  war  hindered  all  municipal  development  here  as  it  hindered 
work  generally  throughout  the  United  States  that  was  not  specially 
preferred  for  purposes  of  Government. 

I  would  have  senator  Calder  know  these  general  facts  before  ha 
l>egms  to  hear  the  various  citizens  who  desire  to  be  heard.  The  city 
of  Philadelphia  is  very  anxious  to  keep  pace  with  the  spirit  and  the 
energy  and  the  enterprise  of  the  operative  builder.  The  operative 
Imilder  is  ready  to  go  ahead,  but  he  meets  with  conditions  which  are 
very  severe,  and  he  finds  he  is  unable  to  obtain  the  labor  necessary, 
♦*ven  at  the  highest  possible  wages,  to  keep  up  with  the  present  de- 
aiand  for  building  and  construction  and  for  homes  in  this  city.  He 
i>  unable  to  obtain  material.  Unhappily,  this  is  the  only  nation  on 
^•arth  that  is  still  at  war  with  Germany,  and  we  are  hamstnmg  and 
tie«l  down  because  of  war  restrictions  with  respect  to  the  transporta- 
turn  of  material  that  still  prevail.  Onl}'  last  week  it  was  necessary 
for  this  great  municipality  of  two  millions  of  people  to  make  special 
and  strenuous  efforts,  almost  to  the  point  or  putting  an  embargo 
upon  others,  to  insist  upon  the  release  of  cars  sufficient  to  bring  from 
flip  very  near  city  of  Bethlehem  enough  rails  to  enable  us  to  con- 
struct an  elevated  railroad,  in  order  to  accommodate  the  hundreds  of 
t!i'>usands  of  our  people  who  are  demanding  improved  transporta- 
tion facilities;  ana.  Senator,  this  is  one  of  the  things  that  you  will 
U'Axv  to  consider — that  we  are  still  at  war — the  only  nation  on  earth — 
iKe  only  civilized  nation  still  at  war  with  Germany,  and  preA'ented^ 
*-\v  reastm  of  war  restrictions,  from  going  forward  with  great  enter- 
prises, because  still  the  Government  haa  a  preference  over  private 
fnierprise  in  all  mattes  of  transportation  and  with  respect  to  ma- 
terials, an<l  to  a  larg^  extent  is  responsible  for  the  hijrh  prices  that 
St. II  prevail  as  to  various  commodities  throughout  the  United  States; 
inil  1  will  not  say  particularly  as  to  labor  costs,  but  responsible 
urffelv  for  the  draft  upon  labor  which  has  made  it  almost  impos- 
-jl»le  tor  private  employers  to  go  forward  with  their  enterprises. 

Xow,  another  thing  that  I  wish  to  speak  about,  as  the  mayor  of 
tl «»  city,  relates  to  that  phase  of  the  housing  problem  which  deals 
"■;th  health  and  sanitation.  I  read  this  morning  that  there  would 
^^  a  protest  to  the  mayor  against  the  razing  of  a  number  of  build- 
«r  1*^  on  the  south  side  of  the  Parkway,  because  the  people  who  occu- 
:-.  d  those  buildings  were  unable  to  find  other  homes.  1  do  not  ordi- 
'lirily  <letermine  questions  of  this  kind  in  advance,  and  therefor© 
^  .1  not  anticipate  what  may  be  said  by  those  who  have  a  right  to 
*•  iieanl:  but  I  will  sav  that  such  buildings  as  those  on  the  south 
-  ♦•  of  the  Parkway  had  better  be  removed  forever  from  the  surface 
•f  Philadelphia  in  order  that  the  people  now  occupying  them  in 
'  -aikitary  quarters  maj'  move  to  some  other  places  where  the  quar- 
♦*rK  tre  sninitary.     I  make  this  statement  as  a  general  proposition. 
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because  it  aifects  the  matter  of  sanitation  and  housing  throughout 
this  city,  and  particularly  in  certain  of  our  congested  wards,  where, 
if  the  mayor  finds  that  he  has  the  support  of  the  people,  he  intenck, 
so  far  as  he  can  get  the  power,  to  remove  certain  objectionable  dwdl- 
ings— those  that  house  tne  unfortunate  and,  sometimes,  the  vicious— 
sometimes  the  criminal — in  order  that  those  who  have  been  living  in 
these  unsanitary  quarters,  these  unsavory  surroundings,  shall  be 
obliged  to  obtain  nousing  quarters  that  are  more  compatible  with 
our  style  of  civilization. 

I  say  this  so  that  even  the  department  of  public  health  may  have 
notice,  because  while  we  were  complaining  bitterly  in  recent  months 
about  the  conditions  that  held  heretofore  with  respect  to  the  city's 
inability  apparently  to  meet  those  unsavory  housing  conditions,  they 
still  to  a  large  extent  prevail ;  and  if  it  is  due  to  insufficient,  inade- 
quate, incompetent,  or  culpable  inspection,  we  shall  undertake  to  cor- 
rect that  system  of  inspection,  just  as  we  said  it  should  be  done  in 
preceding  years.     [Applause.] 

Now,  Senator,  that  much  by  way  of  an  introduction.  You  have  a 
great  problem,  and  I  know  you  are  able  to  handle  it  well  and  that  the 
result  of  your  labor  will  be  a  report  to  the  Senate  of  the  United 
States  that  wilj  be  helpful,  whether  it  affc  ts  the  question  of  taxation 
or  the  relief  of  mortgage  holders,  or  their  encouragement  in  any 
form.  That  is  your  business,  and  not  mine ;  but  I  am  sure  that  you 
will  find  a  welcome  on  the  part  of  the  citizens  of  Philadelphia,  as  you 
have  already  found  it  on  the  part  of  your  old  friend  and  colleague, 
the  mayor,  and  that  you  will  find  here  as  much  intelligence  and  high- 
jjrade  thought  upon  the  housing  problem  as  you  will  find  anywhere 
else  in  your  travels  throughout  the  United  States. 

I  have  the  honor  of  introducing  the  Hon.  William  M.  Calder, 
chairman  of  the  subcommittee  on  housing  of  the  United  States  Sen- 
ate, senior  Senator  of  the  Empire  State.    [Applause.] 

From  this  point,  ladies  ana  gentlemen,  the  Senator  will  preside. 
He  has  a  list  of  those  who  will  be  called  upon,  and  I  am  sure  he  will 
be  quite  fair  in  hearing  all  those  who  desire  to  be  heard  within  rea- 
sonable limits — Senator  Calder.  ' 

The  Chairman.  Just  before  you  leave  the  chamber,  Mr.  Mayor,  in 
behiJf  of  the  committee  I  wish  to  express  m^  appreciation  of  your 
very  cordial  greeting.  I  knew  we  would  have  it,  and  I  know  too  that 
the  people  of  Phila<felphia  who  are  assembled  here  have  a  knowledge 
of  the  situation  concerning  housing  and  construction  generallv  in  the 
city.  We  have  inquired  already  into  some  of  the  things  that  you 
have  mentioned  in  your  address,  and  I  purpose  dealing  with  them  in 
a  short  story  I  have  arranged  to  read  to  the  people  assembled  before 
we  begin  the  hearing. 

Mayor  Moore.  I  would  like  to  hear  it,  Senator.    I  will  remain. 

The  CrtAiRMAN.  It  will  take  perhaps  10  minutes  to  read  it. 

Mayor  Moore.  I  will  be  very  glad  to  hear  it. 

The  Chairman.  Ladies  ana  gentlemen,  the  United  States  Special 
^Committee  on  Reconstruction  was  created  as  a  result  of  a  resolution 
passed  in  the  Senate  toward  the  close  of  the  last  session.  Its  purpose 
is  to  recommend  measures  at  the  approaching  session  of  Congress 
which  may  encourage  the  cooperation  of  persons  and  corporations 
engaged  in  transportation,  finance,  etc.,  with  the  buUding  mdustry. 
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to  the  end  that  construction  work  of  all  kinds  may  be  fostered  and 
encouraged. 

With  the  demands  for  higher  standards  of  living,  the  national 
plant,  which  must  be  depended  upon  to  produce  the  means  to  supply 
such  demands,  has  greatly  deteriorated  during  the  war.  It  is  said 
that  some  $6,000,000,000  is  still  needed  to  put  our  railroads  in  proper 
condition  to  meet  the  demands.  Public  utilities  throughout  the 
United  States  are  depleted  so  that  the  slums  are  in  the  remaking. 
The  housing  situation  throughout  the  Nation  is  a  more  serious  prob- 
lem to-day  than  ever  before  in  the  Nation's  historv.  It  may  not  be 
great  exaggeration  to  say  that  the  total  amount  oi  money  necessary 
to  rehabilitate  the  depleted  national  plant  at  present  costs  will  ap- 
proach in  magnitude  a  sum  equivalent  to  our  entire  national  debt. 

Necessary  construction  was  deferred  during  the  war  in  order  that 
the  war  might  be  prosecuted.  It  must  be  caught  up  in  order  to  give 
a<lequate  earning  power  to  the  Nation.  Deferred  construction  is  in 
fact  a  part  of  our  war  debt,  and  it  must  be  paid  before  the  war  debt 
can  be  paid. 

Many  ideas  have  been  advanced  as  to  how  production  should  be 
increased.  It  is  the  belief  of  the  members  of  this  committee  that  in 
order  to  increase  production  we  must  first  increase  our  means  of 
pn)duction — our  tools  of  industry. 

During  the  war  the  Nation  found  it  necessary  to  appropriate 
$1(H},000,()00  for  housing  of  workers  for  the  war  industries.  This  is 
an  evidence  of  the  housing  shortage  existing  in  those  districts.  The 
expense  of  this  work  varied  from  some  $600  per  room  for  housing 
men  to  some  $1,500  per  room  in  Washington  for  housing  women. 
This  work  was  done  at  a  time  when  construction  cost  perhaps  half 
what  it  does  at  the  present  time. 

The  housing  shortage  is  so  great  that  the  effect  of  this  govern- 
mental expenditure  during  the  war  is  unnoticeable  at  the  present 
lime.  Industrial  expansion  and  immigration  will  require  housing 
•l»velopments  on  a  very  much  greater  scale  in  the  future;  so  great, 
u^lced,  that  it  will  be  tevond  the  power  of  the  Government  either  to 
tinance  or  administer  sucli  housing  work.  Private  initiative  must  be 
<*alled  upon,  as  in  times  past,  to  settle  such  a  problem. 

In  this  country  there  is  an  abundance  of  land  at  moderate  prices, 
for  land  has  probably  experienced  the  effect  of  inflation  much  less 
U:ftn  anything  else,  and  there  is  an  abundance  of  raw  materials. 
1  here  are  willing  and  anxious  sellers  of  this  land  and  raw  materials; 
*»u  the  other  hand,  there  is  such  a  demand  for  housing  and  industrial 
'^>ni?t ruction  that  the  willingness  of  the  buyers  to  buy  at  substantially 
i'i'"rease<l  prices  is  recognized  bv  all,  and  the  wonder  is  that  the 
•.  illinir  buyer  and  the  willing  seller  are  unable  to  get  together  and 
*».at  rommittees  of  citizens  in  almost  every  city  and  town  of  the 
I  nited  States  are  unable  to  get  them  together. 

In  England  tliere  is  not  plenty  of  land  and  plenty  of  raw  materials, 
-'.♦I  m-ither  is  the  citizenry  possessed  with  a  desire  for  home  owner- 
•'.'p.  They  are  rather  content  to  live  under  conditions  of  tenantry. 
If  will  lie  se4»n  from  this  that  the  English  problem,  on  which  that 
'»  'vemment  has  spent  5*^.VH),()0()  a  year  for  trie  last  three  vears,  and 

'lidi  has  finally  n*«>ult<M|  in  the  sulxidiziug  of  the  builder  by  the 
'i'»\pniment,  paying  him  1*70  for  earh  room  of  each  liouse  he  builds,  is 
T.  *''h  more  difficult  of  solution  than  our  own  problem. 
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The  cause  of  many  of  our  difficulties  was  Federal  interferences,  and 
the  cure  must  be  not  only  in  the  removal  of  these  Federal  interfer- 
ences but  in  the  encouragement  of  construction  work  of  all  kinds  by 
the  Federal  Government,  in  order  that  the  health  and  the  earning 
power,  and  therefore  the  credit  of  the  Nation,  may  be  restored.  In 
other  words,  ladies  and  gentlemen,  this  is  not  a  local  problem  with 
you  here,  or  with  us  in  New  York,  or  with  Chicago,  or  St.  Louis. 
This  housing  question  is  a  Federal  problem. 

What  can  this  committee  recommend  to  break  down  the  barriers 
between  the  willing  buyer  and  the  willing  seller?  P>om  testimony  of 
experts  and  practical  builders,  manufacturers  of  materials,  of  bank- 
ers, and  engineers,  it  appears  that  the  initial  obstacle  is  transporta- 
tion. Many  projects  have  been  started  but  can  not  be  completed  be- 
cause they  can  not  get  transportation  for  the  necessary  materials. 
The  mayor  referred  a  moment  ago  to  the  occasion  when  yuu  were 
unable  to  get  rails  to  improve  your  transportation  facilities  here. 
The  season  for  building  to  relieve  conditions  during  the  coming  year 
is  fast  slipping  by. 

The  committee,  therefore,  at  the  outset  addi-essed  its  energ}'  to  the 
transportation  problem.  During  the  Civil  War  some  3,000  mile^s  of 
railroads  were  built,  and  after  the  war  the  railroads  were  rapidly 
extended.  During  the  past  war  no  railroads  wore  built,  and  the  con- 
struction of  lines  and  equipment  has  been  greatly  curtailed.  The 
shortage  of  transportation  must  therefore  be  recognized  and  the 
limited  facilities  must  be  used  first  to  supply  food,  fuel,  and  shelter 
for  the  people. 

Through  representations  of  this  committee  to  the  Interstate  Com- 
merce Commission  early  in  July,  a  hearing  was  granted  to  the  build- 
ing industry,  a  result  of  which  w^as  the  release  of  some  6r),000  cars 
previously  held  under  car-service  order  No.  7,  but  which  were  found 
unsuitable  for  the  transportation  of  coal.  This  release  of  Go,000  cars 
was  followed  by  the  release  of  15,000  additional  cars  by  an  order  of 
the  Interstate  Commerce  Commission  on  July  28. 

Through  the  cooperation  of  the  Association  of  Railway  Executives, 
it  has  been  arranged  that  a  committee  representing  the  construction 
industry  in  each  locality  shall  sit  with  a  representative  of  the  Associ- 
ation of  Railway  Executives  as  a  court  of  appeal  to  secure  transpor- 
tation for  necessary  construction.  This  includes  housing,  hospitals, 
and  other  structures  which,  in  the  opinion  of  this  joint  committee^ 
are  necessary  for  public  welfare.  These  committees  are  now  in  the 
process  of  organization  in  the  principal  industrial  centers  through- 
out the  country. 

Through  representations  by  this  Senate  committee,  the  Interstate 
Commerce  Commission  has  put  into  effect  stringent  orders  designed 
to  prevent  the  reconsignment  of  cars  for  purposes  of  speculation  in 
coal.  These  reconsignment  orders  had  been  urged  by  carriers  and 
the  large  coal  operators  for  several  months  past. 

The  committee  has  also  taken  up  the  question  of  the  use  of  idle 
vessels  of  the  Shipping  Board  in  order  that  coastwise  shipping  may 
be  used  to  the  fullest  extent,  to  relieve  the  railroad  shortage.  The 
committee  was  informed  that  in  the  harbor  of  Baltimore  there  are 
some  50  or  60  ships  which  have  remained  idle  for  some  time  waiting 
for  cargoes,  and  tnat  there  are  5,000  cars  of  coal  now  in  that  district, 
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of  which  at  least  1,400  are  in  defiance  of  priority  orders  and  permits, 
ujul  that  the  efficient  use  of  the  dooks  at  Baltimore  is  prevented  by  the 

distribution  of  the  coal  into  some  23  pools. 

As  to  taxation,  it  has  been  represented  to  this  committee  that  this 
N  the  basic  difficulty  in  the  construction  industry,  for  the  tendency  of 
I  lie  times  seems  to  have  been  rather  toward  trading  in  the  products  of 
ihe  old  plant  than  investment  of  money  in  new  and  more  efficient 
plant.  A  revision  of  the  taxation  system  which  would  throw  the 
sunlen  of  taxation  upon  expenditures  rather  than  upon  savings, 
wliiih  would  not  discourage  private  initiative,  and  would  not  throw 
tupital  into  tax-exempt  securities,  has  been  strongly  urged.  As 
t'luiwrarv  measures  for  relief,  the  exemption  from  taxation  by 
)M!;niripa1ities  of  new  construction  for  a  a  period  of  years  has  been 
^:iir;rpsted.  The  exemption  of  taxation  upon  mortgages  has  also  been 
^'ii:<rested,  as  well  as  the  exemption  from  taxation  of  the  profits  de- 
ri\('d  from  construction  if  such  profits  are  reinvested  in  new  con- 
M ruction.  The  home-loan  bill,  which  has  beeif  introduced  in  Con- 
i.'ivs<,  is  designed  to  make  more  available  the  great  assets  of  the 

-lil'ling  and  loan  associations. 

The  attention  of  the  civic  committees  throughout  the  United  States 
^houhl  be  strongly  directed  against  profiteering  in  finance.  The  man 
•»Nho  Is  willing  to  build  a  home  should  be  given  long-term  accommo- 

•  lilt  ions  in  loans  equal  to  those  accorded  the  farmer  under  the  farm 
.'•an  bill. 

Investors  in  property  should  not  be  harrassed  by  bonus  require- 
:  ♦iits  which  are  now  being  resorted  to  by  money  lenders,  I  am  sorry 
I"  >:i y,  in  order  to  evade  the  usury  laws. 

1  ran  not  too  strongly  draw  your  attention  to  the  necessity  of 
■1  iiieiliate  correction  of  this  abuse,  for  its  effect  upon  the  cost  of 

n-ing.  upon  rentals,  and  upon  labor  will  be  nation  wide  and  will 
'  il-et  alj  the  work  which  can  be  done  by  patriotic  citizens  to  relieve 
'■'*.'  congestion  in  housing. 

1  am  pleased  to  say  tnat  encouraging  reports  have  been  received 
>"'tti  throughout  the  country  as  to  the  increasing  efficiency  of  labor. 
1  .1.^  efficiency  should  be  met  with  a  corresponding  efficiency  and  a 
•'"II  lisposition  to  profiteer  in  the  production  of  materials. 

The  price  of  building  materials  has  practically  doubled  since  the 

»r.  and  while  in  some  cases  this  is  due  to  profiteering  on  the  part 
I  triM  protlucers,  it  is  in  many  cases  caused  by  speculation  due  to  the 

•  trtttiiities  of  transportation.    It  must  be  borne  in  mind  that  the 
■   '»mkm1  ccist  of  transportation  has  greatly  affected  the  basic  costs  of 

iiing  materials.    It  is  said  that  the  cost  of  transportation  of  build- 
.r  materials  was  increased  in  1918  on  an  average  of  50  per  cent, 

•  'i.fwrwl  with  an  average  of  25  per  cent  increase  placed  on  other 
'  I'Mljties  at  that  time.    It  is  now  proposed  to  increase  this  trans- 

•  nation  rost  by  another  40  per  cent,  which  we  are  informed  will 
.*•*  Um»  consumer  of  building  materials  to  pay  $2.40,  as  against  each 
iar  which  he  paid  for  transportation  prior  to  June,  1918. 

In  enintinir  the  increase  of  40  per  cent  to  the  railroads  I  am  glad 

-4v  that  the  Interstate  Commerce  Commiasion,  after  hearing  the 

i'linp  industry,  has  recommended  to  the  carriers  that  they  give 

•'.Mderation  to  the  hardships  imposed  upon  the  building  industry 

'  ;n'ant  relief  where  necessary. 
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This  committee  has  already  taken  initiative  and  made  representa- 
tions to  the  carriers  as  to  the  ultimate  effect  of  greatly  increased  cost 
of  transportation  of  building  materials  upon  housing  and  other  con- 
struction, it  being  argued  that  the  prosperity  of  the  coimtry  depends 
upon  the  prosperity  of  its  basic  industries,  and  that  if  construction 
is  hampered  the  country  can  not  grow;  and  therefore  in  the  long 
run  the  carriers  will  be  deprived  of  business  which  might  otherwise 
fall  to  them  through  general  prosperity. 

The  costs  of  building  materials  have  also  been  greatly  increased 
by  the  costs  of  fuel.  In  times  past  lime  burners  which  paid  as  low 
as  85  cents  a  ton  for  coal  are  now  paying  from  $4  to  $14  a  ton  for 
coal  at  the  mines. 

This  committee  has  necessarily  given  much  attention  to  the  present 
coal  situation  in  order  to  free  cars  for  construction  purposes  and 
head  off,  if  possible,  the  housing  shortage  feared  during  the  coming 
autumn.  It  now  appears  that  coal  gouging  may  soon  be  a  matter  of 
the  past.  Yesterday  a  definite  break  in  coal  prices  was  reported  from 
the  Connellsville  district,  prices  falHng  as  low  as  $6  per  ton.  To-day 
reports  have  been  received  that  yearly  contracts  for  export  coal  have 
been  made  at  a  price  of  $5  per  ton. 

Car-service  orders  Nos.  10  and  11  were  designed  to  force  coal  into 
the  Northwest  and  Mew  England,  thus  causing  a  buyer's  market  by 
delivering  large  quantities  of  coal  into  these  districts  before  the 
export  trade  coula  be  permitted  to  use  cars.  Encouraging  reports 
are  now  being  received  daily  as  to  the  delivery  of  coal  to  the  North- 
west. It  is  estimated  by  some  that  during  the  present  week  the  aver- 
age will  be  over  4,000  cars  daily,  while  some  predict  that  the  present 
week  will  show  a  total  national  production  of  12,000,000  tons,  making 
this  the  banner  week  of  the  year.  I  sincerely  hope  that  these  predic- 
tions will  be  realized. 

The  car  shortage,  which  has  been  used  by  unscrupulous  coal  oper- 
ators as  an  excuse  for  extortion,  is,  1  hope,  no  longer  a  menace.  De- 
liveries in  the  Northwest  are  said  to  be  no  longer  inadequate,  and, 
according  to  the  testimony  of  Interstate  Commerce  Commissioner 
Aitchison  before  this  committee  on  i^'riday  last,  it  appears  that  the 
Interstate  Commerce  Commission  and  the  railroads,  in  cooperation, 
have  the  coal-car  situation  so  well  in  hand  that  some  85,000  cars  have 
heen  released  for  construction  purposes  and  general  industrv. 

The  public  must  bear  in  mind  that  while  the  railroad  facilities  are 
taxed,  relief  in  the  East  is  always  available  through  the  use  of  idle 
vessels  under  the  control  of  the  Shipping  Board,  which  have  carrv- 
ing  capacity  ample  to  relieve  any  emergency  in  New  England.  It 
has  been  represented  to  the  Shipping  Board  by  the  chairman  of  this 
committee  and  also  by  Mr.  Daniel  Willard,  chairman  of  the  advisory 
committee  of  the  Association  of  Railway  Executives  that  ocean  rates 
should  be  immediately  reduced  from  $2.75  per  ton  to  $1.50,  from 
Hampton  Roads  to  Boston,  in  order  that  traffic  may  be  diverted  to 
ocean  routes  and  railroad  facilities  correspondingly  relieved.  The 
Government  is  at  liberty  at  any  time  to  take  this  action. 

The  exports  of  coal  from  the  United  States,  which  while  now  aver- 
a^infif  upward  of  half  a  million  tons  per  week  (approximately  five 
times  the  normal  amount)  may  be  curtailed  at  any  time  by  the  In- 
terstate Commerce  Commission  through  orders  directing  the  use  of 
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rare  for  other  purposes.  I  say  the  Government  is  at  liberty,  because 
t!ie  Government,  tnrough  the  Shipping  Board,  ladies  and  gentlemen, 
owns  this  great  fleet  of  Shipping  Board  vessels;  and  it  would  be 
better,  it  seems  to  me,  for  the  Government  at  this  time  and  for  the 
next  two  or  three  months,  to  carry  coal  from  Hampton  Koads  and 
Baltimore  to  New  England,  even  if  it  carries  it  at  a  loss,  to  relieve 
the  general  conditions  of  the  country.  We  recommended  to  the 
Shipping  Board  that  they  do  that,  and  we  hope  that  they  will  do  so. 

A  temporary  restriction  of  exports  to  a  sufficient  extent  to  curb 
<^oal  speculation  and  relieve  the  car  shortage  has  already  been  urged 
hv  this  committee. 

It  has  been  recognized  by  the  coal  operators  themselves  that  it  is 
to  their  advantage  to  make  and  carry  out  reasonable  contracts.  It 
now  seems  that  the  public  may  help  itself  in  stopping  coal  gouging 
hy  insisting  upon  reasonable  terms  and  upon  fulfillment  of  coal  con- 
tracts. Should  this  Senate  committee  receive  information  from  buy- 
♦Tb  of  coal  that  contracts  are  continually  being  violated  for  the 
alle<red  reason  that  cars  are  unavailable,  this  committee  is  in  posi- 
t'oii  to  recommend  mea.sures  to  Congress  to  put  an  end  to  such  abuses. 
If  such  specific  car  shortages  are  called  to  the  attention  of  the  Inter- 
vtate  Commerce  Commission,  that  body  is  in  a  position  to  supply  the 
th^v^a&ry  cars,  and  yet,  through  the  cooperation  of  the  coal  opera- 
tors themselves,  speedy  relief  may  be  brought  about  if  cases  of  goug- 
iri?  are  brought  to  the  attention  of  the  National  Coal  Association. 
Tlie  courts  are  always  available  either  through  civil  or  criminal 

processes. 

Testimony  of  various  witnesses  before  the  Senate  committee  has 
fixed  $4  as  a  maximum  price  for  bituminous  coal  at  the  mines;  indeed, 
the  committee  is  to-day  advised  by  one  of  the  large  coal  operators 
who  mined  one  and  a  half  million  tons  of  bituminous  coal  during  the 
^ivt  seven  months  of  this  year,  that  the  average  price  which  is  re- 
tired for  this  coal  during  these  seven  months  was  $3.20,  and  that  the 
iverage  pmce  which  he  received  during  the  month  of  July  was  $3.81. 
^^»ntinued  high  price  of  coal  will  result  in  another  step  up  in  the 
•M  of  living  ana  an  increase  in  the  cost  of  construction  which  must 
n«'vitably  react  in  increased  rentals. 

That  concludes  the  statement  that  I  have  prepared.  I  want  to  lay 
tl  M^  facts  before  you  to  indicate  iust  what  we  have  been  trying  to 
i".  While  our  cqmmittee  was  really  appointed  by  the  Senate  to  take 
^'  the  question  of  housing,  which  we  believe  to  be  a  nation-wide  one, 
**'  have  delved  into  many  of  those  things  which  relate  directly  and 
r.  iinprtly  to  the  housing  shortage — transportation,  fuel,  and  financ- 
'!.:.  We  have  held  sessions  in  the  city  of  New  York  and  in  the  city 
'  t  Baltimore,  and  it  is  only  natural  that  we  should  come  here  to  this 
sr^Ai  city  of  homes,  which  has  got  so  much  to  encourage  home  owners, 
'•-fh#*r  than  tenantry,  which  is  the  prevailing  practice  in  the  city  in 
'^  i'^h  I  live. 

I  want  to  thank  you,  Mr.  Mayor,  for  your  cordial  reception.    [Ap- 

The  committee  has  received  several  communications  from  people 
'  -»'ling  in  the  city,  making  complaints  concerning  certain  specific 
*•  :ncR.  One,  for  instance,  is  from  a  lady  who  complains  of  some  one 
'  Ming  out  her  deposit  on  the  purchase  price  of  a  house. 
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If  this  ladv  is  present,  she  will  understand  that  I  Avill  hand  her 
telegram  to  the  mayor,  and  will  have  him  turn  it  over  to  the  distrirt 
attorney-  Those  are  matters,  of  course,  with  which  the  local  au- 
thorities only  can  deal.    We  can  only  deal  with  the  Federal  matters. 

The  committee  would  like  to  hear  now  from  Mr.  Walter  H.  John- 
son, of  the  Philadelphia  Electric  Co. 

STATEMENT  OF  MR.  WALTER  H.  JOHNSON,  VICE  PRESIDENT 

PHILADELPHIA  ELECTRIC  CO. 

Mr.  Johnson.  Senator,  after  listening  to  your  splendid  address, 
I  am  a  little  at  a  loss  to  know  just  hdw  I  shall  begin  my  statement. 

I  was  extremely  well  pleased  to  learn  of  the  action  that  you  are 
endeavoring  to  take  with  the  Shipping  Board.  One  of  the  things  that 
caused  a  good  deal  of  trouble  in  the  past  in  the  way  of  a  car  shortage, 
has  been,  I  am  advised,  that  the  all-rail  rate  to  New  England  was 
$1.40  a  ton  cheaper  than  by  water.  Railroad  people  tell  me  that  that 
meant  about  three  cars  lost.  Now,  as  I  said,  your  report  covered  most 
of  those  things  in  splendid  shape. 

I  am  going  to  talk  of  the  Philadelphia  Electric  Co.'s  condition, 
and  to  an  extent  this  covers  similar  electric-light  companies  throiisrh- 
out  the  United  States. 

Until  tlic  Interstate  Commerce  Commission  issued  its  various  or- 
ders, and  especially  that  special  order  for  the  Philadelphia  Electric 
Co.,  we  ran  for  weeks  on  one  day's  supply  of  coal — and  we  use  3,()00 
tons  a  day.  If  it  had  not  been  for  the  splendid  help  that  we  received 
from  our  large  shippers,  like  Peale,  Peacock  &  Kerr  and  Madiera 
Hill  &.  Co.,  some  one  would  have  had  to  confiscate  coal  for  us.  The 
first  relief  came  in  order  No.  8,  when  Madiera  Hill  &  Co.  let  us  have 
12,000  tons  over  and  above  our  contract  for  immediate  delivery,  at  a 
very  fair  and  reasonable  price.  Now,  Senator,  T  do  not  know  whether 
I  am  going  along  the  lines  that  you  desire.  I  should  have  said  I  am 
not  here,  of  course,  to  say  anything  derogatory  to  help  that  other 
people  may  need.  I  am  talking  now,  as  I  said  before,  for  the  Phila- 
delphia Electric  Co.  only. 

The  Chairman.  Mr.  Johnson,  w^e  know  of  your  difficulties. 

Mr.  Johnson.  Yes. 

The  Chairman.  We  know  that  from  witnesses  who  appeared  before 
the  committee  in  New  York.  We  know  that  a  special  order  was  issued 
to  relieve  the  Philadelphia  condition.  We  know,  <oo,  from  an  ex- 
amination of  witnesses  in  New  York,  of  the  condition  of  the  public 
utilities  there  and  the  public  utilities  in  Baltimore ;  and  we  assume  that 
you  have  had  the  same  problems. 

Mr.  Johnson.  Correct. 

The  Chairman.  What  we  would  like  to  know  is  your  view  of  the 
general  situation.    You  are  the  president 

Mr.  Johnson  (interposing).  No;  vice  president. 

The  Chairman.  Of  the  Philadelphia  Electric  Co.? 

Mr.  Johnson.  Yes. 

The  Chairman.  Now,  just  what  is  the  function  of  that  company! 

Mr.  Johnson.  Supplying  light  and  power  by  electricity  tnrough- 
out  the  entire  city  of  iPhiladelphia,  and  in  a  great  portion  of  toe 
adjacent  territory. 
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The  Chairman.  Do  you  funiish  power  for  the  industries  here? 

Mr.  Johnson.  We  do. 

The  CHAiR:kiAN.  Do  you  furnish  the  gas  here,  or  only  the  electric 
power  ? 

Mr.  Johnson.  Xo:  Mr.  Thompson,  of  the  United  Gas  Improvement 
Co.,  will  speak  for  the  gas  interests. 

The  Chairman.  Do  you  furnish  the  power  to  operate  the  surface 
railroads  ? 

Mr.  Johnson.  The  great  bulk  of  it.  We  operate  also  on  the  Penn- 
^ylvania  Railroad  all  their  electrification. 

The  Chairman.  What  are  your,  coal  needs — youf  total  coal  needs — 
each  year  ? 

Mr.  Johnson.  We  will  burn  this  year  938,000  tons.  We  have  on 
contract  1,020,000  tons. 

The  Chairman.  JSo  that  you  contracted  for  your  total  supply  at 
the  iLMial  time  this  year? 

Mr.  Johnson.  Yes ;  but  we  have  had  to  go  into  the  market. 

The  Chairman.  Yes ;  vre  w^ill  come  to  that  later.  So  that  you  did 
everything  possible,  as  you  have  in  past  5^ears,  to  prepare  for  any 
emergency  to  take  care  of  your  business? 

Mr.  Johnson.  Correct. 

The  Chairman.  And  your  contracts  were  made  when  ? 

Mr.  Johnson.  Some  of  them  were  made — the  bulk  of  them,  I 
dioiild  say.  were  made  three  years  ago.    They  are  five-year  contracts. 

The  Chairman.  And  they  were  made  with  responsible  coal  opera- 
tives? 

Mr.  Johnson.  Oh,  very  responsible;  ves.  I  have  named  them — 
r*eale.  Peacock  &  Kerr,  and  Madiera,  Hill  &  Co.,  and  they  run  for 
five  years. 

Tiie  Chairman.  At  what  prices? 

Mr.  Johnston.  To  Peale,  Peacock  &  Kerr  we  are  paying  now  about 
$•3.00  a  long  ton,  and  we  are  paving  Madiera,  Hill  &  Co. — we  do  not 
I'uv  as  much  from  them  and  therefore  we  are  paving  them  a  little 
liidier  price— I  think,  $3.90. 

Tlie  vhairman.  At  the  mine? 

Mr.  Johnson.  Yes :  at  the  mines — a  long  ton. 

The  Chair^i AN.  And  your  contract  provides  that  a  certain  amount 
'»f  <*oal — a  specific  amount — shall  be  delivered  each  month? 

Mr.  Johnson.  Correct. 

The  Chair3ian-  And  in  this  arrangement  do  j'ou  endeavor  to  build 

;•  a  surplus  supplv'  for  winter? 

Mr.  J<»HNsoN.  Yes :  beginning  the  1st  of  April  we  speed  up.  Our 
•"T-umntion  goes  down  and  we  try  to  push  the  shipments. 

The  C*HAiRMAN.  You. consume  more  in  the  winter  than  in  the  sum- 
.'!  ♦*r.  of  course  i 

^fr.  JoHN.soN.  Yes:  and  the  difference  goes  on  the  lot,  and  in 
r-Tnul  times  w<»  always  felt  nervous  if  we  did  not  have  throe  months' 
•  :;»Iy.  Of  course  during  the  war  we  had  about  JU)  days'  supply, 
• '  •]  \^x  till'  time  we  rt»ached  the  1st  of  April  we  were  very  much  down. 

Th«*  Chairman.  And  then  von  began  to  build  up? 

Mr.  JoiiN<Mix.  Yes:  and  tlien  we  l)egan  to  build  up,  until  these 
'ijlf<r.i«|  strikes  came  along,  and  bv  June  12  we  were  down  to  one 

'.V  Mipply  of  coal,  and  we  lived  t'hat  way  until  we  got  this  special 
•••  i-r  Xo.  8. 
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The  Chairman.  And  now  you  are  getting  all  that  you  need,  and 
you  are  commencing  to  build  up  a  little  surplus? 

Mr.  Johnson.  We  have  to-day  about  46,000  tons  on  the  lot,  and  we 
are  using  on  an  average  about  20,000  tons  a  week;  so  we  have 
about 

The  Chairman  (int^posing).  Two  and  a  half  weeks'  supply! 

Mr.  Johnson.  No  ;  we  have  at  one  station  here — ^I  have  the  facts 
on  a  memorandum  here — at  one  of  our  large  Schuylkill  stations,  from 
which  the  Pennsylvania  Bailroad  and  the  Philadelphia  Bapid 
Transit  get  the  bulk  of  our  current,  we  have  12.2  days^  s^Pply  ^^ 
hand;  at  our  big  Chester  station  we  have  13.9  days'  supply  on  hand; 
and  at  our  Tacony  station  we  have  46.5  days'  supply  on  hand.  At 
Tacony,  on  account  of  the  winter  conditions,  we  must  enter  the 
winter  there  with  a  hundred  days'  supply. 

The  Chairman.  What  reason  did  the  coal  operators  dealing  with 
you  give  for  not  keeping  up  with  your  supply  during  the  spring! 

Mr.  Johnson.  Car  shortage.  Peale,  Peacock  &  ^rr  are  only  21 
per  cent  behind  in  their  contract,  showing^ that  they  have  given  us 
splendid  treatment. 

The  Chairman.  Did  you  have  any  reason  to  believe  that  these  coal 
contractors  were  selling  coal  to  outsiders  at  a  spot  price? 

Mr.  Johnson.  Not  the  slightest  suspicion  that  they  would  do  it; 
no.  They  are  too  high  grade.  Madiera,  Hill  &  Co.  are  only  15  per 
cent  behind  in  their  contract. 

The  Chairman.  That  is,  now  ? 

Mr.  Johnson.  Yes,  now.  This  means,  of  course,  April  to  April — 
the  coalyear. 

The  Chairman.  And  you  attributed  the  difficulty  to  what,  Mr. 
Johnson  ? 

Mr.  Johnson.  Car  shortage.  I  will  give  you  an  example.  One  of 
the  new  contracts  we  made  to  meet  our  increasing  demands*  we 
made  a  contract  with  the  Climax  mine  for  100,000  tons.  We  get  the 
entire  output  of  that  mine.  Owing  to  car  shortage,  they  are  61  per 
cent  behind  in  their  contract.  They  are  gaining  a  little  now  under 
this  preference  order,  but  thej  have  been  as  high  as  67  per  cent 
behind.  They  have  a*  mine  rating  of  67  cars  a  week,  and  I  have  seen 
it  when  they  only  got  9. 

The  Chairman.  What  proportion  of  the  coal  that  you  required  for 
use  during  this  early  summer  and  spring  did  you  have  to  go  out  and 
buy  at  a  spot  price  ? 

Mr.  Johnson.  Well,  74,000  tons,  actually.  Now,  12,000  tons  of 
that  we  got  at  a  decent,  respectable  price,  as  I  told  you,  from  one 
of  our  regular  shippers.  Another  large  firm  let  us  have  a  hundred 
cars  at  a  fair  price.  We  bought  around  60,000  tons  of  coal,  ranginji: 
from  $0.50  to  $12.75  at  the  mines,  and  I  have  had  coal  offered  since— 
somebody  phoned  in  and  very  kindly  offered  us  coal  at  $17.90  at  the 
mines,  but  we  said  we  would  shut  down  first. 

The  Chairman,  Will  you  give  the  committee  the  names  of  the  men 
from  whom  you  pui-chased  this  coal  at  this  high  price? 

Mr.  Johnson.  I  could  not  give  that  to  you  now.  It  is  done  through 
various  channels,  you  know — brokers  and  everything  else. 

The  Chairman.  I  would  like  the  name  of  the  personyou  bought 
from.  Will  you  take  our  address  in  New  York — ^29  West  Tiiirty-ninth 
Street — and  send  that  to  us  later  ? 
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Mr.  Johnson.  Yes,  sir ;  I  will  do  so. 

The  Chairman.  So  at  the  time  you  were  buying  this  spot  coal,  about 
what  proportion  was  that  of  your  total  consumption  during  the  period 
you  were  Duying  it  ? 

Mr.  Johnson.  We  were  using  during  that  period  about  76,000  to 
60,(0)  tons  of  coal  a  month.  Using  3,0(X)  tons  a  day,  and  only  having 
a  (lay's  supply  on  the  lot,  is  some  job  to  keep  your  stations  running. 
One  man  was  working  day  and  night  until  he  killed  himself.  We 
only  used  to  buy  spot  coal  and  then  we  would  shove  our  remilar  coal 
on  the  lots,  and  that  is  how  we  come  to  have  on  the  lots  to-oay  46,000 
tons. 

The  Chairman.  During  the  time  that  you  were  buying  spot  coal, 
what  percentage  was  that  of  your  total  consumption? 

Mr.  Johnson.  I  could  not  answer  that.  We  are  consuming  3,000 
tons,  and  we  bought  in  the  neighborhood  of  74,000  tons,  and  that  was 
spread  over  from  June  until,  I  think,  some  time — well,  when  this 
[)referential  order.  No.  9,  came  out  we  stopped  buying  any  high- 
priced  coal. 

The  Chairman.  That  was  when,  please? 

Mr,  Johnson.  Was  not  that  July  21  ?    I  think  it  was  ? 

Mr.  MiiAJSM.  Yes. 

The  Chairman.  You  have  been  informed,  I  presume,  of  the  fact 
tiiat  we  are  exporting  a  great  deal  of  coal  to  Europe  and  other  parts 
'>i  the  world? 

Mr.  Johnson.  Yes,  sir.  I  attended  those  sessions  in  Washington 
as  one  of  the  utility  representatives.  I  heard  the  chairman  of  the 
lar  service  board  say  that  for  the  first  five  months  they  had  ez- 
r*»rt€d  5,000,000  tons,  or  4,000,000  tons,  more  than  during  the  five 
uionths  of  1919. 

The  Chairman.  The  fibres  indicate  that  during  the  past  three 
months  we  have  exported  about  four  times  as  much  as  we  ever 
«r.\rwirted  before. 

>fr.  Johnson.  Yes. 

The  Chairman.  Do  you  think  those  heavy  exports  have  affected 
t..»»  supply  here  to  you  and  other  industries  throughout  the  country  I 

Mr.  «JoHNsoN.  They  use  up  the  cars. 

The  Chairman.  Yes. 

)Ir  Johnson.  You  see,  as  a  miner  said  to  me,  a  man  can  mine 
r< "  k  and  black  sand,  and  ship  it  as  ^'  pool  No.  18,"  and  he  gets  cars 
.  <  like  the  next  fellow — the  honest,  decent,  respectable  miner.  Now, 
.:  \im  cimld  close  down  on  that  kind  of  thin^,  and  the  railroads 

..  i  fret  their  eauipment — but  you  do  not  get  the  car  allotment  by 
•• ". --n  of  those  fellows.  They  are  entitled,  under  the  law,  to  as  much 
I-  1  «l<vf nt,  respectable  miner  gets,  and  the  equipment  is  being  used 

'  .f;  rarrj'ing  rock  and  black  sand. 

J :  ♦»  Chairman.  If  instead  of  exporting  four  times  as  much  as  we 

-  i  to  we  only  exported  about  twice  as  much;  in  other  words,  cut- 
'  ':  <lown  our  expiorts  one-half,  and  i-eleasing  those  transportation 
'  iu^  for  home  needs,  that,  you  believe,  would  relieve  the  situa- 
t    '  funterially,  do  you  not  ? 

Mr.  JoHNMiX.  Very  much. 

I  lie  ChAirmax.  Have  you  been  informed  that  practically  all  of 

•  ♦•xiwrt  coal  was  spot  coal?    In  other  words,  that  the  coal  opera- 

••  h**re  were  getting  the  big  prices  for  that  export  coal  ? 
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Mr.  Johnson.  I  do  know  that  a  man  from  England  appealed  to  a 
coal  shipper  for  coal,  and  he  said  he  had  not  any  to  sell  him,  and 
then  casually  he  asked  him  what  he  could  afford  to  pay  for  coal, 
and  if  my  memory  is  correct,  he  said  he  could  afford  to  pay  as  hijrh 
as  $21  per  net  ton  at  the  mine  for  the  coal. 

The  Chairman.  Have  you  heard,  Mr.  Johnson,  that  Great  Britain 
has  fixed  the  price  on  her  export  coal,  and  also  the  quantity  that  she 
shall  export,  and  that  that  quantity  is  one-third  as  much  as  it  was 
before? 

Mr.  Johnson.  I  have  been  so  advised ;  yes,  sir. 

The  Chairman.  So  that  evidently  we  are  filling  the  vacant  place 
that  Ensfland  fonnerly  occupied,  in  supplying  the  coal  for  the  world? 

Mr,  Johnson.  Yes,  sir. 

The  Chahiman.  And  if  it  is  a  fact  that  the  export  coal  is  going  out 
at  these  high  prices,  undoubtedly  that  is  reflected  in  the  high  prices 
that  the  American  consumer  is  compelled  to  pay  ? 

Mr.  JoHHNsoN.  Yes. 

The  Chairman-  Mr.  Storrow,  the  New  England  coal  administrator 
said  recently  before  our  committee  that  these  large  exports  of  coal 
at  the  high  prices  being  paid  for  export  coal,  in  his  judgment,  meant 
an  additional  payment  on  the  part  of  the  American  consumer  of  at 
least  $300,000,000  this  vear. 

Mr.  Johnson.  I  would  not  be  a  bit  surprised  at  that. 

The  Chairman.  Is  there  anything  else  that  you  care  to  say  to  the 
committee? 

Mr.  Johnson.  I  think  I  have  covered  about  everything.  There  is 
no  use  of  my  putting  on  the  record  the  general  statement  of  the  gen- 
eral conditions.    You  know  them,  of  course. 

The  Chairman.  Yes. 

Mr.  Johnson.  As  I  said.  Senator,  I  was  extremely  well  pleased 
with  your  address,  and,  in  closing,  the  only  thing  I  would  like  to  add 
is  that  I  would  like  to  see  nothing  done  or  recommended  in  the  slight- 
est to  curtail  the  orders  of  the  Interstate  Commerce  Commission ;  ])ut 
I  should  like  very  much  to  have  you  see  the  necessity  of  requesting 
that  they  extend  order  No.  9  not  only  to  September  21  but  longer  and 
cut  out  iree  stora^re.  If  we  have  not  150,000  tons  of  coal  on  our  lot  as 
a  minimum  on  November  15,  we  are  going  to  have  trouble  and  some- 
body is  going  to  confiscate  coal  to  keep  us  going  when  the  elements  are 
against  us;  and,  in  my  judgment,  it  is  very  easy  for  them  to  check 
us  up ;  the}^  get  these  reports  every  day  that  we  get,  and  it  is  very  easy 
for  them  to  check  up  and  say, "  We  will  allow  you  six  weeks'  supply," 
and  you  tell  them  what  your  six  weeks'  supply  is,  and  prove  it  to  them 
if  necessary,  and  that  is  what  ought  to  be  done.  Order  No.  9  should 
be  employed. 

The  Chairman.  Mr,  Johnson,  this  is  a  railroad  problem.  It  is  a 
diilicult  one. 

Mr.  Johnson.  Yos. 

Tlie  Chair:viax.  We  are  here  to  encourage  the  Nation's  industries. 
We  want  to  try  to  find  out  how  to  do  it  and  we  want  to  trv  to  en- 
courair^  the  railroads  and  the  men  wl)o  are  conducting  a  decent 
business,  and  particularly  to  encourage  the  construction  industries  of 
the  Nation.  We  feel  that  there  is  a  great  calamity  facing  the  Nation 
which  may  put  us  in  a  year  or  two  in  a  position  where  Great  Britain 
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is.  where  sl^e  is  actually  paying  subsidies  for  builders  to  build  houses; 
and  we  are  trying  to  take  time  by  the  forelock  and  avoid  that.  Now, 
tlie  railroad  companies,  as  you  know,  are  trying  to  increase  their 
mileage  each  day. 

Mr.  Johnson.  Yes. 

The  Chairman.  And  you  gentlemen  and  everybody  else  can  help 
by  getting  the  coal  out  of  the  coal  cars  and  providing  facilities  for 
dumping  them  and  getting  them  back  again. 

Mr.  Johnson.  Yes. 

The  Chairman.  And  every  industry  here  and  in  every  other  part 
of  the  country  could  do  what  they  can  in  that  direction. 

Mr.  Johnson.  That  is  what  we  are  doing. 

The  Chairman.  We  are  paying  the  war  cost  now.  We  have  done 
nothing  to  increase  our  railroad  facilities  and  our  business  and  plant 
facilities  during  the  war,  and  we  are  paying  the  cost  of  that.  It  is 
iroing  to  take  us  some  time  to  get  back,  and  we  have  all  got  to  help 
to  get  back. 

Mr.  Johnson.  Well,  generally  speaking  for  the  public  utilities,  we 
had  to  go  ahead  in  order  to  function.  1  have  had  nothing  but  the 
kindest  thoughts  from  the  office  boy  up  to  the  highest  official  with 
their  desire  to  be  helpful  to  us  in  this  coal  crisis. 

The  Chairman.  Thank  you,  Mr.  Johnson.  Now,  is  Mr.  Thompson 
in  the  room,  please — Mr.  Faul  Thompson  ? 

STATEMENT  OF  MB.  PATTL  THOMPSON,  VICE  FBESIDENT,  TTNITED 
0A8  IMPEOVEMENT  CO.,  FHILASELFHIA,  FA. 

The  Chairman.  Mr.  Thompson,  you  have  heard  the  testimony  of 
Mr.  Johnson.    Can  vou  add  anything  to  that,  from  your  experience? 

Mr.  Thompson.  Well.  Senator,  I  think  our  experience  would  run 
fairlv  parallel  with  the  experience  of  Mr.  Johnson  and  the  Phila- 
«!♦  Iphia  Electric  Co.  The  United  Gas  Improvement  Co.  is  the  op- 
erating gas  company  of  the  Philadelphia  gas  works.  The  gas  works 
.iTv  owned  bv  the  municipality  arid  leased  to  the  United  Gas  Improve- 
n-nt  C^o.  We  supply  gas  to  about  425,000  people  in  the  city  of 
Piiiladelphia. 

The  Chairman.  Four  hundred  and  twenty-five  thousand? 

Mr.  Thompson.  Yes. 

The  Chairman.  Families? 

Mr.  Thompson.  Meters  or  accounts.  Gas  is  used  for  lighting  for  a 
I  mited  extent,  and  larjrely  for  heating  and  industrial  purposes  in 
'.inufnrturinfiT  establishments.     The  company  is  very  vitally  inter- 

•  *••!  in  the  building  situation,  which  you  liave  described  in  your 
••TV  adn.iraMe  address.     To  properly  function,  it  must  be  in  position 

*  •  fiimLsh  the  facilities  of  gas  to  such  new  houses  as  may  he  built, 
i*  i«i  also  tremendously  interested  in  being  able  to  furnish  the 
^  •iliti<»s  fiir  those  houses  which  have  been  built  and  which  they  are 
*i -w  supplying,  and  the  coal  situation  and  the  oil  situation  present 
.  ffirulties  not  only  physical  shortage  but  of  economic  shortage,  for 

•'.-  rea.«on  that  unless  the  gas  can  be  produced  at  a  price  that  is  less 
•'  an  the  selling  price — and  the  cost  of  coal  and  oil  and  labor,  which 
•'.'»-r  into  the  gas,  are  the  factors  in  that  situation — neither  the  gas 
'  mpanies  nor  any  utility  can  properly  function;  and,  in  that  respect, 

a»1  &~21  —VOL  1 28  i 
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we  are  vitally  interested  in  these  very  high  costs  whicl>  have  been 
brought  about  by  many  conditions,  some  oi  which  I  believe  are  con- 
trollable, and  some  of  which  it  will  be  difficult  to  control. 

Our  experience  has  been  about  the  same  as  that  of  the  Philadelphia 
Electric  Co.  in  the  matter  of  the  supply  of  coal.  I  think  that  we 
have  obtained  about  50  per  cent  of  our  contract  coal.  We  have  paid 
as  high  as  $10.50  a  ton  for  spot  coal  at  the  mines.  You  will  appre- 
ciate that  a  ton  of  gas  coal  produces  somewhere  between  9,000  and 
10,000  cubic  feet  of  gas,  and  if  the  price  goes  from  $6  to  $11,  that 
there  is  45  cents  added  to  the  cost  oi  gas,  which  is  way  beyond  the 
margin  of  any  gas  company,  to  my  knowledge. 

The  Chairman.  And  you  can  not  add  that  to  the  price  as  building- 
material  men  can? 

Mr.  Thompson.  Noj;  we  can  not.  Then,  too,  the  high  cost  of  coal 
has  been  reflected  in  the  price  of  oil,  and  we  are  very  large  con- 
sumers of  oil,  running  up. to  about  50,000,000  gallons  a  year. 

Now,  the  increase  in  the  price  of  oil  in  the  last  year  from  5  cents 
a  gallon  to  13.5  a  gallon  Reflected  in  50,000,000  gallons  of  oil  is  a 
very  large  sum,  so  that  I  speak  of  it  as  an  economic  shortage  as  well 
as  a  physical  shortage,  and  our  interest,  of  course,  is  in  being  able  to 
properly  function  so  th«t  we  can  take  care  of  such  buildings  as  may 
be  erected.  »^' 

We  are  tremendously  interested,  Senator,  in  convincing  you  of  the 
advisability  of  assisting  us  in  a  request  to  the  Interstate  Commerce 
Commission  for  an  extension  of  Order  No.  9  beyond  September  21, 
which,  as  you  kn<i^,"provides  for  car  assignments  for  coal  contracts, 
and  also  the  broadening  of  that  order,  so  that  we  could  increase  our 
stocks.  When  »i)^)roaching  the  winter  season,  even  under  the  most 
favorable  railroad  conditions,  we  have  difficulties  in  transportation. 
I  do  not  recall  any  year  in  the  past  20  years  that  we  have  not  drawn 
on  our  stocks  very  materiallv  through  the  winter  months — especially 
in  the  plants  in  the  North,  w^iere  we  have  snow  and  interruptions  due 
to  weather  conditions ;  and  unless  we  can  build  up  our  stocks,  we  cer- 
tainly will  be  considerably  handicapped,  and  compelled  either  to- 
shut  down  or  to  get  some  relief  in  the  way  of  having  cars  consigned  to 
other  people  diverted  for  our  use,  which  is  of  a  semipublic  character ; 
and,  therefore,  if  the  Interstate  Commerce  Commission  could  be  per- 
suaded to  broaden  its  order  so  as  to  allow  for  a  car  assignment  which 
would  provide  for  more  than  the  daily  needs,  it  would  very  materially 
assist  us  in  our  problems — and  our  problems  are  public  problems. 

The  Chairman.  I  realize  how  difficult  the  situation  is  with  you,  and 
how,  after  all,  the  continued  operation  of  the  public  utilities  of  a  com- 
munity is  an  important  thing.  The  community  must  have  heat  and 
light  and  transportation,  and  when  they  fail,  everything  else  fails 
and  the  committee  will  be  very  glad  to  take  into  consideration  your 
request.  We  have  had  similar  requests  from  other  communities,  but 
we  are  convinced  that  relief  would  come  if  something  were  done  to 
curtail  the  great  exports  of  coal.  The  condition  prevailing  to-day  i^ 
that  we  are  exporting  four  times  as  much  coal  as  ever  before,  and  the 
public  utilities  of  Philadelphia  and  other  great  cities  are  crving  for 
coal,  and  the  industries  of  the  whole  country  are  at  a  stancJstill  be- 
cause of  a  need  of  transportation  facilities,  w-hich  makes  the  situation 
very  trying  indeed. 
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Mr.  Thompson.  I  am  not  sufficiently  well  acquainted  with  you,  sir, 
to  ask  you  to  accept  my  statement,  but  1  understand  that  the  estimated 
export  of  coal  is  al>out  30,000,000  tons  per  annum,  and  that  in  con- 
nection with  the  export  of  coal,  not  only  is  that  a  very  large  item  so 
far  as  tonnage  is  concerned,  but  the  shipping  question  involved  means 
tyinp  up  of  cars  foi'an  abnormally  long  time;  so  that  it  would  affect 
considerably  more  than  30,000,000  tons  of  coal  per  annum  in  the  quick 
use  of  cars,  if  they  were  not  tied  up  at  the  export  points. 
The  Chairman.  Mr.  Thonlpson,  you  are  a  user  of  considerable  oil? 
ilr.  Thompson.  Yes;  we  use  in  Philadelphia — I  might  say  that 
we  are  the  operators  of  the  Philadelphia  plant,  and  we  are  also 
largely  interested  as  stockholders  in  a  number  of  other  plants 
Ihrou^iiout  the  country — gas  and  electric  plants.  In  Philadelphia 
we  will  use,  I  think,  in  the  next  12  months  fifty  to  sixty  million 
gallons  of  oil,  and  in  the  plants  in  which  we  are  interested  as  stock- 
holders we  will  use  in  the  aggregate  very  nearly  that  amount  more, 
so  1  think  that  we  are  interested  really  in  the  use  of  nearly  a  hun- 
dred gallons  of  oil  per  annum. 

The  Chairman.  The  prices  of  oil  are  higher  this  year  than  last 
year,  are  they  not? 

Mr.  Thompson.  Our  contract  for  oil,  which  expired  within  the  last 
two  months,  was  5  cents  a  gallon.  We  have  contracted  for  part  of 
our  supply,  the  oil  companies  not  being  willing  to  make  a  contract 
for  more  than  six  months,  and  we  are  paying  13^  cents,  so  our  cost 
is  increased  &J  cents  a  gallon. 

The  Chairman.  How  does  that  price  compare  with  the  price  five 
years  ago? 

Mr.  Thompson.  The  price  five  years  ago  was  3  cents  a  gallon. 

The  Chaibman.  Have  vou  any  idea  with  respect  to  the  exports 
of  oil  ? 

Mr.  Thompson.  No  ;  I  have  not. 

The  Chairman.  Whether  they  have  increased  in  the  last  year  or 
two  or  within  the  last  year! 

Mr.  Thompson.  No;  I  do  not  think  I  could  give  vou  |iny  informa- 
tion on  that.  My  impression  is,  however,  that  there  is  a  greater 
wiltime  of  export  of  oil,  although  that  was  somewhat  complicated 
bv  the  war  conditions,  in  supplying  fuel  to  the  Navy. 

Tlie  Chairman.  Mr.  Thompson,  the  price  of  the  commodity  that 
Tou  are  manufacturing  is  fixed  by  law  or  by  public  regulation? 

Mr.  Thompson.  The  price  of  our  commodity  is  fixed  in  the  lease 
between  the  city  of  Philadelphia  and  ourselves. 

The  Chaibman.  WTiat  price  are  you  allowed  to  charge? 

Mr.  Thompson.  We  charge  $1  a  thousand  cubic  feet,  of  which  25 
f*'Ui^  is  paid  to  the  city  treasurer  under  the  agreement;  so  that  we 
I  \e  for  our  own  purposes — that  is,  for  paying  the  cost  of  oj)era- 
ii'«n  an<i  the  cost  of  production  75  cents  per  thousand  feet,  which  is 
»  ver>-  inadequate  amount,  and  which  is  at  the  present  time  the  sub- 
j*  t  of  negotiations  with  the  city  for  the  purpose  of  attempting  to 
mt  relief. 

The  ( *HAiR3fAN.  Can  the  city  increase  that  price  without  resort  to 

l*;:wlalion? 
ilr.  Thomps^on.  Yes;  the  city  has  the  power  to  increase  the  price. 
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The  Chairman.  Is  there  a  public-service  commission  here  that 
passes  upon  that  or  do  the  mayor  and  the  council  pass  on  that? 

Mr.  Thompson.  There  is  a  public-service  commission.  I  think  I 
would  not  care  to  have  what  I  am  about  to  say  taken  down.  Senator. 

The  Chairman.  Never  mind,  Mr.  Stenographer. 

(Informal  discussion  off  the  record.) 

The  Chaihman.  Is  there  anything  else  you  care  to  say  to  the  com- 
mittee, Mr.  Thompson? 

Mr.  Thompson.  I  think  I  have  notliing  further,  sir,  except  to 
again  emphasize  my  hope  that  you  will  see  fit  to  request  the  Inter- 
state Cl'ommerce  Commission — we  believe  you  have  the  right  to  make 
that  request — in  connection  with  the  extension  of  Order  No.  9,  and 
the  broadening  of  that  order,  to  allow  us  to  stock  coal  and  not  be  lim- 
ited to  a  supply  only  sufficient  for  our  daily  use. 

The  Chairman.  1  have  no  doubt  that  something  of  that  kind  may 
be  done  to  take  care  of  you.    I  thank  you,  Mr.  Thompson. 

Mr.  Miller.  Even  though  that  required  a  curtailment  or  curbing 
of  exports? 

Mr.  Thompson.  Even  though  it  involves  a  curtailment  of  exports? 

Mr.  Miller.  Yes. 

Mr.  Thompson.  I  think  that  our  own  domestic  situation  is  parn- 
moun4.  I  think  we  are  not  dealing  with  this  as  if  we  were  doing 
something  that  entirely  redounded  to  our  own  benefit.  When  we 
have  the  custody  of  the  comfort  and  tlie  necessities  of  425,000  houses 
or  consumers  in  the  city  of  Philadelphia,  it  is  something  more  than 
merely  a  personal  matter  or  a  corporate  matter. 

The  Chairman.  How  much  coal  does  your  concern  use  annually 
here  ? 

Mr.  Thompson.  We  use,  I  would  think,  an  average  of  about  1,800 
tons  a  day.  It  is  a  seasonal  consumption ;  that  is,  we  use  more  in  the 
winter  than  we  do  in  the  summer ;  but  I  think  the  average  would  be 
in  the  neighborhood  of  1,800  tons  a  day,  about,  of  all  grades  of  fuel; 
that  is,  anthracite  coal,  gas  coal,  and  boiler  fuel. 

The  Chairman.  Thank  you  very  much,  Mr.  Thompson. 

Mr.  Thompson.  Not  at  all,  Senator.    I  thank  you,  sir. 

The  Chairman.  Is  Mr.  Maize,  of  the  Philadelphia  Rapid  Transit 
Co.,  in  the  room? 

STATEMENT  OF  MB.  WILLIAM  L.  MAIZE,  PUBCHASINO  AGENT, 
PHILADELPHIA  BAPID  TBANSIT  CO.,  PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Maize,  have  you  anything  to  add  to  what  the 
other  gentlemen  have  said  here? 

Mr.  JVIaize.  Nothing,  sir,  except  that  we  would  like  very  much  to 
see  the  extension  and  broadening  of  the  order  No.  9  of  the  Inter- 
state Commerce  Commission,  in  order  to  secure  an  uninterrupted 
supply  of  coal  for  the  operation  of  our  power  stations.  We  are  get- 
ting, at  the  present  time,  on  a  contract  of  125,000  tons  of  coal,  which 
was  made  in  March — we  are  getting  excellent  deliveries  from  our  con- 
tractors, Madeira,  Hill  &  Co.,  as  tar  as  their  ability  to  deliver  to  us 
will  permit.  They  can  not  do  it,  however,  apparently,  unless  the 
assigned  equipment  is  given  to  us.  If  we  are  compelled  to  go  into 
the  outside  market  to  buy  spot  coal  it  very  seriously  interferes  with 
the  cost  of  transportation,  and  we  have  a  fixed  fare  of  5  cents,  and 
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if  we  are  not  permitted  or  are  not  able  to  get  coal  at  our  contract 
price,  it  cuts  into  our  revenue  very  severely. 

The  Chairman.  Were  you  required  to  buy  much  spot  coal  during 
the  scarcity  a  month  or  two  ago  ? 

Mr.  Maize.  We  were  not  compelled  to  buy  spot  coal,  but  we  cut  into 
our  supply  of  coal  to  the  extent  of  about  8,000  or  9,000  tons.  That 
coal  was  held  in  reserve.  Otherwise,  we  would  have  had  to  go  into 
the  market  at  the  hi^h  prices. 

The  Chairman.  Is  there  anything  further  that  you  wish  to  say  to 
the  committee,  which  you  think  would  be  helpful  in  this  situation? 

Mr.  Maize.  No;  I  do  i)ot  know  of  anything  further  that. I  care  to 
say,  except  that  we  would  like  to  have  an  extension  and  broadening 
of  the  Interstate  Commerce  Commissions'  order  No.  9. 

The  Chairman.  Thank  you,  Mr.  Maize.  Now,  is  Mr.  Nicholson, 
president  of  the  Land  Title  &  Trust  Co.  in  the  room  ? 

STATEMENT  OF  MB.  WILUAM  B.  NICHOLSON,  PBESIDENT  LAND 
nXLE  &  TBUST  GO.  AND  THE  PHILADELPHIA  GO.  FOB  aUAB- 
AHTEEIN6  MOBTOAGES,  PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Nicholson,  you  are  president  of  the  Land, 
Title  &  Trust  Co.  of  Philadelphia,  1  believe. 

Mr.  Nicholson.  Yes,  sir. 

The  Chairman.  What  is  the  capital  stock  of  your  company? 

Mr.  Nicholson.  Our  capital  is  $3,000,000  and  our  surplus  and 
un^livided  profits  are  over  $9,000,000. 

Tlie  Chairman.  You  are  also  interested  in  the  bond  and  mort- 
pjre  business? 

Mr.  Nicholson.  I  am  president  also  of  the  Philadelphia  Co.  for 
^iiiaranteeing  Mortgages. 

The  Chairman.  And  that  is  a  separate  and  distinct  organization? 

Mr.  NiciitiLsoN.  Entirely. 

The  Chairman.  What  is  the  capital  stock  of  that  company? 

Mr.  Nicholson.  The  capital  is  $1^,000,000,  and  the  surplus  and 
ufiiivided  profits  are  over  $600,000. 

Ihe  Chairman.  That  company  loans  money  on  bond  and  mort- 
is icref 

Mr.  Nicholson.  Yes,  sir. 

TJie  Chairman.  And  then  assigns  the  mortgages? 

Mr.  Nicholson.  Yes,  sir. 

Ihe  (*hairman.  To  institutions  and  individuals? 

.^fr.  Nicholson.  Yes. 

1  he  Chairman.  And  it  guarantees  the  title  and  the  payment  of 
*•)••  Dfincipal  and  interest? 

Air.  Nicholson.  No;  they  have  the  policy  of  the  company — the 
I'M  A  Title  Co.,  as  a  rule,  insuring  the  title,  and  their  own  policy 
s  »ninteoing  the  payment  of  the  principal  and  interest. 

iiw*  Chairman,  itow  long  has  your  bond  and  mortgage  company 
•  u  in  existence? 

Mr.  Nicholson.  Thirteen  years. 

The  (*hairman.  In  that  period  how  much  money  have  you  loaned? 

Mr.  Nich<>l«.>n.  I  should  say,  roughly,  about  $r>0,(MK),()()(). 
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The  Chairman.  Practically  all  in  the  city  of  Philadelphia  ? 

Mr.  Nicholson.  Our  charter  confines  us  to  Philadelphia  and 
vicinity,  so  it  is  simply  suburban  Philadelphia  outside  of  the  built-up 
part  of  the  city. 

The  Chairman.  Have  your  loans  during  the  years  of  1919  and 
1920  been  up  to  what  they  were  previously? 

Mr.  Nicholson.  No;  we  have  not  been  able  to  handle  as  many  as 
we  did  previously  in  some  other  years. 

The  Chairman.  And  what  is  the  reason  for  that  ? 

Mr.  Nicholson.  The  reason  is  that  they  do  not  move  as  quickly. 

The  Chairman.  There  are  not  as  many  people  in  the  mitrket  to 
buy  securities  of  that  character  ? 

Mr.  Nicholson.  They  have  become  less.  Mortgage  investors  have 
been  diverted  into  other  classes  of  securities. 

The  Chairman.  What  is  the  reason  for  that? 

Mr.  Nicholson.  Well,  largely  the  question  of  taxation.  In  other 
words,  the  farmer,  b^  the  help  of  the  Farm  Loan  Board,  builds  his 
houses,  his  farm  buildings,  and  so  on,  on  farm-loan  bonds,  which 
are  free  from  taxation  for  Federal  purposes.  The  investor  in  a 
mortgage  on  a  house  is  compelled  to  pay  the  income  tax  as  well  as 
the  otate  tax,  and  it  makes  a  very  material  difference ;  so,  to  a  large 
extent,  the  bill  which  you  introduced  in  the  Senate — the  Calder 
bill — is  along  exactly  the  proper  lines;  that  is,  to  limit,  or  at  least 
to  free  from  taxation,  a  certain  sum  held  by  an  individual — say,  up 
to  $40,000, 1  believe  the  figure  is — and  put  the  holder  of  those  bondb 
and  mortgages  on  a  par  with  the  farmer — ^that  is,  with  the  farm- 
loan  bond  plan.  If  that  were  done,  it  would  very  greatly  simplify 
the  matter  in  Philadelphia.  Philadelphia  is  preeminently  a  city  of 
mortgage  investments.  The  people  have  been  brought  up  to  it,  and 
they  prefer  that  method  of  investment,  as  a  rule.^  The  old  residents, 
those  who  have  resided  here  for  a  long  while,  like  to  see  the  prop- 
erty that  they  have  their  money  invested  in. 

So  far  as  the  land  company  is  concerned,  every  dollar  of  our  capi- 
tal and  surplus,  practically,  is  invested  in  real  estate  or  real  estate 
securities.  I  mean,  the  real  estate  consists  of  our  banking  house 
and  buildings  and  the  other  is  in  mortgage  investments.  We  make 
in  our  builciing  department,  and  have  for  years,  collateral  loans  for 
operative  builders.  We  take  it  up  at  the  time  he  purchases  a  block 
of  ground  and  produces  his  plans  for  the  proposed  building,  and 
the  head  of  the  department  arranges  with  him  as  to  what  is  a  mar- 
ketable mortgage  on  the  particular  houses  he  is  supposed  to  build. 

The  company  agrees  to  loan,  at  the  start,  80  per  cent  of  that 
amount  on  mortgage.  The  purpose  is  to  make  the  loan  payable 
within  a  year,  usually — althougn  some  of  them  are  not  paid  oflf 
promptly — and  then  when  the  houses  approach  completion  it  is  a 
very  easy  matter  for  the  builder  to  sell  the  mortgages  to  permanent 
investors,  and  we  are  paid  off  our  80  per  cent  and  he  has  the  benefit 
of  the  other  20  per  cent  to  complete  his  houses. 

The  Chairman.  That  loan  is  sort  of  a  building  loan? 

Mr.  Nicholson.  Yes ;  a  collateral  loan.  We  make  a  practice,  and 
have  for  years,  of  doing  that  sort  of  business,  and  we  have  been  be- 
hind the  erection,  I  think  I  may  say,  of  hundreds  of  thousands  of 
houses  in  Philadelphia. 
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The  Chairman.  Just  tell  the  committee  what  you  charge  for  a 
loan  of  that  kind. 

Mr.  Nicholson.  We  get  6  per  cent  interest,  invariably,  and  our 
charges  are,  for  handling  and  loaning  the  money,  including  the  in- 
surance and  everything,  to  guarantee  against  liens  and  completion — 
we  take  the  risk 

The  Chairman.  And  searching  the  title  ? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  arranging  other  details! 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  watching  the  construction? 

Mr.  Nicholson.  Yes ;  and  our  charge  is  3  per  cent  on  the  amount 
of  the  mortgage. 

The  Chairman.  So  that  if  the  loan  were  $10,000,  your  charge 
would  be  $300? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  that  would  include  every  expense? 

Mr.  Nicholson.  Yes;  other  than  the  interest. 

The  Chairman.  Is  there  a  mortgage-tax  law  in  this  State? 

Mr.  Nicholson.  There  is  a  law  which  taxes  4  mills  in  the  hands 
of  the  investor — a  4-mill  tax. 

The  Chairman.  Is  that  a  recording  tax  ? 

Mr.  Nicholson.  No  ;  it  is  an  annual  tax.  The  real  estate  assessors 
assess  it,  and  the  taxpayer  is  presumed  to  make  a  return.  Every- 
l>n*ly  is  served  with  a  lorm,  and  they  make  out  a  return  of  the  amount 
they  have.  Of  course,  that  includes  other  investments  besides  mort- 
^'ajres;  it  includes  stocks  and  bonds  of  corporations  outside  of  Penn- 
sylvania—other than  Pennsylvania  corporations. 

The  Chairman.  In  New  York  State  mortgages  on  real  estate  are 
exempt  from  all  personal  taxation. 

Mr.  Nicholson.  Yes. 

The  CHAiR5f AN.  Except  that  they  have  a  recording  fee  of  half  of  1 
pr  cent. 

Mr.  Nicholson.  Yes. 

The  Chairman.  It  is  intended  that  that  shall  be  paid  by  the  in- 
1  Mor,  but  it  is  not ;  it  is  paid  by  the  borrower. 

Mr.  Nicholson.  Yes. 

The  Chairman.  It  works  out  that  way. 

Mr.  Nicholson.  Yes. 

The  Chairman.  Then  these  building  loans  or  these  one-year  mort- 
:rjir«i  that  you  referred  to  are  replaced  by  permanent  mortgages? 

Mr.  NicnousoN.  Yes.  We  create  the  permanent  mortgage  at  the 
«tirt.  In  other  words,  they  are  usually  executed  by  a  straw  man, 
iTnl,  MS  I  say,  we  pass  on  the  question  of  the  amount  of  the  mortgage ; 
•ir  1  those  mortgages  are  made  by  a  straw  man,  assigned  to  us  at  the 
•urt  as  collateral  for  the  loan/ which  we  immediately  pass  to  the 
'  i>«lit  of  the  operation,  and  that  is  drawn  against  weekly  as  the  build- 
i.ir-  progress  on  the  reports  of  our  inspectors ;  and  tliat,  of  course, 
f 'rnuihes  an  outlet.  For  instance,  loans  that  we  made  last  spring 
tJ.»*y  are  now  beginning  to  pay  off,  ^s  the  houses  approach  comple- 
*'*'U.  so  far  as  they  can,  ana  we  then  have  those  funds  to  loan  over 
t:rain  to  somebody  else  to  start  building. 

The  Chairman.  Yes. 
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Mr.  Nicholson.  Now,  then,  the  mortgage  company  may  or  may 
not  invest  in  these  particular  mortgages.  They  cover  the  whole  field, 
and  those  mortgages  are  sold,  as  you  understand,  to  purchasers,  the 
principal  and  interest  being  guaranteed. 

The  Chairman.  The  man  to  whom  you  have  made  the  building 
loan  may  come  in  and  arrange  for  a  permanent  mortgage  through 
your  Mortgage  Guarantee  Co.? 

Mr.  Nicholson.  Yes. 

The  Chairman.  Or  he  may  go  out  and  sell  it  to  some  individual  ? 

Mr.  Nicholson.  Yes.  They  are  usually  handled  by  brokers,  and 
thev  handle  the  whole  thin^. 

The  Chairman.  You  said  a  moment  ago  that  the  cost  of  placing  a 
building  loan,  all  expenses,  was  about  3  per  cent. 

Mr.  Nicholson.  Yes. 

The  Chairman.  Is  that  handled  by  a  broker  with  you,  and  is  there 
a  brokerage  fee  there  for  some  one  else,  too? 

Mr.  Nicholson.  Oh,  no ;  that  is  our  charge.  A  man  does  not  need 
a  broker,  and  they  do  not  often  come  with  a  broker. 

The  Chairman.  That  is  the  universal  practice? 

Mr.  Nicholson.  Yes. 

The  Chairman.  So  he  has  no  further  charge  to  meet  ? 

Mr.  Nicholson.  No.  But  he  may  get  a  broker  to  place  his  mort- 
gages  permanently. 

The  Chairman.  When  he  comes  to  place  a  permanent  mortgage 
with  your  Bond  &  Mortgage  Guarantee  Co.,  what  do  you  charge  nim 

then  ? 

Mr.  Nichoi^on.  We  exact  nothing  whatever. 

The  Chairman.  Except  for  the  search  ? 

Mr.  Nicholson.  No  ;  the  applications  are  made  so  that  they  can  be 
used  to  insure  the  purchaser  from  the  Philadelphia  company.  The 
company  makes  no  charge  of  any  commission  or  anjrthing  of  that 
kind.  It  takes  the  moHgage  and  pays  the  face  of  it.  I  may  say 
this :  At  the  present  time  the  universal  rate  is  6  per  cent  for  mort- 
gages. We  have  mortgages  made  five  years  ago  which  are  drawing  a 
lower  rate  of  interest  to-day ;  but  all  loans  now,  and  for  'a  yea  r  past, 
have  been  at  the  rate  of  6  per  cent.  For  the  last  two  months,  in  order 
to  keep  them  moving  and  to  compete  with  railroad  bonds  and  other 
securities  that  are  l)aying  7  and  8  per  cent,  we  have  arranged  for  6 
per  cent  net  to  the  investor,  and  we  find  the  owners  very  willing  to 
do  that — to  pay  our  guaranty  of  one-half  of  1  per  cent  per  annum,  out- 
side of  the  6  per  cent,  so  that  we  can  guarantee  to  the  investor  6  per 

cent  net. 

The  Chairman.  I  know  of  some  mortage  guaranty  companies  in 
other  cities  that  are  charging  6  per  cent  interest  because  that  is  their 
rate  as  fixed  by  law. 

Mr.  Nicholson.  Yes ;  and  that  is  ours,  too. 

The  Chairman.  And  then  charging  a  fee  as  high  as  10  per  cent 

Mr.  Nicholson  (interposing).  Oh,  mv.  Well,  all  that  we  have 
exacted  is  a  payment  of  our  guaranty  ot  one-half  of  1  per  cent  per 
annum. 

The  Chairman.  And  those  mortgages  run  for  three  yeai's? 

Mr.  Nicholson.  Three  years  and  five  years,  at  the  option  of  the 
borrower. 
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The  Chairman.  So  if  it  is  a  five-year  mortgage,  you  require  the 
borrower  to  pay  2^  per  cent  for  that  guaranty  ? 

Mr.  Nicholson.  No;  we  do  not  ask  him  to  pay  all  of  it  at  once. 
But  simply  to  keep  it  paid  up  in  advance. 

The  (jhairman.  These  mortgages  that  your  company  is  taking  and 
disposing  of  here  in  the  city  of  Philadelphia  are  largely  for  small 
amounts,  are  they  not  ? 

Mr.  Nicholson.  To  a  large  extent;  yes. 

The  Chairman.  Abput  what  do  they  average  ? 

Mr.  Nicholson.  If  a  large  loan  is  made — and  we  have  a  number 
of  large  loans — we  have  a  $10,000,000  loan  on  the  Wanamaker  Build- 
ing, we  have  a  $3,500,000  loan  on  the  Bellevue-Stratford,  and  we  have 
a  5^i\000,()00  on  the  Hotel  Adelphi 

The  Chairman  (interposing).  Those  were  made  some  time  ago, 
were  thev  not  ? 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  You  would  have  some  difficulty  in  placing  them 
to-day,  would  you  not  ? 

Mr.  Nicholson.  Well,  in  the  case  of  the  Adelphi  Hotel,  they  met 
tlH»  situation.  The  holders  of  those  bonds  that  do  not  mature  until 
}» ar  after  next,  are  getting  6  per  cent,  or  5 J — they  pay  us  6. 

The  CnAiR3iAN.  if  they  were  not  required  to  pay  a  very  large  fee 
for  that  extension,  I  think  it  was  good  business. 

Mr.  XicTHOLsoN.  Oh,  yes. 

The  Chairman.  But  you  are  having  difficulty  to-day  in  disposing 
<«f  mortgages  for  large  amoinits,  are  you  not? 

Mr.  Nicholson.  Yes. 

The  Chairman.  But  you  can  sell  the  small  ones? 

Mr.  Nicholson.  Yes. 

The  Chairman.  That  is,  $5,000  and  $10,000  or  thereabouts? 

^fr.  X^iciioLsox.  Yes;  but,  as  you  say,  KSenator,  the  large  amounts 
UN.  difficult  to  handle.  For  instance,  on  an  apartment  house,  we 
^^:ll  take  a  $100,000  mortgage  in  $1,000  bonds,  and  then  sell  the 
'->i:*\s  in<!ividually. 

llie  Chairman.  The  market  for  real  estate  mortgages  is  perhaps 
J-  wi-ak  to-day  as  it  has  been  in  years,  is  it  not? 

Mr.  Nicholson.  Oh,  yes;  there  is  no  question  about  that. 

The  Chairman.  That' is  to  say,  the  supply  of  money  to  loan  on  real 
'-t;ite  mortgages  nowhere  equals  the  demand? 

^fr.  Nichoi^jn.  No. 

Thf  Chairman.  Or  the  needs  of  the  city  of  Philadelphia? 

Mr.  Nirnoi^oN.  No.  There  has  been  talk  in  these  conferences 
•-  'Jt  the  banks  and  trust  companies.  Now,  the  banks  can  not  make 
ti.'a<!t»  loans.    Thev  have  got  to  take  care  of  commercial  trans- 


1*^ — that  have  an  even'day  market  value.  A  bank  can  not  afford 
•'  inve>t  in  anything  else.  Thev  have  got  to  l)e  able  to  liquidate 
•  Mr  aN^'t>:  biit  I  think  some  oi  our  trust  company  friends  might 
^^•nd  tlie  matter  somewhat  by  giving  a  preference  to  legal  securi- 
^ -.  Of  course,  wills  often  relieve  the  company  from  making  in- 
'»'tments  in  legal  securities,  but  we  prefer  that,  and  even  where 
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there  is  such  a  provision  in  the  will,  where  we  are  made  the  sole 
executor  and  trustee,  we  would  still  put  the  money  into  legal  securi- 
ties. 

The  Chairman.  You  have  had  a  very  large  experience  in  financ- 
ing housing  operations  ? 

Mr.  Nicholson.  Yes. 

The  Chairman.  Perhaps  the  largest  of  any  man  in  this  city? 

Mr.  Nicholson.  Well,  our  organizations. 

The  Chairman.  And  you  feel  that  there  has  got  to  be  some  relief 
to  meet  this  situation,  do  you  not? 

Mr.  Nicholson.  I  do  indeed ;  yes. 

The  Chairman.  And  I  gathered  from  what  you  said  a  moment 
ago  that  you  were  in  favor  of  exempting  a  limited  amount  of  mort- 
gages  from  Federal  taxation? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  you  think  that  would  help  the  situation! 

Mr.  Nicholson.  Oh,  yes;  it  would  help  amazingly;  and  I  do  not 
think  the  Government  would  lose  a  penny  in  the  transaction  either, 
because  it  would  release  taxes  which  would  go  into  improvements, 
and  everybody  would  pay  a  tax,  from  the  ground  owner  up,  and  I 
think  the  Government  would  get  more  revenue  in  that  way  tnan  they 
do  now,  or  at  least  more  than  they  would  exempt. 

The  Chairman.  It  would  release  that  much  money  for  business 
purposes,  which  would  ultimately  be  of  lasting  advantage  to  tlie 
city  of  Philadelphia  in  gathering  more  taxes  out  of  the  property 
or  buildings  constructed? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  the  Government  itself  would  gather  income 
taxes  from  the  business  prosperity  that  would  result  from  the  build- 
ing of  those  houses? 

Mr.  Nicholson.  Yes;  there  is  no  question  about  it;  and  that  was 
the  intention  of  your  bill,  I  believe. 

The  Chairman.  Now,  Mr.  Nicholson,  at  the  last  session  of  Con- 
gress a  shipping  bill  was  passed. 

Mr.  Nicholson.  A  what? 

The  Chairman.  A  shipping  bill. 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  To  encourage  the  establishment  of  the  American 
merchant  marine. 

Mr.  Nicholson.  Yes;  I  am  familiar  with  that. 

The  Chairman.  For  50  years  the  people  of  this  country  hare 
been  talking  about  a  merchant  marine.  During  the  war  we  spent 
over  $3,000,000,000  in  building  one,  and  then  Congress,  after  looking 
over  the  situation,  determined  that  we  must  do  something  to  make 
that  a  lasting  advantage  and  benefit  to  the  Nation,  and  we  passed  a 
bill,  and  that  bill  has  some  very  helpful  and  original  propositions 
in  it.  One  of  the  things  we  had  m  the  bill  was  this,  that  all  vessels — 
all  American  vessels — all  vessels  flying  the  American  flag,  when 
engaged  in  foreign  trade,  that  their  profits  in  the  foreign  trade 
should  be  exempt  from  all  profits  taxes,  provided  all  of  the  profits 
were  invested  in  building  new  ships.  We  also,  in  another  provision 
of  the  bill,  provided  that  any  American  vessel  built  in  the  United 
States  previous  to  1914,  if  sold,  the  profit  on  the  sale  would  be  exempt 
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from  all  Federal  taxation,  provided  the  entire  proceeds  of  the  sale 
were  invested  in  the  building  of  new  ships.  Now,  the  United  States 
Government  in  those  two  things  has  established  a  precedent,  it  seems 
tome. 

Mr.  Nicholson.  Yes. 

The  Chairman.  What  would  you  think  of  our  enacting  legislation 
that  would  exempt  from  all  Federal  taxation,  say,  for  a  period  of. 
five  years,  the  profits  on  new  buildings  ? 

Mr.  Nicholson.  I  see  your  poinjb,  Senator. 

The  Chairman.  New  awelhng  bouses. 

Mr.  Nicholson.  Yes. 

The  Chairman.  Provided  that  those  profits  were  invested  in  build- 
ing new  houses  ? 

Mr.  Nicholson.  It  would  stimulate  building  very  materially ;  there 
is  no  question  about  it.  It  seems  to  me  it  is  a  very  unjust  tax  any- 
how— this  tax  on  the  profits  obtained  from  the  sale  of  real  estate, 
whether  it  is  a  new  house  or  not.  It  is  all  very  well  to  tax  the  muni- 
tion manufacturer,  who  has  his  plant  and  can  repeat  his  operation 
and  get  his  profits  every  j^ear,  but  once  you  sell  real  estate  your  capital 
IS  TOne. 

The  Chairman.  Last  Thursday  in  New  York  Mr.  Otto  Kahn,  who 
is  one  of  America's  foremost  bankers  and  economists,  suggested  to 
our  committee  that  we  urge  the  repeal  of  all  the  excess-profits  tax 
laws,  and  a  modification  of  the  surtaxes,  so  that  no  individual  should 
I*  required  to  pay  more  tiian  a  30-per  cent  income  tax. 

Mr.  Nicholson.  The  same  as  in  Great  Britain. 

The  Chairman.  He  argued  that  that  would  restore  to  active  in- 
tlustry  and  to  mortgage  financing  vast  sums  of  money  which  the 
man  of  great  wealth  and  of  large  income  now  invests  in  tax-exempt 
securities. 

Mr.  Nicholson.  That  is  right. 

The  Chairman.  He  pointed  out  that  th're  are  in  this  country 
to-day  nearly  $15,000,000,000  worth  of  tax-«xempt  securities. 

Mr.  Xichouson.  Yes. 

The  Chairman.  And  that  the  man  of  large  income  is  putting  his 
money  into  those  things,  and  taking  it  out  of  industry  ana  out  of  the 
financing  of  houses :  and  that  we  would  not  have  sufficient  money  for 
tinancing  the  building  of  houses  unless  we  did  some  such  thing  as  that. 
Mr.  Kahn  opposed  the  exemption  of  mortgages  from  taxation,  on  the 
ilwiry  that  we  should  not  further  exempt  securities  or  issue  any 
further  tax-exempt  securities;  but  he  qualified  that  somewhat,  when  I 
vkwl  him  the  question,  by  saying  that  if  there  were  a  real  difficulty 
I  rv-«ing.  perhaps  for  a  period  we  might  be  compelled  to  do  so  until 
^^  jrot  over  our  difficultv;  and  Mr.  Kahn  further  suggested  that  if 
»f  repeal  the  excess-profits  laws  and  modify  the  income-tax  laws,  in 
li^'ti  oi  that  that  we  might  put  on  an  expenditure  tax  or  what  you  and 
I  might  tenn  a  consumption  tax.  Do  you  think  either  the  repeal  oi 
t  J*-  f\re>s- profits  tax,  the  modification  of  the  income  tax,  or  the 
exemption  of  mortgages  would  be  salutary  measures  to  relieve  the 
-itriation^ 

Mr.  Xn'noi>4»x.  There  is  no  question  about  it  in  my  mind. 

The  Chairman.  You  lK»lieve  we  have  got  to  do  something  of  that 
•  r.«I  in  onler  to  encourage  housing? 
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Mr.  Nicholson.  Yes. 

The  Chairman.  It  would  seem  so. 

Mr.  Nicholson.  I  was  just  shown  a  letter  this  morning  from  a  corpo- 
ration now  in  New  York — formerly  a  Philadelphia  corporation — and 
they  invested,  while  here,  largely  in  guaranteed  mortgages,  almost 
exclusively,  after  they  had  been  bitten  by  some  other  investments; 
and  I  can  readily  understand  that  when  they  went  to  New  York 
they  might  follow  that  same  course,  so  far  as  New  York  mortgages 
are  concerned ;  but  their  letter  this.morning,  with  reference  to  a  mort- 
gage that  they  were  asked  to  renew,  was  to  the  effect  that  they  doubted 
whether  they  would;  that  they  preferred  to  invest  their  money  in 
Liberty  4f  per  cent  bonds,  which,  of  course,  are  free  from  taxation, 
because  they  would  yield  eventually  more.  Now  that,  of  course,  di- 
verts that  money  from  mortgages,  you  see. 

The  Chairman.  Mr.  Nicholson,  have  the  people  of  Philadelphia 
taken  up  consideration  of  the  ad\dsability  of  asking  the  legislature 
to  exempt  from  city  taxation  new  construction  for  a  period  of  several 
years  ? 

Mr.  Nicholson.  No  ;  they  have  not. 

The  Chairman.  That  is  being  considered  in  New  York  City. 

Mr.  Nicholson.  Well,  it  is  a  very  good  thing. 

The  Chairman.  There  would  be  no  exemption  on  the  land,  but  on 
the  improvements. 

Mr.  Nicholson.  Yes. 

The  Chairman.  That  is  to  say,  houses  built  to-day,  for  the  mxt 
nve  vears  would  not  be  required  to  pay  any  taxes  on  the  improvements. 

Mr.  Nicholson.  Yes. 

The  Chairman.  But  after  that  they  would  be  required  to  pay  taxes, 
of  course. 

Mr.  Nicholson.  Yes.  My  experience  as  a  builder  and  operator, 
before  I  was  president  of  the  company,  was  that  the  assessor  waited 
around  the  corner  until  you  got  your  roof  on,  and  then  he  clapped 
on  his  assessment,  which  probably  meant  the  value  of  the  completed 
houses  for  the  next  year.  Here  we  would  have  to  educate  our  asses- 
sors to  that. 

The  Chairman.  Do  your  savings  banks  in  this  city  do  much  in  the 
way  of  loaning  money  on  real  estate  mortgages? 

Mr.  Nicholson.  Not  as  much  as  they  ought  to. 

The  Chairman.  Are  thev  of  a  mutual  character? 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  And  their  profits  are  exempt  from  taxation  ? 

Mr.  Nicholson.  Yes;  the  Philadelpliia  Savings  Fund  and  the 
Western  Savings  Fund,  which  are  the  two  largest  we  have,  have  no 
stockholders. 

The  Chairman.  Have  you  heard  whether  or  not  they  are  in  the 
habit  of  charging  bonuses  for  loans  on  real  estate  ? 

Mr.  Nicholson.  No;  I  have  not.  I  do  not  think  there  is  a  great 
deal  of  that  done  in  Philadelphia. 

The  Chairman.  I  know  of  a  Savings  bank  in  New  York  w^hich 
recently  loaned  a  man  a  hundred  thousand  dollars  on  a  first  mort- 
gage on  real  estate,  and  they  gave  him  $50,000  in  cash,  and  required 
him  to  take  $35,000  in  Liberty  bonds,  selling  at  85. 

Mr.  Nicholson.  Well,  that  might  be  excused. 

The  Chairman.  Well,  that  was  $15,000  on  $100,000. 
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Mr.  Nicholson.  Still,  at  the  same  time,  they  paid  par  for  those 
bonds. 

The  Chairman.  But  I  do  not  approve  of  that. 

Mr.  Nicholson.  Well,  they  usually  know  what  they  are  about  when 
ihey  do  a  thing  of  that  kind.  In  other  words,  they  probably  were 
not  in  funds  to  take  that  mortgage,  and  pay  all  in  cash. 

The  Chairman.  I  do  not  approve  of  that,  for  this  reason;  that  in 
the  enactment  of  our  revenue  laws  we  have  riven  mutual  savings 
bunks  and  building  and  loan  associations  and  life  insurance  com- 
panies unusual  consideration.  We  have  exempted  their  incomes  on 
their  securities  from  Federal  taxation. 

Mr.  Nicholson.  Yes.  You  mean  that  it  is  a  question  of  who  loans 
that  money.    If  we  had  gone  to  a  friend 

The  Chairman.  If  the  savings  banks  and  insurance  companies  go 
into  that  kind  of  business,  Congress  may  move  down  on  them. 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  Do  you  believe  that  if  an  easy  flow  of  mortgage 
money  were  obtainable,  that  Philadelphia  could  take  care  of  its 
housing  problem? 

Mr.  Nicholson.  I  do  not  think  there  is  any  doubt  about  it. 

The  Chairman.  That  is  the  trouble  here  to-day,  is  it  not  ? 

Mr.  Nicholson.  Oh,  yes. 

Tlie  Chairman.  And  they  would  be  able  to  take  care  of  it,  despite 
liit*  liijrh  prices  of  labor  and  material? 

Mr.  Nicholson.  Yes.  In  the  past  we  built  from  8,000  to  10,000 
hnUM^s  a  year;  and  my  recollection  is  that  prior  to  the  last  two  years^ 
a!uut.  we  were  able  ourselves  to  take  every  loan  that  came  along 
v.liere  it  was  desirable.  In  other  words,  we  had  no  regular  clientele, 
iii'i  whenever  they  wanted  to  build  we  were  able  to  loan  them  the 
riiMiiey.  Of  course,  we  loan  money  to-day.  Within  a  few  days  I 
ij 'proved  a  loan  for  one  of  our  customers,  because  he  had  paid  off 
i-nt  half  of  his  old  loan,  and  I  could  afford  to  lend  him  the  money 
••'T  a^ain;  but  if  mortgage  money  were  made  easier  to  obtain  in 
i''  .hidelphia.  it  is  my  opinion  that  we  would  have  no  difficulty  in 
t  king  care  of  ourselves  here  and  getting  back  to  something  like 
f  'rnial  conditions. 

1  he  (*HAiRMAN.  Is  there  anything  further  that*  you  wish  to  say 
t'  Uie  committee,  Mr.  Nicholson,  that  you  think  might  be  of  help  to 
..-  iit  .solving  this  problem? 

Mr.  Nicholson.  I  think  there  is  nothing  further  that  I  care  to 
-.V.  Senator.    I  think  I  have  covered  everything  within  my  knowU 

riie  (*HAiRMAN.  Thank  you  very  much,  Mr.  Nicholson. 

Mr.  Nicholson.  Not  at  all  Senator.   It  was  a  pleasure  to  be  here. 

STATEMZIT  OF  lOL  W.  H.  BAIL,  CHAIBHAH  OF  THE  HOUSINO 
COHXnTEE  OF  THE  PHUASEIFHIA  BEAL  ESTATE  BOA£D| 
PHILASELPHIA,  PA. 

The  C'lLAiBMAN.  Mr.  Ball,  you  are  cliairman  of  the  housing  com- 
••.  lU'e  of  the  Philadelphia  real  estate  board? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  What  have  you  to  offer  us  in  the  way  of  a  sug- 
-  ti'm  for  the  solution  of  this  problem,  Mr.  Ball?  Have  you  any- 
''  .ng  to  add  to  what  Mr.  Nicholson  has  said  ? 
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Mr.  Ball.  There  is  just  one  thing,  Senator,  that  we  want  to  say^ 
from  the  real  estate  board's  standpoint.  Of  course,  we  have  been 
watching  you  and  your  committee's  work  during  the  whole  session  of 
Congress,  and  what  has  already  been  said  we  can  simply  confirm  in 
the  strongest  way;  that  we  believe  that  Philadelphia  can  take  care 
of  the  situation,  if  real  estate  investments  can  be  made  more  popular; 
and  the  only  point  that  we  want  to  bring  before  your  committee  is 
this,  that  we  believe  that  a  great  deal  can  be  accomplished  through 
education. 

VVe  do  not  believe  that  the  population  of  Philadelphia — and  we  are 
speaking  especially  of  Philadelphia,  although  I  have  had  some  ex- 
perience, as  you  know,  outside  of  Philadelphia  in  connection  with 
housing — but  the  situation  in  Philadelphia  is  there  seems  to  be  an 
unpopular  condition  concerning  everything  that  pertains  to  real 
estate.  Before  the  war,  many  oi  us  who  have  had  a  long  experience 
in  housing,  if  we  got  anywhere  near  10  per  cent  on  our  investment^ 
as  a  gross  amount,  we  tnought  we  were  doing  well;  and  then,  just 
immediately  after  the  war,  a  new  phrase  came  into  vogue — ^'  Dollar 
for  dollar '— meaning  that  a  house  renting  for  $30  dollars  a  month 
would  sell  for  $3,000,  or,  in  other  w^ords,  12  per  cent.  Now,  you  know^ 
as  your  committee  has  investigated  the  subject,  that  the  prices  or 
everything  else  that  enters  into  the  cost  of  living  have  far  outrun 
shelter.  I  think  the  last  figures  given  out  were  49  per  cent — ^is  that 
right,  Mr.  Miller,  on  shelter? 

Mr.  Miller.  1  am  not  sure. 
•  The  Chairman.  You  mean  the  increase  in  the  cost  of  shelter? 

Mr.  Ball.  Yes;  the  increase  in  shelter,  as  a  whole.  I  am  speaking 
of  the  National  Industrial  Conference  Board,  in  Boston,  and  the  last 

feneral  figures  ^iven  were  82.2  per  cent  average  in  everything, 
'lothing  was  high,  at  135  per  cent,  and  shelter  at  that  time  low,  at  38 
per  cent  only;  and  now  I  have  seen  figures  since,  and  think  they  came 
from  Boston  again,  that  shelter  has  moved  up  to  49. 

The  Chairman.  If  you  mean  by  that,  Mr.  Ball,  the  cost  of  con- 
struction  

Mr.  Miller  (interposing).  The  average  rentals  throughout  the 
United  States? 

The  Chairman.  Yes ;  if  you  mean  the  average  rentals,  I  think  3^011 
are  correct. 

Mr.  Miller.  Yes. 

Mr.  Ball.  Yes ;  I  meant  rentals.  Of  course,  construction  went  con- 
siderably above  that. 

The  Chairman.  I  think  it  is  fair  to  say  that  the  average  rentals 
have  not  exceeded  50  per  cent  increase. 

Mr.  Ball.  Well,  49  were  the  last  figures  we  got.  Now,  the  Phila- 
delphia  Keal  Estate  Board  believes  that  it  should  endeavor  to  edu- 
cate the  community  that  a  new  condition  exists,,  and  that  we  can  not 
build  houses  until  rents  are  increased  even  more  than  they  have  been 
at  present.  We  believe  that  that  has  been  the  great  drawback  in  the 
matter  of  building,  and  we  believe  that  to  be  a  matter  of  education, 
because  it  is  useless  for  me  to  dwell  on  the  question  of  the  merits  of 
your  bill,  because  we  have  already  indorsed  it  through  our  national 
association,  and  the  Philadelphia  Keal  Estate  Board,  as  a  component 
part  of  that  body,  has  also  indorsed  it ;  and  we  can  simply  reiterate 
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what  Mr.  Nicholson  has  said  concerning  that  end  of  it,  and  we  are 
perfectly  willing  to  do  that ;  but  the  gentleman  who  is  representing 
our  legislative  committee  will  possibly  have  something  to  say  on  that 
s<M)re.  It  seems  to  me,  however,  that  what  we  need  to-day  is  real 
education  along  the  line  that  a  new  condition  exists,  and  until  that  is 
jrra^ped  by  the  general  public  we  will  not  be  able  to  build  the  houses 
that  we  ought  to  build  in  order  to  put  Philadelphia  back  into  the  same 
sliape  she  was  in  1910. 

Now,  I  will  run  over  the  figures  quickly  and  not  give  them  in  too 
much  detail.  The  increase  in  our  population  from  1910  to  1920  has 
been  17.7  per  cent,  and  during  that  time  the  house  increase  has  been 
practically  the  same.  If  the  census  is  correct,  and  some  of  us  ques- 
tion it  because  from  1910  to  1920,  with  this  great  influx  of  war 
workers,  we  only  increased  17.7  per  cent,  when,  as  a  matter  of  fact, 
hiring  the  decade  preceding,  from  1900  to  1910,  we  increased  19.7 
»er  cent,  and  there  was  possibly  an  overbuilding  before  the  war. 
Mr.  Nicholson  spoke  about  eight  to  ten  thousand. houses;  10,222  was 
the  greatest  niunber  of  houses  built  in  any  one  year,  and  the  period 
of  10  years  preceding  1915  showed  an  average  of  a  little  less  than 
8jX)0  houses ;  so  that  if  the  census  is  right  we  are  exactly  in  the  same 
prisition — the  same  ratio  of  the  number  of  people  to  a  house— as  we 
were  in  1910.  But  in  1910  the  situation  was  this,  that  there  were  a 
:rreat  many  vacant  houses,  and,  if  you  want  me  to  call  it  by  its  right 
name,  the  tenants  were  spoiled  by  the  fact  that  if  they  lived  in  West 
Piiiladelphia  and  they  lost  their  job  or  changed  their  job,  and  they 
w'ere  renting  a  house  tor  $35  or  $40  a  month — no  matter  what — they 
ronld  duplicate  that  in  any  other  part  of  the  city  without  any  dim- 
cultv. 

\Ve  have  no  "  moving  day  "  in  Philadelphia.  Consequently  it  was 
Always  the  case  that  a  great  horde  of  houses  were  vacant,  so  that  if  a 
itifin  lost  his  job,  or  wanted  to  move  from  one  location  to  another,  he 
•<»iiM  get  practically  exactly  what  he  had  before  for  the  same  money. 
lo-Jay  a  new  condition  is  on,  however,  and  we  can  not  get  what  we 
«^unt.  We  are  trying  to  tell  our  clients,  as  they  come  in,  that  you  can 
n  't  cret  what  you  want  to-day;  you  have  got  to  take  what  you  can 
i:*-!:  and  while  there  is  unquestionably  a  house  shortage,  because 
^^e^e  are  not  the  vacant  houses  that  there  were  in  1910,  neverthe- 
!♦  'it  a  gr^at  many  people  are  saying  to-day  that  they  can  not  get 
i."i-vs  to  rent,  when,  as  a  matter  oi  fact,  in  F'airview  village,  for- 
r-i  rly  ^V»rk  Ship  village,  in  the  southern  part  of  Camden,  and  the 

•  T  !»■  acrf)ss  here  in  Bristol,  just  outside  of  the  city  of  Philadelphia, 
''.f-r**  are  plenty  of  houses.  That  situation  is,  in  my  judgment,  one 
..f  »-<iucation,  and  if  we  can  educate  our  people  to  the  lact  that  there 
!•'•  vnrant  hi)nsi\<;,  and  that  there  are  some  to  be  rented,  we  will  allay 
'  •'  antagimisni  against  the  investor  in  real  estate.     Now,  to  refer 

•  '  .1  v«Ty  ini|)ortant  side  of  this  proposition,  and  in  furtherance  of 

it  Mr.  Nicholson  said  to  you  about  the  question  of  mortgages, 

I  *fiink  it  is  fair  to  say — I  am  not  a  champion  of  the  Land  Title 

I'*T:tution  imrticulurly,  but  proportionately  the  Land  Title  have 

r.  T**  real  estate  securities  than  any  other  institution  in  Philadelphia, 

•  .  ihere  lias  Wen  a  decided  feolinjr  against  real  estate  securities,  not 

'.  in  the  present  day,  but  formerly  as  well,  l)ecause  we  have  made 
.  "idv  of  the  statistics  as  shown  by  the  returns  to  our  State  bankins^ 
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department,  showing  what  a  very  small  percentage  there  was  in- 
vested by  our  financial  institutions  that  could  invest  in  mortgage 
securities— a  very  small  percentage,  indeed ;  and  I  am  trying  to  find 
out  now,  for  the  board's  sake,  why  we  have  changed  from  our  form 
of  return  which  was  naade  in  May  of  this  j^ear.  On  May  4  the  re- 
turns were  ^ven  showing  the  amount  of  mortgage  securities  or  real 
estate  securities  held  by  our  financial  institutions,  which,  of  course, 
does  not  cover  the  banks,  because  the  bank  is  a  national  organization 
and  not  a  State  organization ;  and  the  returns  as  made  on  tfune  30  do 
not  cover  the  mortgages ;  they  put  their  resources  all  together,  lumped 
it  together. 

In  other  words,  there  seemed  to  be,  \on  the  part  of  some  a  feeling 
that  there  was  a  hope  that  we  could  secure  from  the  financial  insti- 
tutions greater  aid  and  greater  assistance  in  the  matter  of  financing 
real  estate,  both  old  and  new ;  but  why  that  is  I  do  not  know.  I  have 
written  to  the  State  banking  examiner  to  find  out  why  the  change 
was  made,  because  we  were  simply  checking  it  up,  and  we  have  had 
several  conferences  with  the  heads  of  the  financial  institutions  here 
to  see  whether  we  could  help  to  popularize  the  mortgage  loan.  There 
seems  to  be  something  wron^  with  the  mortgage  loan,  in  addition  to 
what  Mr.  Nicholson  has  said.  It  needs  an  expert's  opinion  as  to 
the  appraisal  of  the  property,  and  it  is  a  slow  process  in  getting 
your  money,  because  of  the  fact  that  in  putting  it  through  the  title 
company  it  will  take  you  weeks  to  get  it  through.  And  then  comes 
the  question  of  the  rate,  because  on  a  6  per  cent  mortgage,  w^ith  the 
taxes  oflF,  Federal  and  State,  it  only  gives  about  6.15  per  cent.  That 
is  the  maximum. 

The  Chairman.  I  might  say  to  you,  Mr.  Ball,  that  I  know  a  man 
in  New  York — he  is  a  very  wealthy  man,  whose  income  exceeds  a 
million  dollars  a  year — who  carried  about  $5,000,000  of  his  prop- 
erty, which  totaled  about  $30,000,000,  in  real  estate  mortgages.  His 
net  income  on  his  real  estate  mortgages  amounts  to  about  1.5  per 
cent,  and  he  is  now  taking  his  money  out  of  mortgages  and  putting 
it  into  tax-exempt  securities. 

Mr.  Ball.  Well,  there  has  been  some  agitation  in  Philadelphia  as 
to  the  calling  of  mortgages,  and  we,  who  are  intensely  interested  in 
the  real  estate  situation  m  Philadelphia,  have,  we  believe,  prevented 
the  calling  of  mortgages  to  take  up  what  the  financier  thinks  is  a 
better  loan  and  a  better  risk.  Now,  we  simply  wish  to  confirm  what 
Mr.  Nicholson  has  said  about  the  mortgage  situation — ^that  we  be- 
lieve we  can  take  care  of  ourselves;  and  the  builders  who  will  possi- 
bly have  an  opportunity  to  be  heard  while  you  are  still  sitting  here 
will  give  you  the  details  as  to  the  costs  of  building. 

The  Chairman.  We  thank  you  very  much,  Mr.  Ball.  Now,  is 
Mr.  Cross  in  the  room? 

STATEMENT  OF  MB.  EDOAB  Gt.  GBOSS,  GHAIBMAN  OF  THE  LEGIS- 
LATIVE COMMITTEE,  PHILADELPHIA  BEAL  ESTATE  BOABS. 
PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Cross,  you  have  heard  Mr.  Nicholson  and  Mr. 
Ball.  Can  you  add  anything  to  what  they  have  said,  or  do  you 
think  they  have  sufiiciently  covered  the  situation? 
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Mr.  Cross.  They  have  covered  the  ground  very  welL  indeed,  and 
verj'  fully.  I  am  an  ex-president  of  the  board;  I  am  also  a  director 
of  the  Philadelphia  Co.  for  Guaranteeing  Mortgages,  being  asso- 
ciated with  Mr.  Nicholson  on  that  board.  I  am  also  a  director  and 
II  member  of  the  finance  committee  of  the  First  Penny  Savings  Fund, 
of  the  city,  where  it  has  been  an  aim  of  the  trustees  for  years  to 
invest  in  mortgage  loans ;  and  in  that  Savings  Fund,  where  we  have 
<leposits  of  about  $6,600,000,  we  have  probably  60  per  cent  of  our 
ass<*ts  in  first-mortgage  loans.  I  merely  cite  that  to  show  you  my 
connection  with  mortgage  matters. 

I  think  it  would  undoubtedly  be  a  great  help  in  the  working  out 
of  the  present  situation  concerning  our  housmg  problem  to  have 
relief  from  a  certain  amoimt  of  taxation  on  mortgage  interest  re- 
turns. The  real  estate  board  of  this  citv  has  favored  the  bill  that 
was  presented  by  yourself,  and  they  were  represented  before  the 
committee  by  Mr.  Smith,  wljo  is  vice  president  of  the  Land  Title  & 
Trust  Co.,  of  this  city.  We  have  also  seen  various  interests  in  con- 
nection with  that  bill  here  in  this  city,  but  it  seemed  that  we  did  not 
^^et  verv  much  encouragement  as  to  the  passage  of  the  act ;  but,  un- 
(loubte<lly,  at  the  present  time  it  would  be,  I  think,  one  of  the  prin- 
cipal factors  in  assisting  the  home  buyer  to  have  a  sufficient  amount 
of  available  cash  to  finance  the  purchase  of  homes. 

My  business  is  largely  confined  to  investing  with  the  individual 
mortgage  buyer;  not  so  much  with  the  companies,  although  with 
si^rae  institutions,  it  is  true.  Their  attitude  to-day  is  that  they  can 
secure  more  return  in  income  from  their  investments  in  other  lines, 
and,  consequently,  they  are  not  in  the  market  for  mortgage  loans. 
Xow,  that  deprives  the  broker,  and  it  deprives  the  owner  who  is 
snxious  to  sell  to  buyers,  and  there  are  a  great  many  transactions 
t^>*(lay  under  sale  agreement  that  probably  will  not  be  consummated, 
^•e<'«use  people  can  not  secure  enough  money  to  buy ;  and  that  applies, 
in  t  measure,  to  the  second-mortgage  loans  in  the  building  associa- 
tions. The  building  associations  in  Philadelphia  are  all  overloaned 
tr»-day:  but  it  would  undoubtedly  be  a  great  assistance  if  we  could 
have  ft  relief  of  the  tax  upon,  say,  $40,000  of  mortgage  loans.  It 
would  bring  back,  to  my  mind,  the  individual  investor  who  hereto- 
fore always  looked  upon  mortgage  loans  in  this  city  as  prime  invest- 
ments. 

The  CiiAiBMAN.  Mr.  Cross,  the  great  objection  to  exempting  the 
income  on  mortgages  from  taxation  lies  in  the  fact  that  it  would 
iricreafle  the  exemptions  further,  and  that  it  would  afford  the  men 
•'f  large  income  an  opportunity  to  get  free  from  taxation,  which 
t*j**y  are  doing  to-day,  under  present  conditions,  largely,  however. 
Now,  for  that  reason,  it  would  oe  impossible,  in  my  opinion,  to  com- 
:'I«>teIy  exempt  incomes  on  all  mortgages  on  real  estate  from  taxation, 
■'-w-ause  that  would  be  immediately  taken  advantage  of  by  the  men 
*f  large  means.  If  we  exempted,  for  instance,  all  incomes  on  mort- 
r»irei»  from  taxation,  we  might  have  a  $5,000,000  mortgage  on  some 
'  'iilding  in  this  city,  or  a  $2,000,000  mortgage,  and  some  man  of 
lar^e  wealth  would  grasp  that  right  away,  and  he  would  be  exempt 
fr^'in  taxation  on  that  investment. 

It  may  be  possible,  however,  it  seems  to  me,  when  the  Representa- 
tives ancl  Senators  from  the  States  throughout  the  country  come  to 
aws— 21— VOL  1 24 
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understand  that  this  is  a  real  pressing  question,  to  pass  some  limited 
measure  like  the  one  that  I  have  introduced.  This  bill,  as  many  of 
you  know,  simply  exempts  the  sum  on  $40,000  worth  of  mortgages. 
In  other  words,  if  a  man  has  $40,000  in  mortgages  and  he  nets  6  per 
cent,  that  means  an  income  of  $2,400  a  year.  Now,  if  his  income  is 
$2,000  or  $5,000  or  $100,000  or  $5,000,000  a  year,  he  simply  has  that 
$2,400  in  the  way  of  relief  from  income  taxes. 

Mr.  Cross.  That  would  be  an  inducement,  I  should  think. 

The  Chairman.  It  would  not,  I  believe,  be  much  of  an  inducement 
to  the  big  man,  because  that  would  not  amount  to  anything  with  him. 
Suppose  that  the  ta;c  were  20  per  cent  on  $2,400;  it  would  only 
amount  to  $480,  and  that  would  not  mean  anvthing  particularly  to 
a  man  of  wealth;  but  to  the  farmer,  the  small  merchant,  the  small 
shopkeeper,  the  mechanic,  the  workingman,  who  happens  to  have  a 
thousand  dollars  in  bank,  or  two,  three,  or  four  thousand  dollars,  it 
would  mean  that  he  could  take  his  savings  and  purchase  with  them  a 
tax-exempt  security ;  and  that  would  encourage  everybody,  it  seems 
to  me,  to  put  their  savings  into  real  estate.  A  man  wno  buys  a  little 
home  and  pays  three,  four,  five,  or  even  ten  thousand  dollars  for  it, 
struggles  to  the  last  ditch  to  save  it,  and  only  in  very  rare  instances 
does  he  lose  it ;  and  then  the  man  who  has  loaned  the  money,  or  the 
institution  that  has  loaned  the  money,  always  gets  his  money  back;  if 
they  have  the  courage  to  buy  the  property  they  get  out  finally  in  any 
event. 

Mr.  Cross.  That  is  true  here,  Senator. 

The  Chair3ian.  I  have  known  of  some  cases  where  men  loaned  on 
large  investments  in  tenements  or  factory  properties  and  sustained 
a  loss,  but  not  on  small  dwelling  houses. 

Mr.  Cross.  Our  interest  to-day  is  for  the  home  buyer,  the  man 
who  is  buying  a  little  house — three,  four,  five,  six,  or  eight  thousand 
dollars;  and  it  would  undoubtedy  ease  up  this  tight  money  market 
if  some  abatement  or  relief  in  tlie  mortgage  tax  could  be  brought 
about. 

The  Chairman.  Mr.  Cross,  you  are  a  real  estate  man  ? 

Mr.  Cross.  Yes. 

The  Chairman.  You  buy  real  estate,  representing  clients,  do  you 
not? 

Mr.  Cross.  Yes ;  I  do. 

The  Chairman.  Have  you  found  these  excess  profits  laws  and  these 
high  income-tax  laws  tending  to  encourage  an  increase  in  the  price  of 
real  estate,  so  as  to  pass  on  to  the  purchaser  the  taxes  ? 
-    Mr.  Cross.  In  a  few  cases,  yes ;  not  in  the  majority  of  cases,  how- 
ever. 

The  Chairman.  Is  there  anything  else  that  you  think  of  that  you 
would  care  to  say  to  the  committee? 

Mr.  Cross.  I  would  just  like  to  say,  Senator,  in  regard  to  this 
mortgage  matter  and  housing  matter,  that  so  long  as  this  is  not  a 
local  situation,  that  personally  I  and  the  real  estate  board  believe 
that  the  (iovemment  should  assist  from  a  national  standpoint,  be- 
cause it  is  a  great  calamity  that  we  are  facing. 

The  Chairman.  We  thank  you  for  coming  nere,  Mr.  Cross.  Now, 
is  Mr.  Crawford  in  the  room,  please? 
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STATEMENT  OF  MB.  DAITIEL  CEAWTOED,  JR.,- PRESIDENT,  FHILA- 
BELFHIA  OFEBATIVE  BUILDERS'  ASSOCIATION,  FHILADEL- 
PHIA,  FA. 

The  Chairman.  Mr.  Crawford,  you  axe  engaged  in  the  building 
business? 

Mr.  Crawford.  Yes,  sir. 

The  Chairman.  You  are  president  of  an  organization  of  men  who, 
as  I  would  term  it,  build  for  the  market? 

Mr.  Crawford.  They  build  most  of  the  small  dwelling  houses  that 
are  erected  in  the  city. 

The  Chairman.  And  you  are  engaged  in  that  business  yourself? 

Mr.  Crawford.  Yes. 

The  Chairman.  And  you  have  been  for  a  number  of  years? 

Mr.  Crawford.  Yes. 

The  Chairman.  And  in  that  time  you  have  built  a  great  many 
houses,  I  suppose? 

Mr.  Crawford.  I  have  built  possibly  3,500  houses. 

The  Chairman.  Are  you  building  any  this  year? 

Mr.  Crawford.  Well,  no;  I  have  not  started  any  this  year.  We 
are  mmpleting  about  150  houses  started  last  year.  Very  tew  of  the 
Guilders  have  started  any  new  work  this  year,  owin^  to  the  peculiar 
roiulitions  existing  in  this  city.  The  operative  buihlers  for  many 
y^'irs  in  this  city  have  made  a  busincvss  of  constructing  houses  in 
lar^^e  numbers,  and  down  through  a  period  of  many  years  we  have 
U*«»n  able  to  gather  together  a  class  of  workmen  who  were  specialists 
in  the  construction  of  small  dwelling  houses,  with  the  result  that  we 
w<Te  able  to  build  in  this  city  the  average  small  dwelling  house  at 
f'llly  20  per  cent  less  than  it  could  be  built  in  your  city,  for  instance. 
1  <\y  that  Iwcause  I  have  had  some  experience  over  there  in  the  con- 
^t»-iittion  of  small  dwelling  houses  recently  and  have  had  an  oppor- 
tiir.Jiy  to  make  a  comparison. 

When  the  war  came  on  it  changed  our  conditions  here  materially. 
Tii#»  slowing  up  in  the  construction  of  small  dwelling  houses  sent 
ti.M>e  workmen  into  other  classes  of  construction  and  it  increased  the 
"lire  scale  and  practically  did  away  with  the  piecework  job.  Many 
"f  the  houses  previous  to  the  war  that  were  erected  in  this  city  were 
♦  r»  •  ted  on  that  basis — on  piecework  prices. 

The  Chairman.  Let  us  see — how  was  that  done? 

Mr.  Cr^iwford.  Well,  take  the  carpentry  work;  you  would  give  a 
Vi\ri  a  certain  sum  for  putting  the  houses  under  roof. 

Tiie  Chairman.  That  is,  you  would  furnish  the  material? 

Mr.  Crawford.  Yes;  we  would  furnish  the  material,  and  he  would 
::*'  .1  r*»rtain  sum  for  putting  the  roof  on. 

1  >€  Chairman.  That  is,  a  two-stot-y  brick  house? 

Mr.  Crawford.  Yes.  The  laying  of  the  floors  would  he  a  job  for 
s^  'th^-r  man.  The  studding  of  the  house  would  be  a  jol)  for  anotlier 
'  't.  Tliey  were  all  specialists  in  their  various  lines.  The  trirnniing 
•*  -'.»•  house  would  \ye  a  job  for  another  man,  and  .^o  on. 

Tiie  Chairman.  And  vou  would  sublet  the  labor  onlv? 

>ir.  CRAWFf>iu>.  Yes. 

The  (*hairmax.  And  you  would  furnish  the  material? 
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Mr.  CuAWFORD.  Yes,  all  material;  and  that  lArgely  accounted  for 
the  possibility  of  producing  the  houses  at  such  a  low  figure. 

The  Chairman.  Then  you  would  also  contract  out  the  brick-mason 
work,  the  labor  ? 

Mr.  Crawford;  Yes ;  at  so  much  per  thousand  ,  or,  in  some  cases,  at 
^  so  much  per  house. 

The  Chairman.  And  the  plumbing? 

Mr.  Crawford.  Generally  the  plumber  furnished  his  material. 

The  Chairman.  And  the  plastering? 

Mr.  Craavford.  The  plasterers  generally  furnished  the  material 
for  the  plaster. 

The  (jhairman.  And  you  would  contract  out  senarately  the  bath- 
room tiling? 

Mr.  Crawford.  Yes. 

The  Chairman.  And  your  mantles  and  your  gas  tlxtures? 

Mr.  Crawtord.  Yes. 

The  Chairman.  And  all  the  rest  of  the  little  items  by  them- 
selves? 

Mr.  Craw^ford.  Yes.  That  process  was  largely  eliminated  by  tlie 
work  during  the  Avar,  and  that  of  itself,  aside  from  the  increase  in 
wages,  has  increased  the  cost  of  the  small  dwelling  house  in  this 
city  fully  20  per  cent. 

The  Chairman.  I  agree  witlu  you  that  the  war  and  the  rearrange- 
ment of  labor  and  its  change  of  location  have  completelv  altered  con- 
ditions, and  that  has  materially  added  to  the  cost  of  building. 

Mr.  Crawford.  Yes. 

The  Chairman.  Go  ahead  now,  Mr.  Crawford. 

Mr.  Crawford.  So  that  for  war  purposes  there  were  plans  pro- 
vided or  prepared  in  this  city  for  houses  for  the  Hog  Island  ship- 
workers,  for  instance.  Those  houses  were  built,  under  contract 
prices,  for  about  $3,000 — ^the  cost  of  construction  including  the 
builder's  profit. 

The  Chairman.  That  is,  those  brick  houses? 

Mr.  Crawford.  Yes;  along  Elmwood  Avenue.  I  think  I  am  safe 
in  saying  that  those  houses  are  fully  as  good  as  other  houses  erected 
on  the  cost-plus  plan  at  double  the  price. 

The  Chairman.  That  was  a  good  job  for  the  Government. 

Mr.  Craw^ford.  It  is  the  ohly  job  m  the  country  that  has  returned 
to  the  Government  a  hundred  cents  on  the  dollar. 

The  Chairman.  Yes ;  and  I  told  them  so  when  I  saw  the  houses  in 
course  of  erection. 

Mr.  Crawford.  That  house  at  $3,000  could  have  been  built  previous 
to  the  war  for  about  $1,600  in  this  city. 

Mr.  Miller.  And  how  much  would  it  cost  now  ? 

Mr.  Crawford.  About  $6,5001  So  that  bears  out  the  statement 
that  construction  to-day  is  a  hundred  per  cent  over  the  cost  of  war- 
time construction,  and  war-time  construction,  we  used  to  say*  with  us 
was  fully  75  per  cent  above  normal  times. 

The  Ohair^ian.  Do  you  mean  to  tell  me  that  if  you  were  going 
to  build  houses  of  the  character  that  you  have  referred  to  that  it 
would  now  cost  $3,000  to-day,  as  compared  with  $1,600  before  the 
war? 

Mr.  Craw^ford.  I  mean  to  say  exactly  that ;  yes,  sir. 
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The  Chairman.  And  that  has  been  brought  about  by  the  condi- 
tions surrounding  construction  work? 

Mr,  Crawforit.  Yes,  sir. 

The  Chairman.  Such  as  the  subletting  to  which  you  referred,  and 
which  you  can  not  do  now  ? 

ilr.  Craw^ford.  Yes.  As  an  illustration,  I  might  say  that  I  have 
built  hundreds  of  those  houses  witha  carpenter  work  cost  of  not  over 
$1.V),  and  within  the  past  year,  just  finished — just  finishing  now — 
I  am  finishing  some  houses  now  that  are  costing  me  $500  for  that 
one  item  of  labor  alone. 

The  Chairman.  What  is  your  plumbing  item? 

Mr.  Crawford.  In  the  average  small  dwelling  house? 

The  Chairman.  Yes. 

Mr.  Crawford.  To-day  it  will  run  around  $750. 

The  Chairman.  As  compared  to  about  $200  formerly  ? 

Mr.  Crawford.  $230  to  $250. 

The  Chair^can.  What  are  the  masonry  costs — the  brick?  What 
are  vou  paying  for  brick  to-day  ? 

Mr.  CraVford.  We  are  paying  $22  a  thousand  for  brick  to-day 
that  we  formerly  bought  for  $6.50  and  $7. 

The  Chairman.  Is  that  delivered  on  the  job? 

Mr.  Crawford.  Yes;  delivered  on  the  job. 

The  CiLviRMAN.  What  are  you  paying  for  brick  labor  to-day? 

Mr.  Cilvwford.  For.  brick  labor  to-day  the  rate  per  hour  is  $1.30. 

The  Chairman.  As  compared  to  what  formerly? 

^fr,  Cr.\wford.  That  is  for  the  mechanic,  and  $1.10  for  the  laborer. 

1  he  CiiAiR3f  AN.  Our  union  scale  of  wages  is  $10  a  day. 

^^^.  Crawford.  You  are  lower  than  we  are  over  there. 

The  Chairman.  And  our  labor  is  $7. 

Mr.  Crawford.  Y(»s.  Your  labor  has  increased  recently.  I  think 
T'nir  labor  to-day  is  $8. 

The  Chairman.  Is  it  ? 

Mr.  (Crawford.  Yes:  I  think  so. 

The  Chairman.  Now,  let  me  ask  you,  is  the  mason  labor  as  effi- 
n»  fit  a?  it  was  before  the  war? 

Mr.  Crawford.  No;  it  is  not.  I  might  say  that  that  condition  was 
tni^*  up  to  approximately  two  months  ago.  There  has  been,  however, 
t  irr«it  improvement  in  the  efficiency  of  the  workmen  within  the  last 
t»^u  months,  because  thev  can  see  the  handwriting  on  the  wall. 
<  ^'Ustniction  in  this  city  is  practically  at  a  standstill,  and  while  I 
\\yi»  no  hope  for  much  of  a  reduction  in  wages — in  fact,  I  do  not  be- 
ii'M4»  that  we  can  hope  for  much  of  a  reduction  in  wages,  when  we 
f''ri-ider  the  report  recently  sent  out  by  the  Department  of  Labor 
V  Wtt«hington  showing  the  average  increased  cost  of  living  in  Phila- 
•i»'r>hia  has  been  113.5  per  cent;  but  we  must  have  a  more  efficient 
■:•'.'-  work  in  order  to  produce  a  house  at  a  price  that  the  public 

can  afford  to  pay. 
The  operative  builders,  of  course,  knew  the  conditions  early  last 
r'.rp.  as  well  as  anylK>dy  did.  We  held  a  meeting,  and  the  question 
^»«  niLsed  as  to  whether  we  should  buy  or  l)uild.  We  knew  that  the 
*.  «'w  of  existing  realty  was  going  to  increase  materially,  probably 
•►'Mrp  thi'  broker  or  before  anylKuly  else  did,  l>e<ause  we  were  in 
'"^-tant  touch  with  the  market;*  but  "our  members  held  a  conference. 
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and  they  decided  that  our  function  was  to  build,  and  we  put  our 
money  into  many  hundreds  of  houses,  the  contracts  for  which  were 
made  at  prices  ruling  about  100  per  cent  above  the  old  standard ;  and 
those  houses  were  finished  on  that  basis ;  and  there  are  many  houses 
in  this  city  to-day  that  formerly  sold  for  $3,000  that  are  being  offered 
for  $6,000.  Those  houses  could  not  be  replaced  to-day  to  sell  for  less 
than  $8,000.  Houses  at  $5,000— that  were  built  for  $5,000— are  being 
offered  at  $10,000,  and  they  could  not  be  replaced  to  sell  for  less  than 
$12,500  or  $13,000. 

The  Chairman.  Are  they  being  disposed  of? 

Mr.  Crawford.  No  ;  the  public  has  the  peculiar  thought  that  those 
prices  are  excessive.  As  a  matter  of  fact,  I  am  willing  to  throw  my 
books  open  for  inspection  to  anybody  who  wishes  to  looK  at  them. 

The  Chairman.  Is  that  what  is  back  of  it  all,  the  fact  that  the 
builder  to-day  has  got  to  compete  with  every  other  existing  building? 
He  is  different  from  a  man  wjio  manufactures  shoes,  that  wear  out, 
or  a  farmer  who  raises  his  crops — a  product  that  is  consumed — or  a 
man  who  makes  anything  else  that  passes  out  of  existence  when  it  is 
used.  The  builder  who  builds  to-day  is  really  competing  with  the 
buildings  that  were  built  last  year,  and  every  other  house  that  was 
built  before? 

Mr.  Crawford.  That,  of  course,  is  what  is  retarding  construction. 
No  man  is  going  to  go  to  work  to-day  and  build  houses  that  will  cost 
him  $9,500,  when  he  is  offering  the  same  house  at  $7,500. 

The  Chairman.  Just  like  the  case  that  I  cited  a  moment  ago  of  a 
man  who  built  a  house  that  cost  $145,000  that  he  could  sell  for  $200,- 
000,  and  that  would  cost  $300,000  to  replace  to-day. 

Mr.  Crawford.  Our  cost  to-day  is  averaging  about  270  per  cent 
increase  on  the  old  cost.  We  hope  to  bring  that  down  by  the  spring 
to  250  per  cent.  In  other  words,  while  the  house  that  formerly  cost 
us  $4,000  will  cost  us  $10,800  to-day,  we  hope  that  by  the  spring  labor 
will  see  the  advantage  of  giving  a  better  day's  work,  and  that  we  will 
be  able  to  iron  out  some  of  the  wrinkles  that  exist  to-day,  so  that  we 
can  produce  a  house  of  that  type  for  $10,000,  but  we  have  but  little 
hope  of  producing  it  for  less  than  that  for  manjr  yeare  to  come,  be- 
cause of  the  program  of  heavy  construction  that  is  being  formulated 
in  this  country.  In  this  city  there  are  tentative  plans,  at  least  afoot 
for  some  heavy  construction ;  and  in  your  city  now  you  have  a  pro- 
gram of  heavy  construction  that  is  absorbing  all  of  your  labor,  and 
that  is  ffoing  to  happen  in  this  city  next  j^ear,  in  my  belief. 

The  Chairman.  I  think  you  are  right  about  that. 

Mr.  Crawford.  I  thank  you. 

The  Chairman.  I  have  given  some  study  to  this  subject  myself:  in 
fact,  my  experience  has  been  somewhat  along  the  same  line  as  your 
own. 

Mr.  Crawford.  Yes. 

The  Chairman.  Now,  we  have  been  trying  to  help  you  and  every 
other  man  in  your  line  by  bringing  about  better  transportation  facili- 
ties for  the  handling  of  building  material  to  the  market.  If  ever}' 
other  commodity  has  priority  over  sand,  gravel,  cement,  and  lumber, 
naturally  there  will  be  a  shortage  in  those  materials  and  the  prices 
will  be  higher.  Now,  do  you  believe  that  if  we  could  have  an  easy 
flow  of  building  materialof  every  character  into  this  market  that 
competition  would,  in  some  degree,  help  you  in  your  buying! 
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Mr.  CRAwroRD.  I  doubt  if  it  would  reduce  the  price  much  below  the 
prices  that  have  been  ruling  for  the  last  two  months,  because  of  the 
mereased  cost  of  transportation — the  freight  rates,  of  course,  neces- 
sarily are  added — and  while  there  may  be  some  benefit  to  come  from 
an  easy  flow  of  materials,  that  has  not  troubled  the  operative  builder 
to  a  very  great  extent  in  this  city.  We  have  not  been  operating  to  an 
extent  that  would  absorb  very  much  material,  and  we  use  a  great 
deal  of  local  material.  We  quarry  stone  near  our  jobs  for  the  cellar 
walls,  and  bricks  are  made  in  the  city  and  delivered  by  team  from  the 
yards.  The  lumber,  of  course,  must  be  shipped  in ;  but  I  do  not  look 
for  much  of  a  reduction  in  lumber,  because  of  the  cost  of  production. 

The  Chairman.  Well,  lumber  at  the  mill  has  been  materially  de- 
creased in  price  ? 

Mr.  Crawford.  At  what  mills? 

The  Chairman.  At  the  Southern  mills.  Recently  at  a  meeting  in 
New  York  of  the  larger  building  material  manufacturers,  the  South- 
em  millmen  told  us  that  lumber — timber  at  the  mills — had  decreased 
from  65  to  45,  but  that  had  not  been  reflected  here  yet,  because  the 
local  men  here  or  in  New  York  were  holding  up  the  price  to  get  rid 
of  their  large  stocks  which  they  had  bought  under  the  old  price. 

Mr.  Crawford.  We  have  bought  practically  no  lumber  to  speak 
of  at  Jf65  to  the  mill.  To  bring  that  lumber  here  and  market  it,  even 
at  $45  at  the  mill,  requires  $65  on  the  job. 

The  Chairman.  Wait  a  moment.  I  think  I  am  wrong  in  my  prices. 
I  think  the  millmen  told  us  that  the  price  at  the  mill  had  gone  to  30, 
even  for  short-leaf  yellow  pine. 

ilr.  Cra\i'ford.  ^Vhat  is  the  price  of  short-leaf  yellow  pine  at  the 
mill  to-day,  Mr.  Lesser  ? 

Mr.  Lesher.  $45  at  Philadelphia. 

The  Chairman.  Then,  I  am  right  about  it. 

Mr.  Crawford.  The  cost  of  short-leaf  pine  on  an  operation  to-day 
is  from  $60  to  $65. 

The  Chairman.  Delivered  on  the  job? 

Mr.  Crawford.  Yes ;  $45  on  the  car  in  Philadelphia. 

Mr.  Miller.  And  how  much  at  the  mill? 

Mr.  Crawford.  Thirty-eight.  Now,  I  do  not  wish  to  take  up  very 
much  more  of  your  time.  Senator,  but  there  is  just  one  phase  of  this 
whole  thing  that  I  want  to  call  to  your  attention.  We,  in  Philadel- 
phia, have  been  particularly  fortunate  in  financing  the  small  home- 
tMjyer.  from  the  fact  that  we  have  a  great  many  building  and  loan 
a^N^MMations  that  have  loaned  on  second  mortage  heretofore.  In 
♦•ther  words,  if  we  started  an  operation  of  small  houses,  we  placed  a 
t.rvt  mortgage  on  them,  to  which  Mr.  Nicholson  called  your  attention, 
which  n*pi-esent€cl,  under  the  old  conditions,  and  should  at  the  pres- 
vu  time,  about  60  per  cent  of  the  selling  price  of  the  property. 

We  have  found  that  the  average  purchaser  does  not  have  more, 
or  I  daresay  that  80  per  cent  of  the  purchasers  do  not  have  more 
than  20  per  cent  in  cash  to  pay  on  account  of  the  purchase  price.  I 
have  sold  hundreds  of  houses  of  the  small  type  around  $3,000  or 
<i,«VJt»  on  a  basis  of  10  per  cent  cash,  and  the  percentage  of  loss  on 
th<fie  second-mortgage  loans  made  by  the  building  and  loan  associa- 
t.ons,  has  l)een  practically  nil,  as  you  said  a  few  moments  ago,  so 
that  I  would  be  bold  enough  to  sav  that  it  was  safe  to  loan  90  per 
cent  on  the  small  dwelling  house ;  but  I  will  reduce  that  figure,  for 
in  average,  and  say  80  per  cent.    I  believe  that  your  bill  should  be 
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increased  from  70  to  80  per  cent,  so  far  as  the  mortgage  is  con- 
cerned. 

The  Chairman.  You  are  speaking  now  of  my  home-loan  bank  bill? 

Mr.  Crawford.  Yes ;  your  home-loan  bill.  I  believe  that  that  could 
safely  be  done,  because  of  our  experience.  As  you  said  a  little  while 
ago,  a  man  will  sweat  and  almost  break  his  back  before  he  will  lose 
his  house;  and  while  I  appreciate  the  fact  that  in  any  Government 
scheme  that  may  be  devised  it  would  probably  be  found  objectionable 
to  deal  in  second  mortgages,  I  devised  for  the  Housing  Corporation 
a  scheme  of  payments  on  some  of  their  houses  here,  whereby  the 
owners — and,  in  fact,  they  used  that  same  plan  over  the  country,  but 
in  this  particular  case  it  was  designed  for  one  of  our  local  jobs— 
where  the  purchaser  pays  10  per  cent,  and  then  pays  1  per  cent 
monthly  on  the  amount  of  the  mortgage,  which  covered  the  under- 
lying basic  charges  of  taxes  and  water  rent,  etc.  I  have  developed 
it  here  on  a  memorandum,  and  if  you  care  for  it,  I  will  be  glad  to 
give  you  a  copy  of  it. 

The  Chairman.  Yes. 

Mr.  Crawford.  Taking  as  a  basis  a  $10,000  house,  I  have  illus- 
trated the  manner  in  which  we  have  been  accustomed  to  sell  that 
house,  based  on  a  first  mortgage  of  $5,000  and  a  second  mortgage  of 
$3,000  and  20  per  cent  cash,  showing  a  monthly  expense  of  $79.75. 
Now,  if  your  bill  is  put  through  so  that  the  home-loan  bank  is  estab- 
lished, a^  mortgage  could  be  taken  for  80  per  cent  and  3  per  cent  of 
the  principal  paid  off  annually,  which  would  make  a  monthly  charge 
of  $81,  or  about  the  same  as  the  plan  that  we  have  here.  I  have 
developed  it  here  on  the  basis  of  3  per  cent,  3^  per  cent,  and  4  per 
cent.  We  find  that  most  of  the  purchasers  desire  to  keep  their 
monthly  obligation  down  as  low  as  possible;  but  most  of  them  will 
pay  additional  amounts  as  they  may  be  able.  I  think  the  average 
experience  with  a  second  mortgage  in  this  city  has  been  that  it  has 
been  paid  off  in  6  years,  rather  than  the  full  term  of  12  years.  So 
that  it  would  be  entirely  feasible  and  safe,  in  my  judgment,  for  build- 
ing associations  to  take  a  long-term  mortgage ;  and,  based  on  the  3 
per  cent,  it  would  be  paid  off  in  21  years. 

The  Chairman.  Just  leave  that  memorandum,  Mr.  Crawford,  and 
we  will  have  it  incorporated  in  the  record. 

(The  paper  referred  to  by  Mr.  Crawford  is  here  printed  in  full 
below,  as  follows:) 

PIa7i  used  extensively  in  Philadelphia  for  financing  the  purchase  of  a  home. 

$10,000  house : 

First  mortprage,  $5,000,  at  6  per  cent ^ $300.00 

Second  mortgage,  $3,000,  15  shares  in  building  and  loan. 

Monthly  building  and  loan  payments : 

Dues  on  shares $15.00 

Interest 15. 00 

Premium  on  loan,  25  cents  per  share 3.  75 

33.75X12^     405.00 

City  tax  on  $8,000,  at  $3  per  hundred 240.00 

Water  rent 12. 00 

12)     957.00 

79.75 
Pays  off  second  mortgage  in  not  more  than  12  years. 
Monthly  outlay  equals  1  per  cent  of  mortgage. 
Many  second  mortgages  paid  off  In  six  years. 
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Plan  for  relief  of  housing  situation  at  present  time, 

$10,000  house: 

Mortgage,  $8,000  at  6  per  cent $480.00 

City  tax,  $8,000  at  $3  per  hundred 240.00 

Water   rent 12. 00 

732.  00 
Annual  payment,  4  per  cent 320.  00 

JRS7.67    monthly  X  (12) 1,  052.  00 

Piiys  off  entire  loan  In  about  17  years. 

m,im  house : 

Mortgage,  $8,000  at  6  per  cent 480. 00 

City  tax,  $8,000  at  $3  per  hundred .- 240.00 

Water   rent 12. 00 

732.00 
Annual  payment,  3i  per  cent 280.  00 

$^.34   monthly  X  (12) 1,012.00 

i'ays  off  entire  loan  in  about  19  years. 

m.^m  house: 

Mortgage,  $8,000  at  6  per  cent 480.  00 

City  tax,  $8,000  at  $3  per  hundred 240.00 

Water   rent 12.  00 

732.  00 
Annual  payment  3  per  cent 240.  00 

?vi.iM)   monthly  X  (12) 972.00 

i'n.vH  off  entire  loan  in  about  21  years. 

Mr.  Crawford.  There  is  just  one  other  point  that  I  would  like  to 
'-ill  your  attention  to,  JSenator.  You  speak  of  the  association  being 
ullowed  to  borrow  GO  per  cent  of  the  mortgage  from  the  l)ank.  1 
^♦l  that  that  should  be  increased  to  70  per  cent.  In  other  words, 
'^'th  of  those  items  couki  be  increased  10  per  cent,  and  in  some  wav 
ir.'orjjorate  in  your  bill  a  clause  that  will  permit  a  building  and  loan 
i -<»^iation  to  collect  those  basic  charges  monthly.  1  think  that 
•"■njjfl  |)e  a  very  desirable  feature  of  the  bill.    . 

Tiie  CHA1R3IAN.  Now,  I  want  to  ask  you  a  question  or  two,  Mr. 
'rawfurd. 

Mr.  C'lu^T-oiiD.  \'ery  well. 

I  he  Chairman.  Have  you  any  knowledge,  or  have  you  had  any 
.'fibrillation  that  there  is  a  combination  among  building  material 
:  »r;  hero  to  raise  prices  or  to  hold  prices  up ( 

Mr.  Crawford.  Xo.  We  did  have  such  an  intimation  some  time 
-".  and  we  took  the  matter  up  as  an  association,  but  we  could  not 

•  1  any  ba.sis  for  it. 

i  he  (.'hairmax.  Do  you  not  find  all  plumbers  make  the  sjime  esti- 
r .  :t.»  on  a  given  house  ? 

.Mr.  CRAwn>RD.  No. 

1  !i«»  (*HAncMAX.  And  all  the  men  who  do  cement  work  figure  the 
• .  *\v  way  i 

Mr.  Crawford.  No;  because  perhaps  we  have  been  in  rather  an 

•jntag^ius  ))osition  in  that  respect.     If  our  cement  prices  from 

•  •  '-ement  man  ran  too  high,  we  would  simply  do  it  ourselves. 
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The  Chairman.  Do  you  not  find  when  you  add  for  a  quotation  on 
brick  that  the  prices  are  the  same,  no  matter  where  you  go? 

Mr.  (/RAWFORD,  Yes ;  we  have. 

The  C'h AIRMAN.  And  that  the  prices  on  lumber  are  the  same? 

Mr,  Crawford.  Yes. 

The  Chairman,  That  is  true,  is  it  not? 

Mr,  CuAW*x)RD.  Yes;  they  vary  very  little. 

The  Chairman.  If  you  ask  A  to  give  you  a  price  on  timber,  he 
will  quote  you  the  same  price  per  thousand  feet  as  B? 

Mr.  Crawford.  No;  that  is  not  exactly  the  case.  I  have  had 
variations  of  $4  a  thousand  on  estimates  which  I  took  last  spring.  I 
hail  plans  prepared  for  an  operation  involving  80  houses,  and  took 
estimates,  and  found  they  were  going  to  run  so  high  that  I  simply 
abandoned  it;  but  I  found  out  that  the  lumber  estimates  averaged 
about  $4  a  thousand  variation,  ranging  anywhere  from  $65  to  $70. 

The  Chairman.  So  you  do  not  believe  that  there  is  any  hard  and 
fuHt  combination  of  building  material  interests  here  profiteering? 

Mr.  Crawford.  I  do  not  think  it  is  affecting  us  because  we  can  go 
o\it  and  buy  wholesale. 

The  Chairman.  Do  some  of  your  members  buy  wholesale? 

Mr.  Crawford.  Yes ;  some  of  our  members  buy  in  carloads. 

The  Chair3ian.  Are  you  interested  in  any  building-material  con- 
cern yourself? 

Mr.  Crawford.  No. 

The  Chairman.  Or  in  any  concern  manufacturing  building  mate- 
rial? 

Mr.  Crawford.  No. 

The  Chairman.  Do  the  gentlemen  in  your  line  of  business  borrow 
money  from  the  savings  banks — any  of  them  ? 

Mr.  Crawford.  No.  Mr.  Nicholson  explained  the  situation  very 
thoroughly.  We  go  to  a  trust  company  doing  a  building  and  loan 
business,  and  an  arrangement  is  made  to  advance  about  80  per  cent 
of  the  mortgages  on  those  houses,  that  money  being  advanced  as  the 
work  progresses;  and,  of  course,  when  the  houses  are  finished — and 
sometimes  when  they  are  nearing  completion,  under  former  condi- 
tions, it  was  possible  to  place  the  permanent  mortgages,  thus  realizing 
the  other  20  per  cent.  Of  late,  however,  it  has  been  almost  impossible 
to  do  that. 

The  Chairman.  Has  that  been  the  one  thing,  in  your  opinion,  that 
has,  more  than  anything  else,  retarded  building  here  ? 

Mr.  Crawford.  No;  I  would  not  say  that.  I  would  say  that  the  at- 
titude of  the  public  has  had  as  much  to  do  with  it  as  the  difficulty  oi 
financing.  The  difficulty  of  financing,  however,  is  serious,  and  it  is 
imposing  an  additional  expense  on  the  builder  that  is  a  ^eat  hardship. 
We  are  paying  very  high  commissions  to-day  for  placing  mortgages. 

The  Chairman.  How  much? 

Mr.  Crawford.  In  some  cases  some  of  our  members  have  paid  as 
high  as  5  per  cent  for  three-year  mortgages. 

The  Chairman.  That  is,  5  per  cent  in  the  way  of  a  bonus  to  the 
broker  ? 

Mr.  Crawford.  The  broker  does  not  get  all  of  that.  The  broker 
gets  about  2  per*cent  and  the  other  3  per  cent — well,  that  goes  some- 
where else. 
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The  Chairman.  Is  not  that  bordering  on  the  edge  of  the  usury  law  ? 

Mr.  Crawford.  Yes ;  but  it  would  be  pretty  hard  to  nail  it. 

The  Chairman.  If  a  builder  has  the  courage  to  take  the  risk,  it  is 
too  bad  that  the  financiers  and  moneyed  men  of  the  community  are 
unloading  it  on  to  the  builder  and  making  it  more  difficult  for  him  to 
build. 

Air.  Crawford.  That  is  the  situation.  ' 

» 

The  Chairman.  I  heard  of  one  case  in  New  York — a  large  struc. 
tiire,  a  commercial  building — where  a  man  borrowed  a  million  dollars 
and  received  only  $900,000.  They  took  out  a  hundred  thousand  dol- 
lars as  bonus. 

Mr.  (^RAWi'X)RD.  Yes;  I  know  that  is  being  done;  in  fact,  in  the  past 
some  of  our  building  operations  were  handled  on  that  basis,  but  not 
anv  more. 

The  Chairman.  Under  present  conditions,  it  makes  it  much  more 
tiifficult  for  the  operative  builder  to  do  business? 

Mr.  Crawford.  Surely. 

The  Chairman.  If  you  have  to  pay  the  high  prices  for  material  and 
labor,  and  then  if  the  man  who  loans  the  money  puts  on  5  per  cent 
more  that  is  pretty  tough. 

Mr.  Crawford.  Yes.  I  do  not  mind  telling  you  that  the  average  net 
profit  on  an  operation  is  7  to  8  per  cent.  1  have  had  lots  of  opera- 
tions where  we  made  a  loss,  but  I  do  not  think  I  ever  had  one  where 
I  netted  more  than  S  per  cent. 

The  Chairman.  It  was  the  fact  that  you  were  doing  a  large  volume 
of  business  that  gave  you  a  fair  return  at  that  rate? 

Mr.  C^tt.\WF()RD.  Yes;  of  course,  it  is  the  volume  of  business  that 
iijak<^^  that  possible. 

Mr.  >Iilij':r.  How  high  a  bonus  have  you  heard  of  in  Philadelphia? 

Mr.  Crawford.  I  have  not  paid  it,  but  I  have  heard  of  5  per  cent 
on  first  mortgage  and  10  per  cent  on  second  mortgage. 

The  Chairman.  What  is  the  usual  bonus  on  second  mortgages 
under  normal  conditions? 

Mr.  Crawford.  Under  normal  conditions  there  is  practically  no 
bonus  on  second  mortgages.  The  building  associations  took  those 
mortgages,  and  you  paid  merely  the  fee  for  the  attorney  for  drawing 
u[»  the  papers,  which  would  amount  to  $25,  perhaps.  J^ow,  that  has 
tn^n  brought  about  largely  from  the  fact  that  the  associations  who 
trjok  loans  on  homes  have  been  restricted  in  their  capacity  to  help 
the  home  l)uyers.  by  the  banks  making  them  reduce  the  percentage 
of  their  loans.  In  this  State  a  building  and  loan  association  is  per- 
mitteil  to  borrow  25  per  cent  of  the  value  of  their  free  shares.  The 
bank's  have  never  permitted  them  to  borrow  25  per  cent.  They  have 
lield  them  to  about  20  per  cent.  At  the  present  time  I  think  it  is 
%\fOUi  10  per  cent.  So  that  the  building  associations  have  not  been 
Bl/le  or  are  not  able  at  the  present  time  to  help  as  they  would  under 
normal  conditions. 

The  Chairman.  So  that  on  every  hand  there  is  discouragement? 

Mr.  Crawford.  There  is  no  question  about  it. 

The  Chairman.  So  the  operative  builder,  who  has  the  courage  and 
the  oatienre  to  try  to  pet  the  money 

ilr.  Crawford.  Yes;  that  is  the  situation  in  this  city  to-day. 

The  Chairman.  I  believe  that  the  banks  of  this  city  and  other 
cities  should  go  the  limit  in  loaning  money  to  the  building  associa- 
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tions — of  course,  always  understanding  that  the  building  and  loan 
associations  protect  the  banks  from  all  loss — and  they  have  plenty 
of  assets  to  do  that  ? 

Mr.  Crawford.  The  bank  examiners  of  both  the  Nation  and  States 
have  advised  the  financial  institutions  to  keep  all  their  money  in  so- 
called  liquid  securities,  but  the  write-off  that  some  of  them  would 
have  to  make  if  they  marketed  them  to-day  would  startle  the  country. 
There  are  a  lot  of  so-called  liquid  securities  that  are  not  liquid  at  all, 
because  they  could  not  get  40  cents  on  the  dollar  for  them  to-day. 

The  Chair3ian.  While  a  real  estate  mortgage  is  not  liquid,  and  is 
not  readily  cashed,  it  returns  a  hundred  cents  on  the  dollar? 

Mr.  Crawford.  Yes;  always.  Our  savings  funds  are  not  taking, 
in  my  estimation,  the  amount  of  first  mortgage  they  should  take. 
They  collect  from  the  small  fellow  a  few  dollars  at  a  time,  and  I  think 
I  am  safe  in  saying  that  our  large  institutions  do  not  invest  more  than 
10  per  cent  in  mortgages.  There  is  no  reason  on  earth  why  they 
should  not  take  these  small  first  mortgages  on  homes.  They  are  col- 
lecting their  money  from  the  people  who  live  in  those  homes. 

The  Chairman.  And  there  is  nothing  in  your  State  law  to  forbid 
their  doing  so  ? 

Mr.  Crawford.  Nothing  at  all.  The  only  point  is  that  they  will 
not  accept  the  value  of  the  houses  that  we  are  offering;  for  sale  to-day, 
which  is  25  per  cent  below  the  replacement  cost.  They  tell  us  they 
do  not  think  that  value  is  permanent. 

The  Chairman.  Of  course  you  can  not  compel  them  to  do  it ! 

Mr.  Crawford.  No  ;  of  course  not. 

The  Chairman.  It  comes  down  to  this,  that  the  man  who  takes  the 
risk  of  building  takes  all  the  risk  ? 

Mr.  Crawford.  Yes ;  that  is  the  real  situation. 

The  Chairman.  I  do  not  know  what  you  are  going  to  do  to  im- 
prove that  situation,  unless  you  can  get  the  people  of  the  city  to 
understand  that  their  building  costs  are  not  going  to  materially 
decline. 

Mr.  Crawford.  Mr.  Calder,  if  we  can  make  a  man  realize  that  he 
must  spend  the  same  percentage  for  his  housing  that  he  is  spending 
for  other  things — the  same  percentage  of  increase — it  will  automati- 
cally solve  itself. 

The  Chairman.  He  is  willing  to  pay  a  higher  price  for  diamonds 
and  for  his  amusement,  and  his  clothing,  and  everything  else? 

Mr.  Crawford.  Yes.  In  my  judgment,  the  Government  made  a 
tremendous  mistake  when  it  built  war  housing  and  rented  it  for 
one-half  what  it  should  have  rented  it  for,  because  it  created  in  the 
minds  of  the  people  a  false  impression  that  real  estate  had  not  ad- 
vanced, when,  as  a  matter  of  fact,  it  had  advanced  more  than  many 
other  commodities.  The  value  of  the  material  which  goes  into  the 
average  house  is  only  about  5  per  cent  of  its  cost.  It  is  all  labor 
from  that  point  on,  and  until  the  time  comes  when  we  can  reduce  the 
cost  of  labor  in  everv  industrv  we  can  not  reduce  it  in  construction. 

The  Chairman.  Mr.  Crawford,  the  building  of  homes  for  the  peo- 
ple— the  great  mass  of  the  people — is  a  matter  of  great  impoilanco 
to  evervbodv,  and  it  tends  to  our  social  benefit  ? 

Mr.  Crawford.  Surely. 
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The  Chairman.  Have  you  ever  thought  of  urging  upon  your  legis- 
lature an  exemption  on  all  new  buildings  from  local  taxation  for  a 
period  of  years? 

Mr.  Crawtord.  No;  that  was  a  new  thought  that  you  advanced 
to-dav.     I  had  never  heard  of  that  before. 

The  Chairman.  I  think  that  you  people  in  Philadelphia  ought  to 
consider  that. 

Mr.  Crawford.  We  have  taken  that  up  with  the  city  government, 
and  if  I  am  not  mistaken  the  present  mayor  has  indicated  a  rather 
favorable  disposition  toward  it. 

The  Chairman.  Let  us  suppose  that  for  the  next  five  years  all 
houses  built  exclusively  for  dwelling  purposes  shall  be  exempt  from 
all  city  taxation — ^not  the  land,  but  the  improvements — for  a  period 
of  five  years 

Mr.  CiiAWFORD.  That  would  be  a  material  help. 

The  Chairman.  You  heard  me  discussing  some  time  ago,  perhaps, 
ilie  shipping  bill  that  we  enacted  at  this  past  session? 

Mr.  Crawford.  No  ;  I  could  not  hear  you  very  well. 

The  Chairman.  Well,  I  pointed  out  that  we  had  set  the  precedent 
in  Congress  of  relieving  from  all  excess-profits  taxes  the  income  or 
profits  on  American  vessels  engaged  in  foreign  trade,  provided  those 
profits  were  invested  in  the  building  of  new  vessels.  Now,  it  might 
l»e  some  encouragement  to  you  as  operative  builder  if  we  were  to 
exempt  your  pronts  from  all  Federal  taxation,  provided  you  invested 
ihuse  profits  in  other  buildings. 

Mr.  Crawford.  Yes;  surely. 

The  Chairbian.  The  Government  would  lose  but  little  in  taxes, 
Wause  if  you  did  not  build  new  houses  they  would  collect  the  tax ; 
and  if  you  did  build  new  houses  vou  would  create  profits  on  the  labor 
and  the  material,  and  in  the  end  it  would  much  more  than  make  up 
the  difference. 

Mr.  Crawford.  Everything  that  is  done  to  reduce  the  builder's 
<*ast  is  ^oing  to  redound  to  the  benefit  of  the  purchaser,  because  the 
c<jmpetition  that  we  have  in  our  business  will  surely  take  care  of  the 
price. 

The  Chairman.  And  it  will  redound  to  the  interest  of  the  com- 
munity, the  city,  and  the  State  and  the  Nation. 

Mr.  Crawford.  Yes;  surely. 

Mr.  Miller.  Mr.  Crawford,  you  stated,  I  believe,  that  one  of  the 
reasons  why  the  people  are  so  reluctant  to  pay  the  present  prices  for 
iu»using  was  because  of  the  false  impression  created  by  the  Govern- 
ciMit  during  the  war  in  renting  the  housing  that  the  Government 
built  at  figures  less  than  they  should  have  charged;  and  you  said 
alsD,  I  believe,  that  financing  was  one  of  the  difficulties  of  the  present 
)  *>using  situation  I  Now,  have  you  any  other  reason  for  that  condi- 
ttoninmind? 

Mr.  Crawford.  Well,  a  natural  reluctance  to  accept  a  high  cost  is, 
r»^Hy.  I  presume,  more  to  blame  for  this  condition  than  the  fact 
tKat  the  tiovemment  rented  those  houses,  and  that  is  merely  inci- 
^I'Tital.  Those  houses  were  erected  during  a  period  when  there  was 
ii'»  other  construction  going  on,  and  it  gave  to  the  public  the  impres- 
'^i'»n  that  cither  property  should  l)e  rented  on  the  same  basis. 

The  (^HAiRMAK.  The  public  does  not  show  anv  reluctance  to  pay- 
itiz  tn  increased  price  for  automobiles  and  silk  sliirts,  etc.  ? 
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Mr.  Crawford.  As  I  size  up  the  situation,  we  are  on  a  new  level 
of  values.  The  old  suit  of  clothes  that  we  paid  $25  for  five  years  ago 
is  no  longer  an  old  $25  suit  but  it  is  a  $75  suit  now.  The  puolic  must 
appreciate  that  labor  to-day  is  getting  two  and  a  half  times  what  it 
formerly  received,  on  an  average,  and  the  general  balance  must  be 
higher  to-day — a  new  level — and  in  making  that  level  I  am  satisfied 
that  the  cost  of  housing  must  be  brought  up  in  order  to  be  in  pro- 
portion to  what  it  formerly  was. 

The  Chairman.  You  think  they  must  come  to  that  realization? 

Mr.  Crawford.  Yes. 

The  Chairman.  As  I  said  a  while  ago  to  another  witness,  the 
difficulty  with  the  housing  situation  ana  the  sale  of  houses  is  that 
we  are  compelled  to  compete  with  every  other  house  that  ever  was 
built. 

Mr.  Crawford.  Yes. 

The  Chairman.  Our  shoes  wear  out  and  our  clothing  wears  out 
and  we  consume  the  products  of  the  farm,  but  houses  last  sometimes 
for  a  hundred  years,  and  you  have  got  to  raise  the  value  of  the 
houses  that  you  built  five  years  ago  and  sold  for  $4,000  up  to  $12,000, 
as  it  costs  to-day  that  much  more  in  proportion. 
'    Mr.  Crawford.  Surely. 

The  Chairman.  And  that  is  why  the  housing  situation  is  more 
difficult  than  any  other  problem  in  our  whole  rehabilitation  of  the 
Nation's  industrial  activities. 

Mr.  Crawford.  That  is  true. 

The  Chairman.  And  that  is  the  reason  why  I  have  been  willing, 
instead  of  taking  my  vacation,  to  devote  this  summer  to  going 
through  the  coimtry  in  order  to  get  your  side  of  the  story  and  the 
other  fellow's  side  of  the  story,  and  then  try  to  convince  Congress 
that  this  is  a  great  national  emergency  and  that  for  the  next  few 
years,  at  least.  Congress  must  do  its  part  in  encouraging  the  building 
of  homes  for  the  people.  If  they  do  not,  we  may  be  soon  in  a  situa- 
tion like  the  one  ui  England,  where  the  Government  itself  is  subsi- 
dizing construction  by  paying  to  builders  like  you  £70  per  room 
for  building  hoXises. 

Mr.  Crawford.  Yes.  I  fe>el  that  the  most  constructive  measure 
that  you  could  take  to  help  in  this  housing  situation  would  be  your 
bill,  or  some  bill  of  that  nature  that  will  provide  an  outlet  for  the 
permanent  security.  So  far  as  the  builder  is  concerned,  I  think  we 
can  take  care  of  ourselves  through  the  companies  who  do  that  sort 
of  a  business,  and  I  think  it  is  wise  to  do  it.  They  have  expert  in- 
spectors who  go  around  and  allow  you  so  much,  when  you  are  en- 
titled to  it,  and  if  the  Government  were  to  attempt  to  transact  that 
kind  of  business  it  would  probably  cost  ten  times  as  much  as  it  costs 
to-day.  Three  per  cent  is  not  an  unusual  charge  for  a  trust  com- 
pany "to  make,  in  my  estimation,  for  that  service;  but  we  must  have 
an  outlet  for  the  permanent  security  when  the  property  is  completed. 
That  is  absolutely  essential. 

The  Chairman.  You  are  opposed  to  the  Nation,  State,  or  the  mu- 
nicipality building  homes  for  the  people  ? 

Mr.  Crawford.  Well,  I  am  not  opposed  to  it.  If  they  will  only 
go  ahead  and  do  it,  I  am  not  afraid  of  the  competition  at  all. 

The  Chairman.  But  vou  think  that  it  is  economically  unsound  f 
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Mr.  Crawford.  Yes;  I  do. 

The  Chairman.  And  you  think  that  it  is  unwise  for  the  Nation, 
the  State,  or  the  municipality  to  loan  money  on  mortgage? 

Mr.  Crawford.  I  think  it  is  wise  to  do  that ;  yes. 

The  Chairman.  For  the  State  to  loan  money  ? 

Mr.  Crawford.  Yes;  but  I  do  not  think  that  this  State  can  do  it 
under  its  present  constitution. 

The  Chairman.  Would  you  favor  changing  the  constitution  so 
that  the  State  might  do  that? 

Mr.  Crawford.  I  certainly  would. 

The  Chairman.  You  believe  that  would  be  a  good  thing? 

Mr.  Crawford.  Yes.  Anv  source,  be  it  city,  State,  or  Nation,  that 
will  furnish  the  funds  to  finance  this  home-building  program,  the 
home  buyer — not  the  builder — is  going  to  be  placed  a  Dig  step  for- 
ward. 

The  Chairman.  I  find  that  most  people  are  opposed  to  that  which 
you  have  just  agreed  to.  They  favor  any  le^slation  that  would  tend 
u>  encourage  private  capital  or  the  institution  with  capital  to  loan, 
rather  than  to  have  the  State  itself  loan  it. 

Air.  Crawford.  If  the  Nation  or  the  State  provides  an  outlet  for 
these  mortgages  at  a  rate  that  is  attractive  or  reasonable,  then  the 
private  investor,  if  he  wants  to  invest  in  that  class  of  security,  will 
1n'  forced  to  accept  that  same  rate  of  return.  It  would  not  shut  out 
ihf  private  investor  at  all,  but  it  would  provide  an  outlet  on  a  rea- 

*o?iable  basis. 

Mr.  Miller.  You  stated  a  moment  ago,  I  think,  that  only  about  10 
|»«T  <rent  of  the  savings  deposits  were  loaned  on  real  estate  securities? 

Mr.  Crawford.  Yes ;  that  is  true,  I  think. 

Mr.  Miliar.  Have  you  any  idea  in  what  kind  of  securities  the 
I-M^ple's  savings  are  invested — the  other  90  per  cent  of  them? 

Mr.  Crawford.  Most  of  them  in  stocks,  bonds,  or  municipal  bonds; 
ft  Crtod  many  of  them  in  tax-exempt  securities. 

Mr.  Miller.  That  is  all. 

The  Chairman.  That  is  all,  Mr.  Crawford,  unless  you  have  some- 
t!.  tij:  further  that  you  would  like  to  say  to  the  committee? 

Mr.  Crawford.  No,  Senator. 

The  Chairman.  Thank  you,  Mr.  Crawford.  Now,  ladies  and  gen- 
fl^-men.  the  committee  will  take  a  recess  for  an  hour,  and  will  then 

•nrinue  its  hearings  until  along  about  5  o'clock;  and  any  gentleman 
^'^^o  has  been  invited  to  come  here,  and  whose  name  I  have  not  called, 

*  ••  will  be  glad  to  hear  him  this  afternoon, 

^Whereupon,  at  1..H5  o'clock  p.  m.,  the  committee  took  a  recess  until 
'1  i.%  p.  m.) 

after  recess. 

<  At  2Ju»  oVlcM'k  p.  ni.  the  committee  rca-^scnibh'd,  pursuant  to  tlie 
'  iifig^  of  recH»s^.) 
The  Chaihmax.  Ladies  and  gentlemen,  tlie  (^ommittee  nuist  con- 

•  i  i  le  this  hi'arinp  this  afternmm  by  a  quarter  after  5,  and  tlierofore 
* '-  will  ask  the  witness(»s  to  discus^  these  matters  to  tlie  ])oint,  so 
*•  It  we  may  get  all  that  they  know  or  care  to  tell  us  us  directly  as 
:  --ible. 

llje  committee  would  now  like  to  hear  Mr.  ThMer,  if  he  is  in  the 
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STATEMENT  OF  ME.  JOHN  IHLDER,  SECRETARY,  PHILABELFHIA 

HOUSING  ASSOCIATION. 

The  Chairman.  Mr.  Ihlder,  you  are  secretary  of  the  Philadelphia 
Housing  Association  ? 

Mr.  iHiiDER.  Yes,  sir. 

The  Chairman.  Is  that  association  an  official  one  appointed  by  the 
city  authorities? 

Mr.  Ihlder.  It  is  not.  It  is  composed  of  private  individuals  who 
are  interested  in  the  improvement  of  housing  conditions. 

The  Chairman.  The  membership  of  it  is  composed  of  public- 
spirited  citizens? 

Mr.  Ihlder.  Yes,  Senator;  it  is  composed  of  public-spirited  citi- 
zens who  contribute  to  its  support. 

The  Chairman.  Are  these  men  builders  themselves  ? 

Mr.  Ihlder.  In  very  small  proportion. 

The  Chairman.  Can  you  give  the  committee  some  information 
concerning  the  shortage  of  housing  in  this  city  ? 

Mr.  Ihlder.  I  would  like  to  say,  Senator,  that  our  point  of  view  is 
somewhat  different  from  that  of  the  witnesses  who  spoke  this  morn- 
ing. You  will  remember  that  each  of  them  spoke  as  from  his  own 
business  point  of  view,  and  each  of  them  was  concerned  with  what 
would  make  his  business  move  more  rapidly.  We  are  interested  in 
getting  an  adequate  supply  of  good  houses  for  the  city  of  Phila- 
lelphia.  It  is  not  good  business,  from  our  point  of  view,  if  we  fall 
short  of  an  adequate  supply,  no  matter  how  profitable  it  may  be  to 
other  people  or  now  well  business  may  move  within  that  radius.  You 
will  remember  that  Mr.  Nicholson  said,  in  answer  to  your  question, 
that  if  mortgage  money  flowed  freely  that  they  would  be  able  to  take 
care  of  the  housing  needs  of  Philadelphia.  Tt^e  are  inclined  to  ques- 
tion that  because  of  the  tremendous  shortage  at  present.  It  is  esti- 
mated that  we  are  from  twenty  to  thirty  thousand  houses  short,  at 
least,  and  some  figures  go  above  that.  The  operative  builders  say 
that  our  six-room-and-bath  house — ^the  typical  house  of  the  wage 
earner — will  cost  rather  above  than  below  $6,000.  I  think  Mr.  Craw- 
ford brought  that  out  this  morning,  too.  That  means  that  we  must 
raise  from  one  hundred  and  twenty  to  one  hundred  and  eighty  mil- 
lions of  funds,  and  I  wish  that  you  might  have  asked  the  question. 
**Are  you  ready  to  produce  that  amount  of  money,  and  under  what 
conditions? "  and  tnen,  from  our  point  of  view,  we  would  have  had 
an  answer. 

The  Chairman.  Well,  will  you  give  us  the  information,  if  you  can? 

Mr.  Ihlder.  Well,  that  is  the  situation.  Our  present" housing 
shortage  in  Philadelphia  is  estimated  at  from  20,000  to  30,000  houses. 
The  builders  state  that  it  costs  to-day  over  rather  than  under  $6,000 
to  build  a  six-room  house,  the  typical  wage  earner's  dwelling.  At 
this  minimum  price  it  would  cost  from  $120,000,000  to  $180,000,000 
to  meet  our  needs.  Most  of  the  houses  being  erected  are  more  expen- 
sive than  this ;  but,  even  so,  the  number  is  small. 

In  July  permits  for  only  37  dwellings  were  issued.  Of  these,  only 
9  were  for  two-story  houses,  at  an  average  estimated  cost  of  $5,677 ; 
24  were  three-story  houses,  at  an  average  estimated  cost  of  $10,917 : 
and  4  were  tenement  houses. 
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In  June  permits  were  issued  to  only  36  dwellings.  Of  these  only  9 
were  for  two-story  houses,  at  an  estimated  average  cost  of  $6,388 ;  4 
were  for  three-story  houses,  at  an  average  estimated  cost  of  $22,250 ; 
21  were  frame  structures — a  very  unusually  large^  number-^at  an 
estimated  average  cost  of  $4,990.  One  was  a  tenement  house  aiid  one 
a  rooming  house. 

During  the  first  six  months  of  1920  only  1^23  permits  were  issued. 
With  the  exception  of  1918,  when,  however,  the  Federal  Government 
began  construction  of  some  2,000  houses,  which  are  not  included  in 
the  city's  figures,  as  no  permits  for  them  were  issued,  this  is  the  lowest 
ret'ord  for  many  years. 

In  lSUr>  permits  issued  for  9,503  hoip^s;  and  in  1916,  the  last 
I.'  nnal  rear,  for  7,75S. 

So  not  only  are  we  (rreatly  underbuilt,  but  the  prospects  are,  unless 
-<  nu*  new  method  of  stimulating  Building  is  devised,  that  we  shall 
'.'.J  further  behind.  Total  figures,  of  course,  do  not  give  an  accurate 
ii«*tnre.  While  every  *  lass  in  the  community  feels  the  pinch  to-day, 
il'jise  who  feel  it  most  are  the  wage  earners  and  those  on  small  sala- 
ries. For  thenii  constituting  as  they  do  the  bulk  of  our  population, 
'JM'tirallv  nothinsT  is  bein*;  done. 

The  ininieeliate  ^Sevt  of  tlie  liousing  shortage  has  been  to  diminsh 
"••r  {» ipuhttion.  During  the  war  we  had  a  tremendous  increase  of 
^iorkiajr  popuiition  be<*ause  of  the  concentration  of  war  industries 
!  ( iv.  These  jx'ople,  inore  or  less;  accepteil  poor  living  conditions 
^iiip<rariiA  as  a  necessary  accoinpaninient  of  war  work.     Yet,  even 

ririL'  f  h<'  W{»r  and  >vith  war  \\ages,  tlie  la))or  turnover  was  so  great 

•  J  ii  iJn'  IVueral  (io\ernnient  w^•s  forced,  reluctlantly,  to  build  houses 
nil  s<»  help  to  stabilize  labor.  When  the  armistice  was  signed  the 
''••uTnnient  undertook  no  more  building  operations.    Since  then  we 

'.«•  lost  |x)pulatio]i.  This  loss,  so  far  as  the  native  American  popula- 
'  ■<».  is  concerned,  will  probably  continue  until  there  is  an  appreciable 
T>>r*  in  tJ  e  housiufr  sitiinti(;n.     From  the  social  point  of  view  we 

♦  ■  tiM  v:i(ch  l!iis  decrease  with  thanksgiving,  if  we  are  not  able  to 
r-'hli'  proper  iioiisiii^r.  t<.r  it  means  some  relief  for  those  who  stay. 

ii'kni  the  industrial  j)(>iiit  of  view  it  is  another  matter.  Those  who 
_'•'   *•  ii's4*  tl»ey  van  ii'-t  iiinl  proper  dwellings  for  their  families  are 

•  f  to  iH*  jimoUiT  the  »/rst. 

^•f't    rTa'an^^  hile,    another    nioseiiient    has    begun.     Imnntrration, 

.'  '. '<t  suspen<l«Nl  during  the  war,  is  apparently  iretting  back  to  pre- 

:  voliiTji4*      ^'estiM'davV  r'>\s  coiitaintMl  aTi   item  that   more  tlian 

•  •  '  imniitrnints  are  arrlvii^g  diily  at  Kllis  Island.  A  few  days  ago 
'  -  -wre  to!  I  that  great  camps  aie  being  erected  outside  of  Danzig  to 

niiiMMJiite  the  thousands  of   refugees   from   Russia   and    Poland 

■    'in*  :»nniting  slii|)s  to  brin^^  them  to  America,  refugees  destitute 

!  ^'ourji^l  with  <lis*^as*».     Even  if  our  representatives  in   Kurope 

i^i'-k  the  obvinusly  di-eased  and  unKt,  those  who  do  come  will 

•  r  /  u^  ri*any  problems.     A  sh<»rt  time  atro  we  were  toi<l  tliat  ships 
'  M    Italv  are  lo')de<l  to  capa<'ity  with  immigrants,  and  one  of  our 

I'LTat  on  olilri:ils  said  that  these  new  arrivals  can  not  compare  in 
'i«pie  nnd  stamina  with  their  prewar  predecessors. 
!|i»-^«»  an*  llie  iH»o])le  who  are  coming  in  to  take  the  place  of  depart- 
1'  rrifit»»-b«»rn    \fperi<':ins.     They  do  not  <lemand  as  good  dwellin«i< 
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as  do  the  people  we  are  losing,  and  in  that  lies  our  danger.  Dwellings 
already  overcrowded  will  become  more  overcrowded.  The  evils  we 
have  now  will  seem  slight  as  we  look  back  upon  them  three  or  four 
years  hence — unless  we  do  something. 

Though  we  are  to-day  losing  population  we  have  not  and  are  not 
losing  it  fast  enough  to  prevent  the  development  of  conditions  that 
w^ll  remain  to  plague  us  for  a  generation,  llouses  are  deteriorating 
because  it  is  possible  to  rent  or  sell  them  at  a  profit  without  making 
even  the  most  necessary  repairs.  Single  family  houses  are  being 
converted  into  tenements,  l^hiladelphia  is  rapioly  losing  its  char- 
acter as  a  city  of  homes,  and  is  becoming  a  city  of  makeshift  tene- 
ments. Houses  designed  fSr  one  family  are  occupied  by  two  or  more. 
Standards  of  living  are  being  lowered.  Invitation  over  these  comli- 
tions  is  widespread  and  is  settling  into  a  deep-seated  discontent  which, 
unless  the  caijse  is  removed,  will  find  expression  in  the  future. 

There  is  no  easy  panacea  for  this  condition.  We  recognize  that  it 
is  not  local,  that  it  is  not  confined  to  America,  but  is  world  wide. 
We  recognize  that  no  remedies  will  have  full  effect  for  several  years. 
What  we  hope  for  is  that  the  present  compelling  interest  in  the  sub- 
ject will  result  in  something  more  than  superficial  measures  which 
will  make  no  improvement.  It  is  folly  to  spend  time  or  thought 
trying  to  get  back  to  a  prewar  basis  and  to  the  use  of  prewar  methods. 
Even  before  the  war  those  methods  had  failed.  They  had  given  us 
slums  in  the  richest  country  in  the  world  and  in  an  age  of  unequaled 
prosperity.  The  difference. between  now  and  then  is  not  that  condi- 
tions are  worse,  but  that  a  far  larger  proportion  of  the  community 
is  suffering  from  them.  Now,  that  we  are  awakened  to  the  im- 
portance or  housing,  we  must  study  the  subject  thoroughly. 

During  and  since  the  war  the  old  methods  of  providing  houses 
broke  down,  and  they  give  no  promise  of  being  revived  sufficiently 
even  to  provide  relief.    We  must  look  beyond  them. 

In  Philadelphia  several  promising  beginnings  of  new  metho<ls 
have  been  made,  but  the  trouble  is  that  those  who  are  in  a  position  to 

five  them  force,  to  make  them  at  all  adequate  to  the  need,  hold  aloof, 
'he  task  is  so  big;  it  means  so  great  a  change  in  attitude  of  mind, 
such  a  revision  of  old  methods,  that  there  is  a  natural  hesitancv  at 
embarking  upon  it.  Each  holds  back  in  the  hope  that  somehow  the 
problem  will  work  itself  out. 

We  believe  that  the  greatest  service  your  committee  can  render 
will  be,  first,  to  ])re?ent  a  definite,  clear-cut  statement  of  the  situation 
with  its  economical  and  social  effects  to  each  of  such  important 
groups  as  the  banking  interests,  the  manufacturers,  the  merchants, 
the  labor  unions,  as  well  as  to  agencies  obviously  interested,  likse 
the  operative  builders'  association,  the  real  estate  board,  and  the 
housing  association,  and  get  them  to  give  definite,  clear-cut  answers 
to  these  questions:  First,  what  do  you  believe  should  be  done  to  in- 
crease the  supply  of  dwellings,  especially  those  for  people  of  small 
means,  and  to  prevent  the  deterioration  of  existing  dwellings?  and, 
secondly.  What  part  will  you  undertake? 

The  modern  manufacturer  or  other  employer  can  no  longer  per- 
suade himself  that  he  has  no  interest  in  the  way  his  employees  are 
housed. 
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Tlie  modern  banker  can  not  persuade  himself  that  an  industrial  or 
business  community  where  the  workers  are  badly  housed  is  on  as 
sound  a  foundation  as  one  in  which  the  workers  are  well  housed. 

The  labor  unionist  is  learning  that  it  is  not  high  w-ages  in  dollars 
that  counts,  but  the  power  to  purchase  those  things  that  make  life 
worth  while. 

This  hearing,  we  hope,  is  but  preliminary  to  another  hearing  early 
in  the  autumn,  when  these  questions  will  be  answered,  for  this  hear- 
ing was  called  on  such  short  notice  that  no  real  preparation  for  it 
was  possible.  If  you  can  announce  now  the  date  when  you  w^ill  re- 
turn and  will  state  that  at  that  time  you  will  ask  the  different  groups 
to  st»nd  representatives  to  answer  these  questions,  we  believe  that  you 
will  get  results. 

We  also  suggest  that,  meanwhile,  if  you  have  not  already  done  so — 
and  I  see  that  you  have — your  committee  employ  competent  persons 
to  make  a  thorough  study  of  such  matters  as  the  present  methods 
i»f  dealing  in  land  and  their  effects  upon  house  construction ;  present 
metliods  of  financing  house  construction  and  their  cost ;  present  sup- 
ply, distribution,  and  facilities  for  transporting  building  materials; 
am]  pre.sent  operative  methods  of  constructing  dwellings  and  the 
Pastes  involved. 

The  cost  of  house  building  to-dav  is  so  high  that  a  good,  new  house 
i>  Leyond  the  reach  of  a  family  of  moderate  means.  The  supply  of 
existing  good  houses  is  utterly  inadequate  to  the  need.  If  it  is  pos- 
Mi»le  to  build  houses  more  cheaply,  the  way  must  be  found. 

We  hear  of  plans  to  revise  or  do  away  with  the  taxes  on  mortgages^ 
IIn'V  would  probably  help,  but  not  enough  to  really  count.  We  hem 
-f  land  banks,  such  as  that  in  New  York,  but  we  do  not  hear  that 
t'tM  New  York  land  bank  has  solved  the  problem.  We  hear  of  a 
I  ♦•♦loral  home-loan  bank,  analogous  to  the  farm-loan  bank.  We  hear 
r..i'rli  of  State  aid  in  the  form  of  loans  for  house  building,  but  we 
^I'av  that  if  this  is  practiced  on  a  large  scale  without  supplementary 
:i.»u>ures  cheap  State  monev  will  be  balanced  by  increased  land 
I'jres.  We  also  know  from  European  experience  that  this  alone  can 
ii»i  pn»vide  enough  houses.  We  hear  of  (lovernment  ownership  of 
".  '-I  to  « heck  land  speculation,  which  is  a<lmitted  to  be  one  of  the 
•"li^'f  causes  of  improper  housing.  We  hear  of  building  guilds  to 
n.minate  the  middleman  contractor.  We  hear  of  copartnership 
--•ieties  which  will  supply  the  greatest  lack  in  housing,  proper 
Management. 

Fiut  all  these  proposals  are  tentative  or  small  in  s(H)pe  or  fail  to 
u  iiirve  their  purpose  because  they  have  not  behind  them  those  strong 

■  fit^uts    in    t'li*   curuniunity    wliich    would   benefit    most    from    the 
*• '  "ililN  and  content  <lue  to  good  housing,  but  which  hold  aloof  be- 

'  «•  tliry  <lo  not  know  the  facts.  If  your  committee  will  produce 
f..-^*  fartV  and  on  the  basis  of  those  facts  get  the  banking,  industrial, 

•  •riimMrrial,  and  lalK)r  groups  to  c<m:mit  themselves  to  a  constructive 
:  "u  V.  we  iielieve  it  will  have  gone  a  long  way  toward  solving  the 
'.•  ^'-inp  problem. 

The  ("if  AiRM.iN.  Have  you  anything  further  to  say,  Mr.  Ihlder? 

Mr.  Iiiu>ER.  No,  sir.  Senator. 

The  ('hair%ian.  Thank  you  verj'  much.    Now,  is  Mr.  Mnson,  of  the 

*  ••mmerrial  Trust  Co.,  in  the  room? 
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STATEMENT  OF  HK.  JOHN  H.  MASON,  PRESIDENT,  COMMERCIAL 

TRUST  CO.,  PHILADELPHIA,  PA. 


The  Chairman.  Mr.  Mason,  you  are  the  president  of  the  Commer- 
cial Trust  Co.,  of  this  city? 

Mr.  Mason.  Yes,  sir. 

The  Chairman.  What  is  the  capital  stock  of  your  company? 

Mr.  Mason.  $2,000,000. 

'I'he  CHAuniAN.  And  what  is  the  surplus? 

Mr,  Mason.  Three  million. 

The  Chauiman.  And  what  are  your  deposits? 

Mr.  Mason.  Twenty-six  million.  ' 

The  CuAHiMAN.  You  do  a  regular  trust  company  and  bankiiiir 
business? 

Mr.  Mason.  Y^es. 

The  CnAnm  an.  Do  yon  loan  out  any  money  on  real  estate  bond  tind 
mort<i:ap:e? 

Nfr.  Mason.  None. 

The  Chairman.  Do  you  assist  in  finan'  ing  building  and  loan  as- 
sociations? 

Mr.  Mason.  We  do.    We  lend  to  the  building  and  loan  association^. 

TIk*  CiTAHniAN.  Have  vou  any  money  loaned  to  them  now^ 

Mr.  Mason.  Oh,  yes;  we  always  have. 

The  Chairman.  Have  you  been  curtailing  those  loans  of  late? 

Mr.  Mason.  I  should  reckon  they  are  larger  to-day  than  they  have 
ever  been. 

The  Chaib:\ian.  Mr.  Mason,  your  interest,  of  course,  is  in  a  bank 
that,  indirectly  has  to  do  with  the  development  of  this  great  city 
in  furnishing  funds  for  building  purposes,  and  we  would  be  glad 
if  yon  woidd  tell  the  <  onimittee  just  what  you  have  in  mind  tliut 
vol!  tliink  woultl  be  iMdpi'ul  in  this  situntion. 

Mr.  M\soN  SeiuUor,  T  thinlv  tliat  wherever  th<Me  i^  a  buildinir  o{* 
erati<^n,  ^mkI  there  is  any  necessitv  to  provide  houses,  thev  can  ahvav>. 
borjow  tlie  ni(»nev,  proviiled  thev  pav  the  market  r;Ue.  Monev  h 
just  'ike  any  other  commodity.  It  has  its  price  in  one  senson  or 
another,  so  that  I  do  not  feel  that  there  is  ever  any  difficulty  in  fi- 
nancing: such  an  undertaking,  provided  it  is  warranted  and  is  sound. 
Franklv,  I  do  not  think — and  I  say  it  with  great  hesitancy,  becaus^o 
I  kiK^w  so  little  about  this  thing — that  there  is  such  a  shortage  of 
houses  as  most  people  seem  to  think. 

Tlio  problem,  I  think,  is  the  lack  of  transportation;  people  can  not 
get  back  and  forth  to  their  work  unless  they  are  adequately  trans- 
ported, and  therefore  they  have  congested  in  the  great  cities.  Take 
the  case  of  New  York,  your  great  Commonwealtli,  and  I  suppose 
there  are  possibly  50,000  peo])le  to  be  delivered  in  one  hour  nt  i\v* 
Equitable  Life  Building,  at  120  Broadway,  and  perhaps  in  an  hour 
and  a  half  taken  away.  Xow,  if  you  can  spread  those  {)eople  out 
through  a  great  community,  the  corner  stone  is  transportation,  and 
I  think  you  will  have  come  very  near  to  solving  most  ot  your  housinjr 
problems  in  the  big  cities  if  you  can  provide  adequate  transportation 
fac'litii^s  for  the  people. 

The  Chafkman.  Mt.  Mason,  money  is  pretty  tight  for  business 
generally  now,  is  it  not? 
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Mr.  M^vsoN.  I  should  say  it  has  never  been  tighter. 

The  Chairman.  What  is  the  cause  of  that? 

Mr.  Mason.  Well,  it  is  due  mainly,  I  think,  to  the  strain  on  credit 
throughout  the  world.  The  world  for  the  past  five  years  has  spent 
its  time  destroying  instead  of  constructin<r.  Xow,  to  replace  that 
enormous  destruction  there  w^ill  be  a  strain  upon  credit  for  years  to 
(onie,  I  think;  but,  in  addition  to  that,  I  think  that  all  the  currencies 
of  the  world  are  so  inflated  that  there  must  be  a  method  of  orderly 

•  letlation.  Tliat  may  be  by  the  restoration  of  credit  or  it  mny  be  by 
\eiT  high  rates  for  credit.  1  think  it  is  more  apt  to  be  a  little  but 
"f  both. 

The  Chairman.  Have  you  tliou^ht  of  a  sales  or  consumption  tax? 

Mr.  Mason.  I  believe.  Senator,  that  the  excess-profits  tax  was  a 
{H'rfectly  sound  and  proper  tax  for  war  time.  I  look  upon  it  as  a 
'\nr  tax.  In  peace  times  I  look  upon  it  as  a  very  unsound  ttix.  The 
surtaxes*  as  you  know,  never  produced  the  revenue  that  it  was  thousfht 
tli.»y  would,  because  people  who  were  subject  to  a  very  heavy  surtax 
'M.u^ht  nontaxable  securities.     I  am  a  ^reat  believer  in  the  raisins: 

f  the  normal  income  tax  and  addincr,  just  as  Mr.  Kahn  and  many 

•  thers  have  said,  what  you  may  call  a  sales  tax  or  a  consumption 
ti\,or  what  not.  •  . 

Tiie  Chairman.  Mr.  Kahn  sufr<rested  that  the  maximum  in'^ome 

T  'x  <hc;uhl  be  fixe<l  at  al)out  -^^n  per  cent.    He  said  that  if  the  larfjer 

Ml  limes  were  charired  more  than  30  per  cent,  then  nobodv  wouhl  be 

I'Tiicularly  interested  in  ^oin<r  out  of  his  way  to  invest  his  means  in 

"  vthinjr  but  tax-exempt  securities. 

M-.  Masi)N.  I  think  there  is  con-^iderable  in  that. 

T!)»*  Chairman.  He  said  that  the  hijrher  incomes  to-day  pay  73  per 

'.♦.  jhkI  that  requires  an  investment  totalin»r  24  ])er  cent  to  «;ivo  a 
*»»t  income  at  6  per  cent.  He  says  that  men  could  pet  (>  per  cent  on 
f  ^    xempt  securities  without   much   difficulty,  if  they  looked   for 

Mr.  Mason.  And  those  are  comin<r  out  more  now  than  ever. 

riie  Chairman.  He  also  told  us  that  to-day  there  are  between 

irnen  find  fifteen  billion  dollars'  worth  of  tax-exempt  securities 
'  »-\Lsteni*e  in  this  country,  and  that  that  sum  was  about  two  and 
'  •  half  times  as  much  as  existed  previous  to  the  war. 

Mr.  Ma**<ix.  I  should  reckcm  he  is  ripht.    I  could  not  answer  posi- 

•  -v. 

I  lir  CiiAinMAN.  He  i\h\)  su<r<jrested.  for  the  immediate  relief  of 

•  ♦'  ms  loans  on  real  estate  niortpa«res,  and  other  business,  thnf  we 
♦  d  our  usurv  laws  for  a  period  of  two,  three,  or  four  vears.  enact- 

-'  N'tfislslion  raising  the  le<ral  rate  of  interest,  and  providing  that 

'  -    ill  \te  for  a  perio<l  of  not  more  than  three  years.    1  thouplit  per- 

'  •*  that  nii^ht  oe  a  way  of  brinpinp  numey  into  these  things.     Vou 

•  that  the  price  of  mcmey  depends  upon  the  seasons  and  other  con- 

Mr  Mah<»n.  Yes. 

!-••  (*hairman.  The  dan»rer  in  repealin*^  the  usuary  law  is  that  it 

/•it  result  in  calling  in  all  the  existing  mortp:ap:es,  or  a  readjust- 

'  •   '  of  the  interest  rate  on  mort^a«res  ? 

^fr.  Mamin.  I  think,  as  they  fall  due,  the  rate  of  interest  is  \mn<r 

•  ^-L    Many  mortgages  in  tlie  Commonwealth  of  Pennsylvania  are 
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drawn  for  a  period  of  five  years,  and  then  when  the  time  expires, 
they  simply  run  on  and  on;  but  they  are  subject  to  an  increase  in  the 
rate  of  interest. 

The  Chairman.  What  has  been  the  average  rate  on  good  mortgages 
here  in  Philadelphia  ? 

Mr.  Mason.  Right  in  the  central  part  of  the  city  ? 

The  Chairman.  Yes ;  up  to  four  or  five  years  ago  ? 

Mr.  Mason.  I  should  say  4^  to  5  per  cent. 

The  Chairman.  And  now  all  the  renewals  are  at  6  per  cent? 

Mr.  Mason.  Yes. 

The  Chairman.  And  with  a  bonus  to  secure  the  extension? 

Mr.  Mason.  I  think  to  negotiate  the  loan  they  probably  will  have 
to  pay  a  commission  to  the  lender. 

The  Chairman.  How  high  a  rate  of  commission  is  now  being 
charged?  '  ^ 

Mr.  Mason.  That,  I  could  not  answer.  Senator.  I  really  do  not 
know. 

The  Chairman.  I  have  heard  of  some  commissions  in  New  York 
as  high  as  10  per  cent. 

Mr.  Mason.  I  should  think  that  was  very  unusual,  because  if  the 
man  had  a  sound  good  proposition,  he  could  go  to  somebody  and 
finance  it  at  much  less  than  that.  Of  course,  it  staggers  a  banker 
when  you  say  "  10  per  cent  commission." 

The  Chairman.  The  loan  that  I  had  in  mind  was  a  million-dollar 
loan — M  large  loan,  and  difficult  to  obtain,  as  you  very  well  know. 

Mr.  Mason.  I  should  think,  sir,  that  if  it  were  on  good  propertv, 
and  the  obligations  were  sound,  that  a  million  dollars  could  be  easily 
borrowed  at  much  less  than  that. 

The  Chairman.  Mr.  Nicholson  this  morning  urged  that  we  enact 
legislation  exempting  a  limited  amount  of  mortgages  in  the  hands  of 
individuals  from  Federal  taxation.  What  do  you  think  of  a  sugges- 
tion of  that  kind  ? 

Mr.  Mason.  I  think  it  ought  to  be  very  carefully  considered. 
Senator.  I  am  not  in  favor  of  exemption  from  taxation  of  any 
securities.  I  think  the  more  taxes  we  pay,  which  are  sound  and  fair, 
the  better  citizens  we  become.  I  think  it  is  a  mistake  to  legislate  for 
one  security  to  have  a  privilege  that  others  have  not. 

The  Chairman.  Mr.  Mason,  there  is  no  doubt  about  the  soundness 
of  that  statement,  and  I  agree  with  you,  but  for  the  fact  that  we 
seem  to  be,  as  I  judge  from  the  statements  coming  to  our  committee 
from  all  over  the  country,  in  a  very  serious  situation  concerning 
housins:.  You  have  indicated  a  moment  ago  that  you  thought  per- 
haps these  statements  were  exaggerated,  and  T  have  felt  i>erhn]>s 
that  they  were,  too.  It  has  seemed  to  me  that  there  should  be  loss 
demand  in  your  city  than  in  most  cities  for  housing,  because  this 
is  one  of  the  places  where  the  Government  erected  a  lot  of  houses  of 
a  permanent  character,  and  that  ought  to  relieve  the  situation  here 
considerably.  AVe  have  not  had  an>i:hing  of  that  kind  in  New  York 
or  in  other  cities  where  the  situation  is  acute;  but  tliere  is  an  emer- 
gency now.  I  put  that  question  to  Mr.  Kahn  the  other  day.  and  lu* 
rather  answered  about  as  you  did.  He  said  if  there  were  a  real 
emergency  perhaps  we  might  enact  a  law  that  would  limit  to  some 
degree  the  amount  to  be  exempted.    He  rather  suggested,  somewhat 
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to  my  surprise,  that  perhaps  for  a  year  or  two,  or  three  or  four  years, 
we  ought  permit  the  State  or  the  city,  if  there  were  a  real  emergency, 
where  there  was  no  money  to  provide  for  housing  rather  than  to  have 
the  8tate  or  the  city  go  into  the  building  of  houses  to  loan  money 
on  bond  and  mortgage.  I  do  not  believe  in  that,  and  I  would  not 
want  to  see  it  done.  I  had  rather  exempt  the  income  on  the  invest- 
ment from  taxation  to  a  limited  degree. 

Mr.  Mason.  Senator,  if  I  may  be  so  bold,  I  think  perhaps  there  is 
an  emergency.  We  are  short  of  houses,  no  doubt;  but  we  have  met 
H  great  many  emergencies  in  the  past  five  years,  and  I  think  we  are 
just  as  well  fitted  to  do  it  to-day.  Frankly,  I  do  not  think  that 
♦emergency  legislation  is  a  very  good  thing,  because  if  you  once  give 
l>«»o|ile  a  certain  privilege  and  then  attempt  to  take  it  away  from 
them  they  resent  it  frightfully.  In  so  far  as  the  municipality  and 
tiie  Commonwealth  or  the  Fecleral  Government  going  into  building 
operations,  with  the  greatest  respect  for  all  of  you,  1  think  that  the 
NMiner  the  Government  goes  out  of  business  of  all  kinds,  the  better 
for  the  Government  and  for  the  citizen. 

The  Chairman.  I  can  not  quarrel  with  you  on  that.  As  a  practi- 
'al  business  man  I  am  opposed  to  the  Government  being  in  business. 

Mr.  Mason.  I  think  that  during  the  war  just  what  you  did  down 
tht're,  in  a  general  way  I  would  say,  was  absolutely  right.  We  had 
a  hitr  job  to  do,  and  Ithink  our  Representatives  in  Washington  did 
^[>l»*ndid  work — I  do  not  care  whether  they  were  Democrats,  Repiib- 
!  «anii,  or  what  not:  they  were  real  men,  from  my  point  of  view. 

The  Chairman.  Mr.  Mason,  has  your  attention  oeen  called  to  the 
^■'il'ping  bill  that  Congress  recently  passed? 

Mr.  Mason.  The  Jones  bill,  is  that? 

1  he  Chairman.  Yes. 

Mr.  Mas4»n.  I  have  heard  something  of  it.    I  have  never  read  it. 
1  ii.ivt*  heard  men  who  were  interested  in  shipping  say  it  was  one 
"f  fljf  greatest  constructive  pieces  of  legislation  that  had  been  done 
r  »hjit  line  for  many  years. 

Trie  (*iiAiRMAN.  Would  you  think  it  wise*  legislation  to  provide  for 

•*  **  next  five  years,  as  an  emergency  measure,  that  anv  man  who  would 

i'l  a  house  for  dwelling  purposes  and  sell  it  sliotild  be  exempt 

''    f!.  all  profit  taxes,  provided  the  profits  were  invested  in  the  build- 

'-T  of  new  houses?     That  was  a  g(X)d  thing  for  the  ship  business, 

•  .  '  h  we  are  trying  to  build  up;  and  if  there  is  a  real  need  for  the 

i  iiiur  of  homes  to  supply  shelter  for  the  American  people,  why 

•  i'l  that  not  be  a  wise  expedient?    But  I  supiM)se  if  we  do  that  the 

'inner  will  come  along  and  want  his  profits  exempted  for  the  next  five 

•  »r>  from  taxation,  on  the  theorv  that  we  need  food. 

Mr.  Ma'^»n.  You  probably  know  a  lot  more  about  the  farmer  than 
'    •'.  but  I  think  a  lot  of  other  people  would  come,  too.     I  think 

;  banker  would  come. 

Ian  Chairman.  At  any  rate,  Mr.  Mason,  here  is  a  way  of  helping 
'  »•  «ituflti<m.  if  there  is  an  emergency — and  I  know  that  there  is  one 

•  NVw  York  City — by  encouraging  men  to  build  houses,  if  we  say 
►  '  ahead  now  and  run  the  risk,  and  if  you  make  anything  we  will 
<  take  it  away  from  you.'' 

Mr.  Mji<a*x.  t^nator,  I  might  say  that  I  think  that  is  an  excellent 
'   :ple.  but  I  really  believe  that  that  should  come,  in  a  broad  sense. 
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^''  '  \  ,  '»t^iiu.v>.  '.\  e  wimt  construction  not  only  of  houses,  but  of 
•  ■  :  v-  «^,  i*iu  nK»  i^Uaimation  of  excess-profit  taxes,  as  I  see  it, 
^> '  .  ■  .iv  V    i,M    r  chat  matter,  and  as  we  all  get  to  work  and  pro- 

.  V   1   .....I  N*    '  r?v»<  l^  fearful  of  building  his  home;  he  will  need  no 

•    *i  « .i*vai  •»    ,»i.s.Ul  it,  if  in  his  business,  instead  of  paying  an  enor- 

'.  V  .       » V.  VI  rco,  was  perfectly  proper  during  the  war,  in  my  opiniou, 

'v    V        Kixc  L  VAC,,  and  he  will  not  fear  his  depreciation  in  construct- 

:  .,  I    »*'..iv  vuher  for  himself  or  his  son  or  his  daughter,  or  whoever 

;    i. .^^   .V.     I  have  a  very  strong  feeling,  sir,  that  if  the  next  Con- 

.^.v.w  ix  I  t^*lieve  it  will,  will  adjust  taxes  to  peace  times,  rather  than 

^v  ^v  t    v'iuos,  many  of  the  emergencies  in  this  situation,  as  well  as  in 

^^^  ^ci-v  \>in  ilear  up  by  giving  Father  Time  and  the  common  sense 

v-i  I  ;o  American  people  a  chance,  without  what  I  call  rather  emer- 

i:^vi,ov  and  special  legislation,  which  I  think  is  unsound. 

Mr,  SliLLER.  Mr.  Mason,  Judge  Elliott  sometime  ago,  when  he  wiis 
j^n  attorney  to  the  Federal  Eeserve  Board,  drew  a  measure  which 
would  give  the  governor  of  the  Federal  Reserve  Board  the  power  to 
direct  the  investment  of  long-term  deposits  into  long-term  channels, 
t>n  the  theory  that  it  was  sound  banking  to  keep  long-term  deposits  in 
long-term  investments  and  short-term  deposits  in  short-term  invest- 
ments; and  in  discussing  that  matter  with  a  number  of  bankers  I 
have  been  informed  that  there  is  an  accumulation  of  some  $2,(M)(),- 
()(K),()0()  in  the  savings  departments  of  national  banks  which  were 
long-term  deposits,  which  are  now  being  used  for  speculative  com- 
mercial purposes. 

Do  you  approve  of  the  practice  of  using  long-term  deposits  for 
short-term  loans? 

Mr.  Mason.  May  I  ask  a  question  there  ? 

Mr.  Miller.  Certainly. 

Mr.  Mason.  When  you  say  "  long-term  deposits,*'  most  savings 
deposits  are  subject  of  from  10  to  30  days'  notice  of  withdrawal,  so 
that  I  do  not  look  upon  those  as  "  long-term  deposits."  Frankly,  I 
think  that  any  bank  that  is  doing  a  commercial  business  should 
always  keep  itself  in  liquid  shape.  I  think  the  funds  should  come 
from  other  sources — investing  companies,  like  the  great  life  insurance 
companies — the  mortgage  funds,  1  mean — ^but  the  commercial  bank ; 
it  would  not  appeal  to  me,  sir,  to  see  them  go  into  the  mortga<re 
business.  I  think  that  is  another  business,  and  I  think  there  are 
anmle  funds  elsewhere  to  handle  that. 

The  Chairman.  I  agree  with  that — ^that  the  commercial  banks, 
whose  funds  must  be  kept  available  for  taking  care  of  the  immediate 
requirements  of  depositors,  should  not  invest  their  deposits  in  long- 
term  investments ;  but  do  you  not  think  that  the  savings  banks  gen- 
erally, who  have  the  savings  of  the  people,  should  reserve  that  money 
for  long-term  loans  ? 

Mr.  SIason.  I  see  no  reason  why  it  should  not  go  into  that,  but 
it  would  not  appeal  to  me — a  suggestion  to  legislate  that  it  must  go 
into  that  or  that  it  must  not  go  into  something  else.  Each  com- 
munity, Senator — and  you  know  this  better  than  i  do,  perhaps — ^lias 
its  own  peculiarities  and  its  own  ideas  about  what  may  be  good  for 
it ;  and  what  may  be  very  fine  in  one  place  may  be  very  bad  in  an- 
other place;  and  I  rather  feel  that  the  business  common  sense  of  the 
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people  who  are  running  the  business  of  those  communities  is  better 
than  the  making  of  'restrictive  legislation. 

The  Chairman.  In  New  York  State  our  savings  banks  are  required 
to  loan  a  percentage  of  their  deposits  on  bond  and  mortgage — first 
mortgages  on  improved  real  estate.  It  is  the  practice  for  them  to  loan 
about  from  50  to  60  per  cent.  That  is  the  custom.  Now,  I  find  that 
is  not  tlie  custom  in  other  States. 

Mr.  Mason.  That  provision  is  in  the  new  law  that  was  passed,  I 
presume,  there  ? 

The  Chairman.  Yes. 

Mr.  Mason.  In  my  humble  opinion  New  York  has  the  best  banking 
State  law  that  1  know  of. 

The  Chairman.  It  seems  to  operate  very  well,  I  know  that  the 
life  insurance  companies — particularly  the  Metropolitan — and  the 
savings  banks  in  New  York  are  loaning  about  all  the  money  that  is 
going  out  on  bond  and  mortgage  to-day. 

Mr.  Mason.  Well,  our  savings  banks,  I  think — the  large  ones— we 
call  them  "societies/'  like  the  Philadelphia  Savings  Society,  are 
large  lenders  on  mortgage;  at  least  the  Philadelphia  Savings  Society 
is  a  very  large  lender  on  mortgage.  I  do  not  know  that  it  is  now, 
l)ecause  from  a  savings  fund^oint  of  view  the  Liberty  bonds  are  so 
attractive  and  so  secure  that  1  think  the  tendency  is  to  go  into  those. 

The  Chairman.  Yes;  and  that  i^  the  tendency  to-day  in  our 
savings  banks;  and  our  savings  banks  are  loaning  less  money  than 
forme  rlv. 

Mr.  ilASoN.  And,  in  addition  to  that,  of  course,  they  were  all 
liWral  subscribers  at  par,  when  the  loans  were  put  out,  and  now  the 
t<'mptation  is  to  average  your  bonds  down,  which  I  think  is  sound 
and  good  business. 

The  Chairman.  It  would  seem  justifiable  from  that  standpoint. 

Mr.  Miller.  If  the  national  banks  gradually  compete  with  the  sav- 
iri;^  banks,  and  increase  this  $2,000,000,000  worth  of  savings  which 
they  have  in  their  savings  departments,  and  they  are  enabled  to  use 
thai  money  for  commercial  loans,  the  natural  source  of  long-term 
money  will  be  dried  up  to  that  extent,  will  it  not  ( 

Mr.  Mason.  That  is  quite  true.  My  answer  to  that,  sir.  however, 
would  lie  that  I  have  never  been  a  believer  in  the  national  bank 
luring  a  savings-fund  department.  I  think  they  are  two  distinct 
functions.  Greater  students  than  I  think  otherwise,  and  probably 
I  Mm  wrong,  but  still  I  feel  that  way  yet. 

The  Chairman.  I  agree  with  you. 

Mr.  MrLL£R.  There  is  different  talent  and  different  organization 
renuired  to  handle  each  branch. 

Mr.  Mason.  Oh,  undoubtedly. 

The  Chairman.  Is  there  anything  further  that  you  think  of,  Mr. 
Ma5on«  that  might  enlighten  or  assist  the  committee  in  its  problems? 

Mr.  Mahon,  I  think  there  is  not,  Si»nator. 

The  Chairman.  Then,  we  are  much  obliged  to  you. 

Mr.  >Ia8on.  Thank  vou,  sir. 

The  Chairman,  Is  ilr.  Hecht  in  the  room  i 

(No  response.) 

The  Chaibmak.  Mr.  Mayhew. 
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STATEMENT  OF  MB.  W.  NELSON  MAYHEW,  VICE  CHAIRMAN, 
INDUSTRIAL  RELATIONS  COMMITTEE,  CHAMBER  OF  COM- 
MERCE, PHILADELPHIA,  PA. 

Mr.  Mayhew.  Mr.  Chairman,  I  am  connected  with  the  business  of 
the  Steward  &  Stevens  Iron  Works  and  the  Montgomery  Iron  & 
Steel  Co. ;  I  am  president  of  the  Iron  League ;  and  my  relationship 
to  this  matter  is  more  particularly  as  vice  chairman  of  the  industrial 
relations  committee  of  the  Chamber  of  Commerce  of  the  city  of 
Philadelphia. 

The  Chairman.  You  are  president  of  the  Iron  League? 

Mr.  Mayhew.  Yes. 

The  Chairman.  And  you  are  an  iron  and  steel  manufacturer? 

Mr.  Mayhew.  Yes. 

The  Chairman.  This  memorandum  that  I  have  suggests  that  you 
are  in  position  to  testify  with  regard  to  general  conditions  affecting 
the  iron  and  steel  industry  in  this  city. 

Mr.  Mayhew.  Yes;  and  probably  more  particularly  in  reference  to 
my  relationship  to  the  industrial  relations  committee  of  the  chamber 
of  commerce,  of  which  I  have  the  honor  to  be  the  vice  chairman. 

The  Chairman.  Yes. 

Mr.  Mayhew.  I  think  that  vou  and  the  mayor  summed  up  the 
situation,  as  far  as  the  steel  industry  is  concerned,  much  better  than 
I  could  do.  It  is  purely  a  question  oi  transportation.  We  can  not  get 
out  material  at  the  present  time ;  in  fact,  frequently  we  have  to  haul 
material  by  truck  from  the  various  mills.  That  answers  practically 
the  whole  situation,  so  far  as  that  is  concerned. 

The  Chairman.  And  that  not  only  causes  delay 

Mr.  Mayhew  (interposing).  But  increases  the  price. 

The  Chairman.  And  increases  the  price,  and  the  delay  itself  tends 
to  increase  the  price? 

Mr.  Mayhew.  Yes.  As  to  the  other  situation,  relative  to  the  cham- 
ber of  commerce,  we  have  a  little  bit  different  angle  than,  I  think,  has 
been  taken  by  any  of  the  various  witnesses  at  to-day's  meeting.  In 
other  words,  a  group  of  men  representing  various  industries  through- 
out the  city  viewed  with  alarm  the  apparent  tendency  of  financiers 
and  leaders  of  industries  to  pause  or  to  delay  in  the  construction  of  a 
factory  outside  of  Philadelphia. 

We  began  to  inquire  into  the  reason  for  that,  and  we  found  that 
the  general  timidity  was  perhaps  due,  first,  to  the  transportation 
features,  which  you  have  had  before  you,  which  is  a  national  phase; 
and,  secondly,  to  the  hyrh  cost,  which,  of  course,  was  working  around 
in  a  vicious  circle,  as  I  think  it  is  amply  called;  and  a  third  condi- 
tion, the  continuation  of  endlcvss  strikes  in  this  particular  territory; 
and  several  manufacturers  that  we  had  before  our  committee  seemed 
to  think  that  in  smaller  towns  outside  of  this  city  where  open-shop 
conditions  prevail,  that  they  would  prefer  to  locate  their  plants  at 
those  points.  So  this  group  went  into  the  question  of  the  open  shop, 
or  made  a  rather  exhaustive  study  of  the  conditions  as  we  saw  them 
in  this  particular  territory,  particularly  with  reference  to  the  open 
shop,  and  we  recommended  to  the  executive  committee  of  the  cham- 
ber of  commerce  that  a  committee  should  be  appointed  by  the  cham- 
ber of  commerce  to  look  into  the  entire  situation — the  entire  indus- 
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trial  situation — and  that  committee  has  been  formed.  It  is  com- 
[Kxsed  of  practically  the  major  interests  here  in  Philadelphia,  who 
are  laboring  not  for  any  selfish  or  any  particular  interest  but  for 
the  interest  of  the  public  at  large ;  and  we  have  compiled  a  program 
or  a  set  of  principles.  I  will  not  take  the  time  to  read  them,  but  I 
ran  tell  you  probably  one  or  two  points  about  them. 

P'irst,  we  are  not  in  existence  to  destroy  union  labor,  but  we  are 
fundamentally  believers  in  the  fact  that  any  monopoly,  whether  it 
is  of  capital  or  of  labor,  is  against  the  best  interests  of  the  public. 
In  other  words,  we  believe  that  this  committee  has  a  duty  to  per- 
form in  the  serving  of  the  public  of  Philadelphia.  We  believe  that 
the  city  of  Philadelphia  must  be  housed ;  it  must  be  clothed ;  it  can 
not  be  starved  or  it  can  not  be  frozen.  Now,  then,  if  in  the  fulfill- 
ment of  the  obligations  that  the  various  manufacturers  or  employers 
or  common  carriers  have  to  the  public  they  are  confronted  by  the 
arm  of  union  labor,  which  says  practically  or  reiterates  the  policy 
that  was  voiced  in  England  by  the  very  strong  unionists  there  be- 
fore the  war,  that  the  less  a  man  does  the  more  jobs  there  are  to  go 
around,  you  can  readily  see  the  fallacy  of  any  industrial  program. 

Now,  we  believe  unquestionably  in  the  past  there  have  been  many 
injustices  done  to  lalx)r  by  capital.  In  other  words,  in  the  past,  in 
many  in^iances•  labor  was  viewed  as  a  commodity,  as  part  of  a  ma- 
chine, and  not  viewed  as  a  human  being.  That,  we  believe,  is  wrong. 
Now,  the  pendulum,  as  a  result  of  that  particular  belief  of  the  past, 
has  swung  over  to  a  point  where  we  have  an  organization  monopoly 
demanding  all  sorts  of  things,  whether  right  or  wrong,  whether  for 
the  interests  of  the  public  or  not. 

An  example  that  was  brought  before  our  committee  hist  week  was 
tliut  down  at  Atlantic  City,  in  a  concrete  building.  Ordinarily,  they 
•uily  put  a  coat  of  white  plaster  over  a  concrete  building,  tn  this 
!«jutic*Mlar  case  they  recpiired  two  coats  of  white  plaster  to  be  ])ut 
«'\er,  apparently  in  order  to  make  more  work  for  that  particular  trade. 
Now.  then,  we  i)elieve  this,  that  the  open-shop  plan,  which  we  have 
ITi>nnrgated,  and  the  principles  that  we  have  outlined  here  are  in 
the  interests  of  the  pul>lic,  first,  and  are  in  the  interest  of  the  labor- 
iiijT  man  or  the  emplovee,  and  are  in  the  interests  of  the  emplover,  as 

Nfiw,  Vfui  may  say  that  that  is  impossible:  but  we  do  not  want  to  see 
tli»-  |H'n<iuluni  swung  back  to  where  it  was  at  the  time  when  labor  was 
rvrotrnizeil  as  a  commodity:  neither  do  we  believe  tliat  it  should  stay 
it  a  f)oint  where  the  cost  of  everything  is  purely  dominated  by  the 
v^il!inirn*'ss  of  labor  to  go  ahead  with  pro(lucti(m.  Tn  other  wonls, 
\]i¥  \'ivr  problem  that  we  are  facing  here  in  the  housing  situation — om 
•»f  llie  fnnclamental  causes — is  the  limiting  of  production.  It  is  per- 
ft*<  tlv  true  that  onlv  probablv  one  man  out  of  fortv  in  Phi]iHl('l|)liia 
^•-day  n»presfnt^  organized  labor,  but  that  one  man  in  forty  by  the  use 
♦»f  u  sympathetic  strike  can  caus4»  a  cessati<m  of  building  by  scaring, 
'npital  an<l  s<*aring  indu>try  from  actually  juitting  up  their  build- 
injrs. 

S)  XI t»  l)elieve  that  the  promulgation  of  those  principles  in  the  inter- 
M  of  the  public  ih  good,  an<l  we  lH»lieve  they  are  absolutely  fair,  and 
w»»  Mieve  by  encouraging  the  open-shop  ctmditions  in  Philadelphia 
Hilt  that  is  one  of  the  reniedies  toward  the  production  of  increased 


394  REC^ONSTRUCTION  AKD  PRODUCTION. 

housing  and  the  betterment  of  industrial  conditions  hei^e  in  Phila 
delphia. 

The  C  HAiRMAN.  Is  there  anything  further  that  you  care  to  say  to 
the  committee,  Mr.  Mayhew  ? 

Mr.  Mayhew.  No,  Penator;  I  think  that  is  all. 

The  Chairman.  We  thank  vou  very  much,  Mr.  ilavhew.  Now. 
Mr:  Molonv  has  asked  to  be  heard. 

ft/ 

STATEMENT  OF  MK.  JOSEPH  E,  MOLONY,  PEESIDElTr,  TENANTS' 

ASSOCIATION,  PHILADELPHIA. 

The  Chairman.  What  is  your  business,  Mr.  Molony  i 

Mr,  Molony.  Newspaper. 

The  Chairman.  Are  you  a  correspondent? 

Mr.  Molony.  No:  I  am  a  reporter.  I  do  what  they  call  the  city 
hall.  I  am  not  speaking  in  the  capacity  of  a  newspaper  man  now. 
but  I  am  speaking  in  the  capacity  of  president  of  the  tenants'  asso- 
ciation, comprising,  we  will  say,  or  taking  in,  20,000  people  in  one 
section  alone  of  West  Philadelphia. 

Now,  this  tenants'  association  was  formed  last  vear  by  the  ten- 

•  •  • 

ants  to  protect  themselves  from  the  speculators  who  were  operating 
at  that  time  and  who  are  still  operating.  The  tenants  for  the  past 
year  or  year  and  a  half  have  had  their  rent  increased  ri^ht  along. 
They  witness  their  houses  change  hands  possibly  seven  or  eight  times 
within  a  year.  Philadelphia  has  been  cursed  during  the  past  year 
with  a  little  group  of  speculators,  who  have  been  responsible  for 
the  jacking  up  of  rents  and  the  increasing  of  the  cost  of  houses.  In 
the  main,  the  reputable  real  estate  dealer  has  not  been  to  blame.  We 
have  no  quarrel  with  the  reputable  real  estate  man.  Our  only  quarrel 
is  with  the  speculator,  who  has  caused  this  condition  to  arise.  The 
public  is  under  the  impression  that  rents  have  been  increased  just 
about  as  far  as  they  can  possibly  go.  In  a  careful  survey  made  by 
one  association  among  4,000  families  of  the  rent  increase  within  I'J 
months  it  was  found  that  there  was  70  per  cent  increase  among  60 
per  cent  of  the  association. 

The  Chairman.  That  is,  60  per  cent  of  the  membership  had  their 
rent  increased  70  per  cent? 

Mr.  Molony.  That  is  the  idea.  Senator ;  and  the  others  went  down 
as  far  as  50  per  cent,  but  very  few  fell  below  50  per  cent.  The  ordi- 
nary two-story  house  in  Philadelphia  in  prewar  times,  the  average 
rental  was  possibly  $20  or  $22  a  month.  That  has  now  gone  up  to 
about  $45 ;  and  the  increases  of  houses,  we  will  say,  in  West  Phila- 
delphia alone  has  been  from  75  per  cent  to  100  per  cent. 

Now,  there  are  other  speakers  here  who  have  said  that  the  people 
should  be  educated  to  pay  increased  rents  before  there  is  any  further 
building,  or  before  any  will  be  attempted.  Take,  for  instance,  this 
statement  issued  from  Washington  this  morning,  that  the  wholesale 
prices  during  the  month  of  June  on  commodities  have  dropped  2i 
per  cent — that  is,  that  the  general  cost  of  living  has  dropped  2|  per 
cent.  Now,  the  tenants  can  not  see  why,  therefore,  the  cost  of  hous- 
ing should  be  increased.  It  is  true  that  housing  is  the  last  commodity 
to  go  up  and  the  last  to  come  down.  That  is  true,  but  you  can  not 
drive  that  home  into  the  head  of  the  average  tenant.  He  can  not 
see  it. 
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( )ne  of  the  gentlemen  here  has  been  speaking  of  taking  a  dollar  a 
hundred  and  basing  the  rent  upon  that,  for  instance,  a  house 
usMvssed  at  $.3,5(K)  should  be  rented  at  $35  a  month.  That  may  be 
so.  but  the  builder  or  the  man  who  rents  it  should  be  ^^uaranteed  a 
fair  return  on  his  investment,  which  the  Tenants'  Association  always 
Mvs  to  and  tries  to  base  their  calculations  on  that  idea ;  but,  as  I  say, 
xhk*  s})eculatoi's  have  made  it  awfully  hard  for  the  reputable  real 
estate  men  to  do  business,  and  have  caused  this  great  anta;xonism  of 
tin*  tenants  towanl  the  real  estate  man;  and  that  is  the  problem  in 
Philadelphia  to-day. 

Only  the  other  day  a  builder  placed  in  our  hands  100  new  houses 
for  rent,  and  he  said,  "'It  is  my  desire  to  help  out  in  these  critical 
nisii's  by  placing  at  the  disposal  of  your  association  those  houses, 
y^UivU  have  never  been  occupied,  for  rent  from  $*J8  to  $35  a  mcmtlu 
vMth  vearlv  lea>cs,  and  I  want  tr)  do  my  little  bit,  and  therefore  I 
\»ill  let  vour  members,  100  of  them,  <ro  into  these  houses  f(^r  a  year — 

'.  -e  who  are  opj.ressed  or  who  are  about  to  be  evicted  by  (lie  sheriil'.'' 
^  o\v.  it  seeIu^  to  me  that  a  spirit  of  fair  play  should  be  more  in  evi- 
•N-n<e  between  the  tenant  and  the  landlord  to-(ltiy,  and  it    eenis  t^)  me 

It'  landlord  should  be  content  with  taking  ji  profit  which  is  not  in 

•  \  j's-  of,  ^\e  will  siiy,  h  per  cent:  if  he  is  gnaranteed  H  per  cent  on 
'•:^  inve*>tment  we  consider  that  a  fair  return  cm  his  investment,  after 
tiiM  various  items  of  fire  insurance,  taxes,  assessments,  etc.,  have  been 

'  :iid  out. 

V»»w,  that  i^  all  1  Iisue  to  s:iv.  or  rather.  I  have  (me  more  thinir  to 

•     •         • 

iv.  itUil  that  is  thi- — that  tin*  situation  this  fall  will  become  verv 
'•'•i(ai.     Pe<)ple  are  l^einir  evicted  daily,  their  rents  are  ))eing  in- 

•  -»•'.  i»iid  jliev  f f' *1  rli-it  tln'v  .•-lioiiM  n»  i-t  tiiese  ino-*  j.^  ;'s,  Vn- 
•    Ti'fiutelv  we  have  had  no  leirislation  here  in  Penn^vlviuia  snch  as 

'     "  !^e  in  New  York 

'lie  Chairman  (interpcjsing).  We  have  a  law  in  New  York  pro- 
ting  iiicre:isin<r  the  rent  more  than  'J5  per  ci'nt  in  any  one  y(Mr. 
Mr.  Mnu.xv.   1    know  vou  have.     Our  legislature  d(»es  not  st:!st 
I  •r-iniiarv  1.  but  we  a'V  now  workin^r  on  letrislation  to  !)<»  intro- 
•d      :   the  i'<'^t   -e-si(»!i.     Of  course,  we  luive  n(>t  been  an  :ieiive 
! '.T' i-l'ifi--.   ]*  s:  il»l\\   ;is   SDiue   (*t!icr   orL^aiii/rtitui^   1m ve, 

•  '\*'  i'\ ;  K*.'i  t  »  lia  \  o  l»v  »I«ijn:M*v  1.  am  how. 

I  •  « 

(  HViJ.MAN.   Mr     Mviloiiy,    I    eni    r.n<ler- tj.nd    iiow    j>;'t)j)le   oi* 

'      l"!'*{*'  m*'an>  f^el  al'oiit  tin*  -situation  that  vou  ponrav.     Hei'e  is 

!'iin;r  that  wa^  ( <ni>!'urt«M|  in  p'ewar  tinie-^.  when  t'iin;/s  weie 

I  .  }  »  Hply.     The  tenant  aiLri:".  that  tlie  owner  di<l  not  havi*  to  pay 

•.r«*-ent    liig'i   ]jil»i»^  :mi(I   that   he  has  been   liviiij/  in   that    ]i<)M>e 

r  th»*  "hi  ron«'ii:«>n^  ai  a  r.iital  that  alFordetl  a  suitable  i-eturn  to 

'••i*:.  an«:  t!i  n  Oie  h'>hM'   is  sold  aiul   jacked  up  1^5  \,rr  cent; 

f  .>  ^.id  ajiain  and  j.K'ktvl  up  li5  per  cent  more,  with  tlu*  same 

lit  hv  ing  in  tlie  same  hou-e. 

"r    .\loii»M.    Kxaetly.  , 

•  •*  (  II  \ii(M  \N.   Ami  Ih*  can  not  see  why  that  is. 
t'\  M  'ijiNv.  Xo:  he  ran  not. 

* '.*•   ('n\ii:>ivN.  The  diili'ultv.  of  course,  with   that   situation   is 
'    ' — ;*ri'i   I  sympathize  with  the  tenant  a  great  deal,  because  while 

*  *  true  tlirtt  u  great  many  nien  have  had  their  pay  inc?<'ased  in 
K^-jiinjr  with  the  increased  cost  <if  living,  a  great  many  have  not  ha<l 
'     «-  pav  increased 

Mr.  >foiji»NY  (interjHKsingK  And  tluit  latter  diss  is  in  the  nnijority. 
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The  Chairman.  Are  they  ?  I  did  not  think  they  were.  I  tliought 
they  were  in  the  minority;  but  whether  tliey  are  in  the  minority  or 
in  the  majority,  nevertheless  they  exist. 

Mr.  MoLONY.  I  think  that  now  you  speak  of  the  middle  class. 

The  Chairman.  Yes. 

Mr.  MoLONY.  Which  some  w^riters  facetiously  term  the  "white- 
collar  class  "  ? 

The  Chairman.  Yes. 

Mr.  MoLONY.  Meaning  the  clerks  and  those  whose  pay  has  not  in- 
creased the  same  as  the  pay  of  the  laboring  man  ? 

The  Chairman.  The  salaried  man,  so  called  ? 

Mr.  MoLONY.  Yes :  they  have  been  the  hardest  hit. 

The  Chairman.  On  the  other  hand,  the  situation  is  difficult  for 
the  builder,  because  unless  he  can  raise  the  rents  of  all  the  houses  that 
already  exist  up  to  the  level  of  the  new  rents  he  can  not  get  the  price 
for  new  houses  that  will  warrant  him  in  building  them. 

Mr.  MoLONY.  Well,  that  is  true.  In  Philadelphia  we  have  350,000 
homes,  and  it  was  estimated  in  1915  that  100,000  of  those  were  owned 
and  250,000  were  rented. 

The  Chairman.  I  was  under  the  impression  it  was  the  other  way. 

Mr.  MoLONY.  No ;  it  is  not.  We  will  estimate  now  on  175,000  being 
rented.     It  has  gone  the  other  way. 

The  Chairman.  People  have  been  buying  their  homes? 

Mr.  MoLONY.  People  have  been  forced  to  buy  homes. 

The  Chairman.  At  any  price? 

Mr.  MoLONY.  At  any  price.  They  have  been  told,  "  You  can  not 
rent  this  house  any  longer.  This  house  is  for  sale;  unless  you  buy  it. 
you  must  get  out  and  seek  other  quarters."  That  has  been  the  really 
unfortunate  part  of  the  whole  thing,  and  it  is  up,  I  think,  to  the  com- 
munity to  try  and  suppress  and  allay  the  present  unrest. 

The" Chairman.  Yes;  it  is  verv  serious. 

Mr.  MoLONY.  And  if  any  further  attempt  is  made  to  increase  the 
price  of  rents  it  is  going  to  have  a  most  serious  effect,  because  the 
people  believe  now  that  the  speculation  has  reached  its  height  an<l 
that  they  are  now  at  a  point  w^here  it  will  begin  to  recede.  Many 
tenants  have  money  to  buy  their  oWn  homes  now — lots  and  lots  of 
them — but  thev  sav,  "  No ;  we  will  not  buv  now  at  what  we  think 
are  inflated  values;  we  will  wait  until  the  bubble  bursts  and  prices 
come  down  and  then  we  will  buy."  That  is  the  attitude  of  the  public 
to-day. 

The  Chatrmax.  I  know  it,  and  that  very  attitude  is  stopping  tlu' 
building  of  houses. 

Mr.  MoLoNY.  That  is  true. 

The  CnATR:\iAN.  Because  that  is  reflected  in  the  minds  of  the  men 
who  l)uild — these  operative  builders,  like  these  gentlemen  who  have 
testified  here  this  morning — and  they  say  to  themselves,  "We  had 
better  wait  until  it  bursts  before  we  build,"  and  it  goes  around  in  a 
circle,  as  some  one  suggested  a  moment  ago. 

Mr.  ifoLONY.  Yes,  sir. 

The  Chairman.  Is  there  anything  further  that  you  care  to  say  to 
the  committee,  Mr.  Molony? 

Mr.  MoLONY.  No ;  I  think  not,  Senator.  I  think  that  covers  all  I 
care  to  sav. 
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The  Chairman.  We  thank  you,  Mr.  Molony. 

Mr.  Molony.  Thank  you,  Senator,  for  your  courtesy. 

The  Chairman.  Is  Mr.  Lloyd  in  the  room? 

STATEMENT  OF  MB.  JOHN  E.  LLOYD,  COMMEBCIAL  TEUST  BUILD- 
ING, PHILADELPHIA,  PA. 

The  Chairman.  You  are  in  the  retail  lumber  business,  Mr.  Lloytl  ? 

Mr.  Lloyd.  Retail  and  wholesale  both. 

The  Chairman.  And  your  office  is  in  the  Commercial  Trust  Build- 
ing, Philadelphia  ? 

^Ir.  Lix)YD.  Eight. 

The  Chairman.  You  say  you  are  engaged  in  the  wholesale  and 
retail  himl^er  business? 

Mr.  Lloyd.  Yes,  sir;  and  we  also  do  some  manufacturing.  Sen- 
ator, 1  think  I  can  give  you  three  principal  reasons  for  the  general 
situation. 

The  fii*st  is  transportation,  I  think,  which  has  been  pretty  fully 
<<>vered.  I  think  the  remedy  is  at  hand  with  the  increase  in  freight 
nitojs.  So  far  as  the  supposed  scarcity  of  lumber  is  concerned,  it  is 
purely  and  simply  a  lack  of  transportation.  The  mills  throughout 
the  South — the  majority  of  them — have  had  to  close  down  altogether 
tir  to  work  part  time  because  they  could  not  get  cars  in  which  to  ship 
the  luni)>er. 

The  next  difficulty,  as  I  see  it,  is  the  labor  situation — that  is,  the 
irres|K>nsible  labor.  I  would  suggest  some  remedy  for  that  which  I 
suppose  is  very  drastic.  It  seems  to  me  that  if  labor  expects  em- 
plt»yers  to  deal  with  them  on  an  equal  basis,  as  they  do  to-(hiy,  then 
the  employee  should  be  equally  responsible  with  the  employer.  The 
oiily  way  I  know  of  that  that  can  be  brought  about  is  to  see  that  the 
lal>«>r  unions  are  incorporated  and  made  ecpially  res|)onsible  under 
fhe  law  with  the  others  with  whom  they  deal.  Another  thing,  it 
•^•♦*ms  to  me  that  where  a  laborer  tries  to  enforce  the  closed  shop  tluit 
thrre  is  just  as  much  monopoly  as  any  corporation  has  ever  lK»en.  and 
that  they  on  that  basis  shoulcl  also  be  subject  to  the  Clayton  and  tlie 
aMitrust  laws.  I  think  if  labor  felt  more  the  responsibility  of  thoir 
.»'  ts  we  would  have  more  efficiency  in  labor,  and  1  think  that  is  one 
o^  the  great  drawbacks,  that  people  are  afraid  to  start  new  construe- 
i.<»n.  not  knowing  how  many  strikes  they  are  going  to  have  and  how 
1  >nir  it  is  going  to  Im*  delayed:  and  I  think  another  verv  import :int 
tl  ing  i.H  taxation,  which  you  have  fully  covered:  and  I  tliink  the  (irst 
t  tiiiirthat  Congress  should  do  is  to  revise  the  present  metlKxl  of  taxa- 
•i^n,  with  spe<'ial  reference  to  excess  profits 

The  Chairman.  That  is  your  story,  Mr.  Lloyd? 

Mr.  LiiOYD.  Yes ;  that  is  my  remedy. 

Tlie  Chairman.  You  are  not  a  luml)er  manufacturer,  are  you? 

Mr.  Lu>ru.  Yes,  sir:  we  have  interests  in  mills  in  the  South. 

The  Chairman.  ^\Tiat  are  prices  to-day  for  yellow  pine  compared 
t"  wh3t  thev  were  a  year  ago? 

Mr.  Lloto.  Anywiiere  from  75  to  100  per  cent  more,  Xot  a  year 
i^''»,  hut  in  the  prewar  period. 

The  Chairman.  How  are  prices  to-day  at  the  mills  as  eoinpared 
f«'  what  they  were  six  months  ago? 


398  RECOXSTRUC'TIOX   AND  PRODUCTION. 

• 

Mr.  Llotd.  I  should  say  they  are  practically  the  same. 

The  Chairman.  Well,  compare  them  with  three  months  ago. 

Mr.  Lloyd.  Three  months  ago— there  was  a  recession  in  price  about 
two  months  ago,  and  prices  are  coming  back  now  on  account  of  the 
transportation  facilities  being  about  as  t)ad  as  they  were  at  that  time. 

The  Chairman.  S^me  wholesale  lumbermen  told  this  committee 
about  a  month  ago — maybe  six  weeks  ago — ^that  the  prices  at  the 
mills  were  about  35  per  cent  less  than  they  had  been. 

Mr.  Lloyd.  I  think  that  is  true  on  the  Pacific  coast,  but  that  does 
not  apply  to  all  the  lumber  in  the  southern  distric^t. 

The  C  iiAiRMAN.  These  gentlemen  represented  southern  lumber 
mills. 

Mr.  Lloyd.  I  do  not  think  there  has  been  a  reduction  of  35  per 
cent,  except  on  certain  items. 

The  Chairman.  I  asked  them  if  that  had  been  reflected  in  the 
market  here  in  the  North,  and  they  said,  "  No ;  not  yet." 

Mr.  Lloyd.  Naturally  not,  because  any  lumber  that  a  retailer  would 
have  in  his  yard  would  be  high-priced  lumber,  and  he  could  not  afford 
to  reduce  it'until  he  got  some  low-priced  lumber  in  his  yard. 

The  (Chairman.  T  bought  some  lumber  last  March,  and  T  guess  T 
got  it  at  the  |x»nk.  I  have  been  buying  some  smaller  quantities — 1\ 
thousand  feet  or  so.  recently,  and  I  bought  it  for  a  little  less  than 
Inst  sprinir.  1<^  pi'V  Vi-nt  less  than  what  I  paid  for  it  in  March.  You 
sav  there  is  n  disjUisitifm  to  iro  back  to  tho  prices  of  Insf  winter  1h>- 
canse  of  a  lack  of  transportation? 

Mr.  Lloyd.  Yes. 

The  Chatkman.  While  the  mills  have  shut  down  in  the  South— a 
grent  many  of  them — because  they  can  not  get  their  product  to 
market,  and,  therefore,  the  prices  here  will  stiffen  up  again  if 

Mr.  Lloyd.  Yes. 

The  CiiATR^iAX.  Is  there  an  arrangement  between  the  millmen  in 
th(»  South  to  fix  the  price? 

Mr.  Lloyd.  Not  that  T  ev^r  heard  of. 

Tlip  CifAiiniAN.  You  are  in  no  combination  with  any  other  mill 
int«'rests? 

Mr.  TiLOYD.  No.  sir. 

The  Chatrmax.  Ts  there  a  combination  of  lumbermen  here  in 
Philadel])]iia? 

Mr.  Lloyd.  No,  sir. 

The  Ct!  mum  ^x.  And  you  wish  to  go  on  record  as  snying  that  th?*re 
is  no  nirtinirenrent  here  or  no  understnndinir  here  an)onir  the  men 
purchasing  lum))er  from  the  mills  that  compels  them  to  quote  the 
same  ])ri»'e^ 

Mr.  Lloyd.   Absolutely :  and  there  never  has  l)eeTi.  to  my  kn<»wle'bi-e 

The  Chatrmax.  T  am  very  glad  that  Philadelphia  is  so  free  fi'om 
that  kind  of  thing. 

Mr.  Lloyd.  In  fact,  T  will  go  further  than  that  and  say  that  1  <lo 
not  know  of  any  such  arrangement  in  any  city  that  T  ever  heard  of. 

The  Chairman.  Is  there  plenty  of  lumber  in  the  market  here  now  ^ 

Mr.  Li/)YD.  Yes.  sir;  I  should  say  there  was  an  ample  supply  of 
lumber  here  in  Philadelphia.  Of  course,  if  there  were  any  housing  ti> 
do,  or  any  started,  there  would  *be  a  scarcity  of  lumber  unless  we 
could  get  better  transportation  facilities. 
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Mr.  Miller.  Was  I  correctly  informed  when  I  was  advised  that  the 
lumber  people  have  to  pay  a  demurrage  charge  of  $10  a  day  on  cars  ? 

Mr.  Llotd.  $10  a  dav  after  the  48-nour  period. 

Mr.  Miller.  Does  that  same  rule  apply  to  people  who  transport 
coal? 

Mr.  Llotd.  I  think  there  is  a  charge  per  day  on  coal  also — ^just  a 
new  rule  which  has  gone  into  effect. 

Mr.  Miller.  But  this  rule  on  lumber  has  been  in  effect  for  a  year 
or  two,  has  it  not? 

Mr.  Llotd.  I  think  it  has  been  in  effect  for  about  a  year — since 
last  fall. 

Mr.  Miller.  And  if  it  is  in  effect  on  coal,  it  is  only  recently  that  it 
has  been  in  effect? 

Mr.  Llotd.  Yes ;  only  recently,  if  at  all. 

Mr.  Miller.  Do  you  understand  why  lumber  was  first  charged  with 
that? 

Mr.  LLOTDb  To  eliminate  the  speculation  in  transit  cars.  In  other 
words,  cars  were  shipped  just  like  they  claim  that  coal  is  to-day,  to 
reconsignment  points  and  held  there  to  get  an  increase  in  price ;  and 
that  was  the  reason,  I  understand,  that  the  commission  put  on  their 
special  demurrage  charge  of  $10  a  day,  which  is  thoroughly  approved 
of  bv  me. 

Mr.  Miller.  Was  that  put  on  by  the  commission  as  a  permissive  or 
a  mandatory  rule? 

Mr.  Llotd.  It  was  a  mandatory  rule,  as  I  recall. 

Mr.  Miliar.  We  were  advised  that  that  same  rule  as  applied  to  coal 
was  simply  permissive. 

The  Chairman.  That  is,  that  the  railroad  companies  were  to  be 
allowed  to  apply  it  if  they  wanted  to  ?     '  » 

Mr.  Johnson.  But  they  invariably  put  it  in  their  tariffs  when  they 
reissue  their  tariffs. 

The  Chairman.  It  that  all,  Mr.  Lloyd? 

ifr.  Llotd.  Yes,  Senator. 

Mr.  Miller.  I  should  like  to  put  this  into  the  record  immediately 
following  the  last  testimony — ^that  of  Mr.  Lloyd. 

(The  paper  referred  to  by  Mr.  Miller  is  here  printed  in  full,  as 
follows:) 

t*IIILADELPHIA   WHOLESALE  LUMHEK  DeALEBS*   ASSOCIATION, 

August  18,  1920. 

Tlil.M  fls<iN|utioii  views  with  alarm  the  tremendous  shortage  of  dwelling 
hoiiH*^  thr<»u;:hour  tlie  t'liited  States,  amounting  at  present  to  a  shortage  of 
«•  'T  l,<iK>.uiO  houses.  The  shortage  In  Philadelphia  alone  is  over  40,000  houses. 
F'irfhemiore  the  shortage *i8  increasing. 

Ttif  i>n-s4Mit  p<jilcy  of  the  Federal  Reserve  Board  In  curtailing  cretlits  has 
*^f'ouj»Jy  hnmiM>nMi  house  construction,  and  no  new  house-bulldlng  projects 
♦•  tt  p«is>ihly  go  forward  under  present  ftnnnclal  conditions.  Hence  the  volume 
of  iifttii^  ronstniction  this  year  will  he  so  snuill  as  to  alTord  no  relief  whatever. 

\*Ptr,  hf  it  rtnftivvjU  That  this  a.<»soclatlon  call  the  attention  of  the  Federal 
Ui'^Txe  ISonrd  to  the  scrlousnesH  of  this  situation,  and  request  that  they 
I*'  '.'>  til)  iiieniber  hanks  to  give  preference  to  loans  the  proceeds  of  which  are 
••■  ••*»  uwhI  for  the  construction  of  dwelling  houses ;  and  he  It  further 

kemolrr^t.  That  copies  of  tills  motion  he  forwarded  to  all  associations  of 
l';n)U-r  deiilt-m  ami  lumber  mannfacturers  and  to  asstH-iations  of  house  builders, 
V  M.  the  n^uettt  that  they  take  similar  action. 

Thos.  B.  Hai'meb,  Chairman. 

The  CiiAiBMAN.  Is  Mr.  Perrot  in  the  room  ? 

391.V-21— VOL  1 
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STATEMENT  OF  HE.  EMILE  0.  PEEEOT,  AECHITECT,  PHILADEIr 

PHIA,  PA. 

The  Chairman.  Mr.  Perrot,  vou  are  an  architect! 

Mr.  Perrot.  Yes,  sir. 

The  Chairman.  What  particular  line  of  building  work  do  you  do, 
Mr.  Perrot  ? 

Mr.  Perrot.  Our  principal  work  has  been  for  the  last  25  years  or 
more  industrial  plants  and  industrial  housing  connected  with  indus- 
trial plants. 

The  Chairman.  Has  there  been  very  much  of  that  sort  of  housing 
in  Philadelphia  and  hereabouts? 

Mr.  Perrot.  Just  now  there  is  not,  around  Philadelphia  in  the 
immediate  vicinity,  being  built  by  industrial  concerns.  They  have 
been  contemplating  som«  along  the  Delaware  River  in  the  vicinity  of 
Chester,  but  on  ac^unt  of  high  prices  it  has  been  postponed.  Also 
the  fact  that  the  United  States  Shipping  Board  has  built  a  great 
many  houses  in  the  vicinity  of  the  shipyards,  which  eventually  will 
be  for  sale,  on  the  market,  it  was  thought  better  to  wait  to  see"  what 
the  Shipping  Board  was  going  to  do  with  those  houses  before  the 
industries  would  invest  in  houses  of  their  own,  thinking  perhaps  they 
could  buy  these  houses  directly  from  the  Government. 

The  Chairman.  You  have  been  in  business  a  long  time  in  the  city 
of  Philadelphia,  have  you  ? 

Mr.  Perrot.  Twenty-five  years. 

The  Chairman.  Have  you  any  suggestion  to  make  in  this  situa- 
tion which  you  think  would  be  helpful  to  the  committee? 

Mr.  Perrot.  Well,  I  have  been  a  designer  for  the  last  30  vears,  and 
one  of  mysuggestions  that  I  would  offer  for  a  solution  of  the  present 
situation  is  a  more  economical  method  of  construction.  For  instance, 
we  have  in  this  countiy,  especially  in  the  larger  cities,  antiquated 
building  laws  which  were  formulated  maybe  25  or  50  years  ago,  when 
materials  were  very  little  understood,  and  the  rule  of  thumb  was 
applied.  To-day,  with  the  knowledge  that  we  have  of  the  science  of 
construction,  we  are  not  permitted,  as  engineers  and  architects,  to  use 
our  knowledge,  but  we  have  to  follow  the  antiquated  building  laws  as 
they  ha^e  existed  for  many  years.  That  condition  was  so  oppressive 
here  during  the  war  that  the  operative  builders  got  the  last  legisla- 
ture at  Harrisburg  to  amend  the  State  law  which  applied  to  the  cities 
of  the  first  class  so  that  they  could  build  houses  with  9-inch  party 
^alls  up  to  a  distance  of  20  feet. 

The  Chairman.  You  can  build  walls  of  that  character  40  feet  high 
in  New  York. 

Mr.  Perrot.  Oh,  no.  A  span  20  feet  apart,  instead  of  16,  which 
was  the  rule  heretofore.  Also,  the  size  ot  the  timbers  or  joists  wa^ 
limited  by  law.  You  could  not  put  a  joist  in  a  building  under  3 
inches  thick,  even  though  the  calculation  showed  it  only  had  to  be 
2  inches.  The  same  thing  applied  to  foundations.  Now,*  the  modern 
method  of  putting  up  a  building,  as  we  all  know,  is  to  build  a  cage,  in 
the  case  of  an  industrial  building,  or  a  skyscraper,  and  simply  use 
curtain  walls.  If  we  are  to  apply  the  same  principle  to  hous^,  we 
could  build  our  houses  with  about  one-third  the  material  in  the  walls 
which  we  now  use,  if  we  used  cement  or  concrete.   In  other  words,  vou 
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woulil  cut  down  the  transportation  of  stone,  cement,  and  sand  two- 
ihinls  by  adopting  modern  methods  of  construction. 

The  Chairman.  Just  how  would  you  do  that?  Suppose  you  have 
a  two-story  brick  house? 

Mr.  Perrot.  Do  not  build  it  of  brick ;  change  the  material  and  use 
scientific  methods  of  construction.  Take  a  6-inch  monolithic  wall, 
that  same  wall  can  be  built  with  a  concrete  frame  and  thin  slabs  on 
an  average  thickness  of  2  inches  all  around,  saving  4  inches  of  ma- 
terial and  giving  the  same  results  in  strength  and  stability. 

The  Chairman.  In  other  words,  what  is  ordinarily  your  9-inch 
party  wall  now 

Mr.  Perrot  (interposing).  \/ould  only  be  the  equivalent  of  a  6- 
inch  wall — hollow  wall.  In  other  words,  we  are  not  permitted,  under 
thi»  laws,  to  use  our  ingenuity  to  design  economically,  and  if  we  do 
not  follow  the  law,  we  can  not  build. 

The  Chairman.  I  know  just  what  you  mean,  and  T  know,  how  ab- 
^iinl  it  ifj. 

Mr,  Perrot.  We  have  a  law  in  Philadelphia  which,  T  think,  was 
['ass4»(l  in  1854.  It  is  our  famous  party-wall  law,  which  has  caused 
niore  law  suits  and  more  trouble  to  house  owners  and  architects  and 
I'MJlclers  than  any  other  law  we  have. 

The  Chairman.  Is  your  building  law  here  a  State  law? 

Mr.  Perrot.  Yes;  a  State  law  applying  to  cities  of  the  first  class 

The  Chairman.  Wliy  do  not  you  get  together  and  have  your 
l^L'i^lature  pass  an  act  permitting  your  board  of  aldermen  m*  council 
t<»  make  a  local  ordinance 

Mr.  PERRcrr.  That  is  what  we  want  to  get. 

The  Chairman.  And  whv  do  you  not  also  give  your  building  in- 
-jHvtor  the  power  to  modify  the  conditions  of  the  ordinance,  with 
ih«*  approval  of  the  director  of  public  safety  or  the  mayor? 

Mr.  Perrot.  Yes;  we  should  have  a  commission  to  pass  on  it. 

The  Chairman.  And  then  have  a  board  of  appeals,  as  we  have  in 
Nfw  York. 

Mr.  Pr.RROT.  Yes;  our  law  in  Pennsvlvania  is  antiquated,  and  wo 
IT*-  livinir  under  that  antiquated  law.  F'or  instance,  we  can  not  build 
.1  4one  wall  for  a  house  at  less  than  16  inches  thick.  Just  imagine 
t'lit,  when  you  can  build  an  ft  or  10  inch  wall,  which  is  just  as  strong 
*  fit  ?tron{rer  than  the  old-fashioned  rubble  masonry.  Xow,  in 
•  r.W  to  rompl V  with  that,  we  have  to  put  in  a  wall  the  same  thickness 
••f » rmrrote.  You  can  not  cut  the  cost  of  building  down  under  those 
''rnlition.*i. 

The  Chairman.  Tlien,  it  is  the  business  of  the  architects  and  engi- 
T.vr^  of  this  city  to  get  together  and  secure  a  modification  of  your 
■".  Mimr  laws. 

Mr.  Perrot.  Yes:  that  is  the  first  thins:  we  should  do. 

The  Chairman.  Making  it  a  local  ordinance. 

Mr.  Perrot.  Yes. 

The  Chairman.  With  the  riirht  of  anneal  to  some  board  that  will 
\.»v#i  the  power  to  permit  modifications. 

Mr.  Perrot.  Yes;  I  agree  with  that. 
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The  Chairman.  And  I  agree  fully  with  you  that  we  have  got  to 
have  modern  methods  and  take  advantage  of  the  skill  of  the  engineer. 

Mr.  Perrot.  And  use  labor-saving  devices  to  buUd  your  buildings. 

The  Chairman.  To  cut  down  the  costs. 

Mr.  Perrot.  Yes. 

The  Chairman.  We  have  been  studying  those  things  out  in  big 
construction. 

Mr.  Perrot.  But  we  have  forgotten  the  house. 

The  Chairman.  Yes.  Men  who  build  big  skyscrapers  apply  better 
business  ideas  to  their  plans;  but  when  it  comes  to  a  little  house  it  is 
necessary  to  h>ok  after  them.  If  the  builder  of  the  small  house  would 
go  to  the  engineer  and  work  out  labor-saving  methods  and  could  then 
go  to  the  building  bureau  or  the  building  inspector's  office  and  have 
those  methods  approved,  he  could  save  a  lot. 

Mr.  Perrot.  As  a  matter  of  fact,  we  were  the  architects  for  the 
United  States  Shipping  Board  in  the  housing  development  at  the 
Union  Park  (iardens  at  Wilmington,  Del.  When  the  coal  situation 
became  acute  so  that  it  was  difficult  to  get  brick,  I  suggested  to  the 
Shipping  Board  a  modification  of  the  plan  of  the  house  or  design  of 
the  walls  of  the  house,  to  use  concrete,  frame,  and  stucco,  and  their 
engineer's  figure  they  would  have  saved  on  the  200  houses  to  be  built 
about  $30,000  on  that  one  item  alone. 

The  Chairman.  There  is  not  very  much  building  going  on  now.  is 
there  ? 

Mr.  Perrot.  No  ;  not  very  much. 

The  Chairman.  To  what  do  you  attribute  that? 

Mr.  Perrot.  Well,  I  think  it  has  all  been  stated  here  by  the  other 
witnesses.  I  have  nothing  to  add  on  that.  One  other  question,  I 
think,  is  very  pertinent  to  this  whole  subject,  and  that  is  the  question 
of  the  centralization  of  houses.  In  other  words,  I  believe  in  building 
in  the  suburbs  of  cities,  and  that  brings  us  back  to  transportation, 
in  other  words,  we  should  have  quick  and  economical  transportation 
to  our  suburban  districts  so  as  to  permit  the  development  of  those  sec- 
tions; and  the  public  utilities  should  be  extended  to  those  sections: 
and  that  involves  another  phase  of  housing  which  has  not  been 
touched  on,  as  far  as  I  know — ^that  the  cost  of  the  house  is  only  one 
element  in  this  whole  thing.  The  cost  of  your  public  utilities  is  a 
very  big  item,  especially  if  you  stretch  out  in  a  large  area.  Your 
sewers  and  water  and  gas  and  street  paving  have  to  be  considered, 
and  I  believe  back  of  this  whole  thing  is  good  city  planning  and 
proper  land  subdivision  of  lots. 

The  Chairman.  Tliere  is  no  doubt  about  that. 

Mr.  Perrot.  You  ran  not  single  out  any  one  thing  as  responsible 
for  the  general  situation.  It  is  a  combination  of  conditions  which 
will  have  to  be  remedied. 

The  Chairman.  Yes;  I  agree  with  you.  Is  there  anything  further 
that  you  would  care  to  say  to  the  committee,  Mr.  Perrot?  . 

Mr.  Perrot.  No,  Senator.    I  thank  you. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Perrot. 
Now,  is  Mr.  Buchholz  in  the  room? 
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STATEMENT  OF  HE.  ABTHTTB  E.  BUCHHOLZ,  SUPEEYISING  IN- 
SPECTOR OF  HOUSING  OF  THE  CITY  OF  PHILADLFHIA,  PA. 

The  Chairman.  Mr.  Buchholz,  are  you  under  the  jurisdiction  of 
the  building  inspector's  office  ? 

Mr.  BrcHHOLz.  No;  the  health  department. 

The  Chairman.  Is  that  a  new  place  recently  created? 

ilr.  Buchholz.  No;  I  have  been  here  since  1908,  when  we  got  our 
first  tenement-house  laws.  My  work  is  primarily  the  supervision  of 
multiple  houses  in  the  cit}'  oi  Philadelphia — the  licensing  and  the 
inspection,  etc. 

ihe  Chairman.  Do  you  require  the  builder  of  a  multiple  house 
t(i  file  with  your  office  a  plan  ? 

ifr.  Buchholz.  We  do. 

The  Chairman.  Before  he  can  start  construction? 

Mr.  Buchholz.  The  law  so  states,  that  before  he  gets  the  approval 
of  the  chief  of  the  division  of  housing  and  sanitation  he  may  not 
l)egin  building  construction. 

The  CnAiioiAN.  And  then  after  the  building  is  completed  he  must 
have  your  certificate  of  occupancy  before  he  can  put  the  tenants  in? 

Mr!  Buchholz.  Yes;  I  think  that  would  be  the  proper  wav  to 
express  it,  but  that  Ls  not  provided.  That  is  to  say,  we  differ  from 
Vfjur  New  York  tenement  law  in  this  way :  We  require  all  rooming 
and  tenement  houses  to  l>e  licensed :  thev  must  secure  a  license  from 
the  department  of  public  health,  through  its  division  of  housing  and 
>:initation — which  means  through  my  housing  section. 

The  Chairman.  You  say  "  multiple  houses."  Do  you  mean  houses 
of  three  or  more  families? 

Mr.  Buchholz.  Three  or  more  families  for  a  tenement  house  is  the 
•H'finition.  the  s«ime  as  you  have  in  New  York:  but  a  rooming  house 
]s  one  where  persons  are  taken  for  hire  or  otherwise,  for  a  single 
<i:iy  or  night  or  a  longer  period.  That  would  take  in  club  bouses, 
fnliernity  houses,  lodging  nouses,  etc. 

The  Chairman.  We  do  not  have  inspection  of  that  character. 

Mr.  Buchholz.  I  know.  I  learned  my  business  in  New  York.  I 
riKmn  went  there  to  see  and  study  your  system  about  13  years  ago. 

The  Chairman.  Then,  you  know  all  about  it? 

ilr.  Buchhoi-z.  Yes.  1  think  we  are  about  the  only  city  that  has 
tii«*  licenifing  system  of  tenement  and  rooming  houses. 

The  Chairman.  Mr.  Buchholz,  are  you  building  many  tenement 
.••'js«*s  in  Philadelphia  at  this  time? 

Mr.  Bu<*nii<>LZ.  No;  very  few.  In  fact,  we  have  not  built  many 
.'■••^  a  long  time,  because  our  tenement  laws  are  very  strict. 

The  Chairman.  Stricter  than  New  York? 

Mr.  Buchhoijj.  I  would  not  say  that,  no ;  but  you  must  understand 
th^t  the  New  York  tenement  house  is  a  large  structure,  as  a  rule; 
'  :i»^rea5,  the  tenement  house  in  Philadelphia  has  usuallv  been — ^they 
»'♦*  now  building  some  larger  ones — but  it  has  usually  been  a  three- 
f.imily  proiK)sition :  so  we  have  had  a  tenement-house  law  since  1895, 
•*M  that  law  was  a  verv  strict  law,  and  it  really  stopped  the  construc- 
*  'n  of  tenements  within  the  law,  and  as  a  result  of  that  our  problem 

i-*  lieen  one  of  conversion  of  the  one-family  house,  more  like  the 
HnwkljTi  problem,  I  should  say,  that  you  folks  have  had  recently. 
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The  Chairman.  Yes. 

Mr.  BucHHOLz.  1  think  you  have  been  trying  to  get  some  legislu- 
tion. 

The  Chairman.  Yes;  changing  the  three-story  and  basement  h(»use 
to  a  tliree  and  four-family  house. 

Mr.  BrcHHOLz.  Exactly.    That  is-our  main  problem. 

The  Chairman.  Can  you  tell  us  how  many  permits  haVe  l)een  issued 
for  tenement  houses  this  year  and  last  year? 

Mr.  BucHHOLz.  Well,  not  exactly ;  but  I  can  tell  you  that  I  have, 
roughly,  about  8,000  houses  listed  as  tenement  or  rooming  houses  in 
the  city  of  Philadelphia. 

The  Chairman.  1  was  anxious  to  find  out  how  many  new  tenement 
houses  you  had  built  within  the  last  year  or  two. 

Mr.  BucHHOLz.  Oh,  new  houses? 

The  Chairman.  Yes. 

Mr.  BrcHOLz.  New  tenement  houses — I  do  not  have  those  figllr(:»^ 
right  in  mind,  but  there  are  very  few  new  tenement  houses.  In  the 
last  year,  did  you  sav  t 

The  Chairman.  During  this  calendar  year. 

Mr.  BucHHOLz.  Oh,  during  this  calendar  year,  I  do  not  believe  we 
have  had  more  than  four  or  five. 

The  Chairman.  So  not  more  than  half  a  dozen  houses  to  be  occu- 
pied by  three  or  four  families  have  been  started  this  year  in  all  of 
the  city  ? 

Mr.  BucHHOLz.  No. 

The  Chairman.  Have  you  anything  to  tell  us  that  you  think  will 
be  helpful  to  this  committee  ? 

Mr.  BucHHOLz.  Well,  of  course,  like  everyone  else,  we  have  been 
thinking  a  great  deal  about  the  reasons  for  the  housing  famine  in 
Philadelphia  and  elsewhere;  but  I  have  not  given  it  any  special 
study.    Mr.  Ihlder.  no  doubt,  in  his  paper  touched  upoii  a  great 
many  things  along  that  line.    I  know  tTiat  he,  through  the  Phila- 
delphia Housing  Association,  has  been  giving  the  matter  particular 
studv,  while  the  city  department  has  not;  in  fact,  we  haveoeen  very 
much  undermanned,  and  it  is  more  than  we  can  do  to  control  the 
sanitary  conditions  in  the  8,0(K)  tenement  and  rooming  houses  that  I 
ha\e  already  spoken  of.     But  I  think  that  one  of  the  very  best  ways 
that  housing  could  be  encouraged  would  be  through  making  loans 
for  the  construction  of  these  houses  more  easily  obtainable ;  in  other 
words,  financing  the  builders.    For  a  long  time,  from  my  experience 
and  investigation  some  years  ago  abroad.  I  thought  that  municipal 
houses  or  State  loans  of  money  would  probably  be  a  very  good  thing: 
but  we  have  had  a  lot  of  experience  here,  and  so  have  other  cities, 
which  has  taught  us  that  the  municipality,  for  some  reason  or  other, 
or  the  State  or  the  Nation  can  not  conduct  these  private  enterprise.*?, 
what  are  now  private  enterprises,  as  cheaply  as  the  private  i)eople 

can. 

The  Chairman.  In  theory  it  looks  all  right? 

Mr.  Bix:hholz.  Yes. 

The  Chairman.  It  seems  the  ideal  thing  to  do,  but  somehow  it 
does  not  work  out  in  practice  ? 

Mr.  BicHHoi^z.  My  own  personal  opinion  is  that  it  is  because  the 
people  who  undertake  to  do  those  things  do  not  go  into  them  with 
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the  idea  of  running  a  municipal  or  State  or  national  oiRce  like  they 
would  a  private  office;  and  I  think  that  the  main  reason  is  that 
people,  when  they  get  into  public  office,  do  not  feel  the  same  way 
about  the  thing  as  they  do  aoout  private  affairs.  I  think  the  main 
thing  that  you  ^ntlemen  will  have  to  do  in  some  way  is  to  make  the 
monej  easier,  either  through  the  reduction  of  taxes — I  do  not  believe 
in  this  suggestion,  that  I  think  I  heard  you  make  this  morning,  of 
exempting  buildings  from  taxation  for  five  years — ^new  workmen's 
buildings^  for  instance — 1  do  not  believe  that  is  the  proper  thing  to 
<lo,  unless  you  can  not  find  some  other  means  of  raising  the  money, 
l^ecause  tlie  city  could  not  forego  that,  and  I  think  most  other  cities 
are  in  the  same  situation. 

The  C'HAiRMAN.  That  would  only  apply  to  houses  hereafter  con- 
structed? 

Mr.  BucHHOLz.  Yes;  exactly. 

The  Chairman.  And  that  would  not  affect  taxes  on  factories  or 
garages  or  office  buildings  or  hotels? 

Mr.  BucHHOLZ.  No. 

The  Chairman.  But  simply  houses  erected  strictly  for  dwelling 
purposes  for  a  period  of  five  years. 

iir.  BrcHHOLZ.  You  have  not  any  idea  how  poor  the  municipalities 
are — how  they  need  money,  and  then  not  get  money  to  do  the  essential 
things  now.  Certainly  it  would  be  subsidizing,  which  I  do  not  ap- 
prove of. 

The  Chairman.  And  neither  do  I,  but  there  is  a  condition  here 
that  confronts  us.  Is  there  anything  further  that  you  wish  to  say  to 
the  committee,  Mr.  Buchhol^? 

Mr.  BucHHOLz.  No,  Senator. 

The  Chairman.  I  thank  you  very  much,  sir.  Now,  is  Mr.  HoUen- 
back  here? 

STATEMEHT  OF  HE.  EBWIV  £.  HOLLENBACK,  PBESIDEirr,  HASTEB 
BUILDEES*  EXCHANGE,  PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Ilolleiiback,  we  would  like  to  find  out  what 
y<Mi  think,  a«  a  practical  man,  should  be  done  to  relieve  this  situation, 
•ikI  whether  or  not  Congress  could  be  helpful  in  it? 

Mr.  Hoi4.ExnA('K.  Yes:  Congress  can.  I  do  not  know  exactly  how, 
of  i^urse:  but  we  are  suifering  to-day  under  three  or  four  hanaicaps. 
<  >f  course,  transportation  is  a  big  factor,  and  underproduction  both  as 
in  material  and  labor.  Conficress  comes  in  on  this  factor  of  transpor- 
tation, and  it  comes  in  in  tne  releasin«f  of  labor  by  the  elimination 
of  a  lot  of  our  so-called  war-time  production  that  is  now  ^oinpj  on. 
That  i>  wliat  we  are  sutferinp  from.  For  instance,  in  Philadelphia, 
to-lay  the  nctnai  numl^er  of  bricklayers  in  this  city  is  1,700 — that  is, 
tl:*-  union  bricklayers,  and  there  are  eijrht  or  nine  hundred  stone- 
iii.iMins  in  the  city. 

The  (*iiAiRMAN.  Did  you  ever  have  more  than  1,700  bricklayers '< 

Mr.  H<nxKNnA(K.  That  is  the  whole  city? 

Tlie  Chairman.  Did  you  ever  have  more  than  that? 

Mr.  H«iij.ENHACK.  Xo:  I  do  not  think  we  did,  and  yet  our  popula- 
x.'*u  and  our  industries  have  l>een  increasing. 

Tlje  (*HAiRMAN.  Why  <lo  your  bricklayers  not  pet  more  appren- 
ti«»-«  and  make  more  bricklavers? 
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Mr.  HoLLENBACK.  The  tendency  is  now  for  a  young  man  tx)  take  a 
high-school  education  and  not  a  practical  education.  The  same  is 
the  condition  in  the  carpenters'  trade. 

The  Chairman.  I  have  observed  that,  and  I  was  saying  to  my 
superintendent  the  other  day  in  New  York  City,  in  going  throi^h  a 
building  operation  that  I  am  interested  in,  that  I  did  not  see  a  single 
carpenter  under  50  years  of  age. 

Mr.  HoLLENBECK.  And  that  is  the  condition  here. 

The  Chairman.  We  are  making  a  few  bricklayers  and  a  few 
plumbers  and,  because  of  the  intricacies  of  electrical  work,  more  elec- 
tricians, but  we  are  not  making  any  carpenters. 

Mr.  HoLLENBECK.  Mcchauics  are  very  scarce  and  we  are  making 
very  few.  We  have  in  this  city  11,000  carpenters  in  the  union,  with 
very  few  outside,  and  they  are  all  employed.  You  can  take  any  of 
the  employments  to-day  and  you  will  find  advertisements  offering 
higher  wages  than  the  union  rates  to-dav,  showing  that  there  is  a 
scarcity  of  mechanics.  The  labor  situation — common  unskilled  la- 
bor— a  scarcity  of  that  kind  of  labor  is  a  condition  that  we  are  facing 
to-day.  They  are  very  scarce,  and  naturally  they  are  making  greater 
demands.  You  take  m  the  war,  we  lost  about  200,000  men — kiUed« 
wounded,  and  died  of  disease.  In  the  time  since  the  war  Italy  and 
other  nations  have  sent  more  than  that  in  here,  so  that  I  feel  to-day 
that  there  are  as  many  men,  in  man  power,  in  the  United  States  as 
there  were  prior  to  the  war,  or  in  1916.  There  are  just  as  many  men 
in  the  building  game  to-day  as  there  were  in  1916— no  more,  no 
less — and  at  the  present  time  in  Philadelphia  the  building  industry 
is  practically  at  a  standstill.  Mr.  Crawford  gave  you  a  good  resume 
of  what  the  operative  builder  is  doing — and  lie  is  doing  nothing,  in 
fact.  The  builder  in  my  line  is  not  doing  much  more.  Things  are 
practically  coming  to  a  standstill. 

The  Chairman.  That  is  caused  by  the  lack  of  transportation  and 
the  high  prices  of  building  materials  and  high  prices  of  labor? 

Mr.  HoLLENBECK.  Ycs. 

The  Chairman.  And,  despite  all  of  that,  there  is  a  demand  or  a 
need  for  more  buildings.  Do  you  not  think,  ultimately  that  building 
will  start  up,  despite  uie  high  prices  ? 

Mr.  HoLLENBECK.  Oh,  yes;  it  is  bound  lo  do  so.  The  one  thing 
that  I  find  that  the  clients  that  I  meet  who  contemplate  building  is 
that  they  are  deferring  the  operation,  thinking,  possibly,  that  there 
will  be  a  decrease  in  the  next  couple  of  years.  Mr.  Crawford  made 
the  statement  that  the  increase  had  been  270  per  cent;  it  is  really 
about  300  per  cent;  and  I  think  if  you  will  write  to  the  statistical 
department  in  Washington  they  will  tell  you  that  it  is  368  per  cent. 
Mr.  Crawford  said  he  could  buy  brick  for  $6.50.  The  hard  brick 
that  we  bought  was  at  $8  in  1916,  for  which  we  are  paying  $24  to- 
day— 200  per  cent  increase.  Mr.  Lloyd  stated  that  lumber  was  about 
75  to  KX)  per  cent  higher  than  1916 ;  but  it  is  more  than  that  I  have 
records  here  to  show  that  it  is  running  300  per  cent  higher. 

The  Chairman.  I  thought  it  was  200  per  cent. 

Mr.  HoLLENBACK.  It  is  300  per  cent.  You  can  not  buy  it  to-tlay 
for  less  than  $75  to  $90.  I  had  some  quotations  for  8  by  10  the  other 
day  of  $117,  which  will  prove  the  statement  that  it  is  300  per  t^nt. 
I  made  a  calculation  on  what  you  read  in  your  earlier  discussion  of 
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$2.40  against  the  dollar — I  made  a  calculation  similar  to  that  in  Feb- 
ruary, and  in  May  it  had  jumped  to  $2.60. 

The  Chairman.  I  had  m  mind  transportation. 

Mr.  HoM-ENBACK.  That,  of  course,  is  transportation.  We  are 
sufferinfir  from  a  lack  of  transportation  to-day,  which  adds  on  to  the 
cost.  We  figure  on  doing  a  building  in  four  months,  and,  from  actual 
experience,  when  it  is  done  it  takes  eight  months,  due  to  the  delays 
in  transportation.  For  instance,  cement,  gravel,  crushed  stone,  flag, 
etc.,  must  be  brought  in.  We  have  no  facilities  here — either  brought 
in  by  boat  or  by  rail — and  I  have  one  particular  job  in  the  north 
end  of  the  city  that  was  to  be  done  the  1st  of  July  that  will  not  be 
(lone  until  the  1st  of  October.  There  have  been  but  two  carloads 
of  cement  delivered  on  the  job  in  a  period  of  five  months. 

The  CHATRarAN.  What  is  the  character  of  that  building! 

Mr.  HoLi^NBACK.  It  is  the  Bessemer  motor  truck  plant.  I  do 
not  know  whether  you  noticed  that  coming  through  Holmesburg 
from  New  York. 

The  Chairman.  We  have  asked  Mr.  Trigg,  of  your  city,  to  organize 
a  committee.    Do  you  know  him  ? 

Mr.  HoLLENBACK.  Yes. 

Tlie  Chairman.  We  have  asked  him  to  organize  a  committee  of 
men  in  your  line  to  cooperate  with  the  railroad  companies,  in  order 
to  secure  better  transportation  facilities  for  building  materials.  Now, 
It  you  have  some  particular  job  that  is  pressing,  where  you  need  some 
kind  of  material  that  you  can  not  fr^t,  if  you  will  let  us  know  we 
will  8(^e  what  we  can  do  for  you. 

Mr.  HoiXENBACK.  Well,  I  have  tried  that  through  the  Pennsyl- 
vania Railroad  and  have  got  some  cars  released  on  priority  orders^ 
J'ut  as  to  the  future— what  I  was  thinking  of  was  when  it  breaks. 
The  reason  I  brought  that  up  was  that  if  it  were  to  break  with  con- 
•litions  as  they  are  you  can  readily  see  that  there  would  be  an  increase 
m  n^t.  If  we  were  to  start  building  houses  to-day,  the  laborer  is  going 
ti  wait  for  the  biggestbid  for  his  services,  and  the  man  who  is  hold- 
:nir  laml)er  and  other  material  is  going  to  wait  for  the  bi<rg(\st  bid 
f»r  his  material.    The  demand  would  immediately  increase  the  price 

Xow,  the  question  comes,  Ts  it  advisable  to  go  ahead  or  had  we  not 
•-•Iter,  may  be.  take  Mr.  Ball's  suggestion  and  educate  the  people  to 
♦^f  present  cost  and  not  try  to  breed  this  discontent?  Our  friend, 
Mr.  Molony,  stated  how  the  tenants  felt  about  it.  The  trouble  is  that 
»  f"w  ff<Kwi  many  of  our  tenants  have  had  their  wages  or  salaries  in- 

•  n^a-^Ki,  but  they  still  want  to  go  on  under  existing  conditions  with 
»i»*  ^IS  a  month  hou«e.    Now,  of  course,  in  our  line  we  do  not  build 

*  »'i5es  any  more,  l)ecause  the  man  who  wants  to  build  a  $20,000  or 
'^J'l.^MiO  house  does  not  build.  The  main  thing  with  the  other  builder 
"I  tlie  large  industrial  operations  is  that  he  wants  to  build,  but  he 
f  I'^f^  the  question  as  to  what  is  going  to  be  the  depreciation  in  the 
».»\l  CfHiple  of  years. 

The  Chairman.  That  is  just  as  certain  as  we  are  here. 

iff.  HoiXENBACK.  I  really  think,  though,  that  Congress  .should  do 
"••niething  toward  stopping  this  war-time  production.  I  personally 
•-ritwl  overseas  for  some  time,  and  it  was  a  rough  call  over  there  in 
t'.«*  demolition  work  and  T  can  not  see  this  continuation  of  war-time 
I  nnlaction  here.    1  was  in  demolition  over  there. 
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The  Chairman.  Is  there  anything  further  that  you  care  to  say  to 
the  committee,  Mr.  Hollenback? 

Mr.  Hollenback.  Xo,  Senator;  I  think  not. 

The  Chairman.  Thank  you  very  much.    Now,  is  Mr.  Dudley  here? 

STATEMENT  OF  HE.  JAMES  G.  DTEDLEY,  CONSULTING  ENOINEE&, 

OAK  LANE,' PHILADELPHIA,  PA* 

Mr.  Dudley.  Mr.  Chairman,  I  have  been  an  intimate  student  of 
this  Question  of  housing  for  many  years,  as  research  engineer  of  the 
Merchant  Shipbuilding  Corporation  for  three  years^  which  I  left  on 
the  1st  of  July.  I  was  concerned  since  with  all  the  problems  enter- 
ing into  the  housing  of  some  7,500  people  at  Harriman,  which  is  a 
suburb  of  Bristol;  consequently  I  have  gone  deeply'  into  those  ques- 
tions for  the  corporation  as  well  as  personally,  and  there  are  a  few 
phases  of  it  that  I  do  not  think  have  been  touched  upon  here  to-day 
that  not  only  affect  the  houses  which  we  want  to  build  but  those  which 
have  been  built;  and  formost  amongst  those  questions  is  that  of  heat- 
ing and  coal.  As  a  result  of  the  lack  of  housing  facilities,  I  am  pleased 
to  say  that  I  was  compelled  to  buy — I  could  not  rent,  and  I  went 
through  the  cycle  of  all  the  operations  that  have  been  cited  here.  I 
have  bought;  I  have  my  own  home,  and  I  have  as  i)erfect  a  heating 
system,  possibly,  as  is  in  existence,  but  it  is  practically  out  of  my  con- 
trol or  power  to  secure  coal. 

Now,  if  that  is  my  condition,  what  is  going  to  be  the  condition 
of  tens  of  thousands  of  others  this  winter?  The  coal  question  is 
vital  to  this  whole  housing  situation,  and  something  must  be  done 
by  the  National  Government,  by  the  railroads,  and  the  others  to  see 
that  heating  coal  is  available  to  the  citizens  of  Philadelphia  as  well 
as  every  other  community.  We  are  going  to  reach  the  peak  of  the 
winter  and  have  no  coal  available.  The  bins  of  the  coal  dealers  are 
cleaned  out ;  they  will  make  you  no  quotations  on  coal,  except  as  they 
get  it,  and  at  prices  at  which  it  will  come  then. 

Many  of  the  witnesses  here  that  I  have  heard  this  afternoon  have 
discussed  many  problems  which  concerned  only  industrial  builders, 
whereas  this  investigation,  as  I  see  it,  is  more  particularly  directed 
toward  relieving  the  crying  need  of  housing.  We  must  house  the 
workers,  and  we  must  house  ourselves,  before  we  can  begin  to  manu- 
facture and  transport. 

The  houses  that  have  been  put  up  in  the  past,  due  to  the  antiquated 
laws  which  Mr.  Perrot  has  so  ably  focussed  our  attention  upon,  have 
been  very  poor  houses  from  a  heating  standpoint,  with  the  result 
that  I  say,  without  question,  that  all  our  houses  to-day  are  costing 
more  for  heating  than  it  did  20  years  ago.  I  have  been  identifieil 
with  the  heating  art  for  more  than  that  time,  and  I  speak  with 
authority.  Now,  that  may  seem  to  be  a  simple  matter,  but  a  ton  or 
two  tons  of  coal  per  house,  multiplied  throughout  the  countrv,  would 
run  into  staggering  figures.  Senator — absolutely  staggering  figures — 
which  can  be  cut  down,  and  which  would  go  far  in  the  other  way.  if 
we  were  to  adopt  the  scientific  method  that  Mr.  Perrot  and  Mr. 
Ihlder  have  l)een  advocating.  In  other  words,  we  have  got  to  stop 
building  houses  and  begin  to  manufacture  them  according  to  scien- 
tific en^'ineering  laws  that  will  produce  results,  regardless  of  metho^ls. 
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In  otlier  words,  the  law  should  say  that  your  floor  must  support  thus 
and  so,  and  then  leave  it  to  the  engineers  and  architects  to  produce 
that  result,  even  if  they  do  it  with  tissue  paper,  if  they  can  support 
the  load. 

The  loads  in  houses  are  very  normal — 50  pounds  per  square  foot 
is  an  extreme.  In  other  words,  I  would  call  your  attention  particu- 
larly to  the  great  problem  of  heating  houses  that  exist  and  houses 
that  are  to  be  built,  getting  an  adequate  coal  supply  of  proper  char- 
acter; and,  secondly,  that  we  must  abandon  the  idea  of  building 
houses  and  must  manufacture  them  wholesale  by  manufacturing  and 
engineering  methods,  because  if  vou  attempt  to  keep  on  buuding 
houses  to  meet  this  enormous  deficiency  you  can  not  catch  up  for 
the  many  reasons  that  have  been  voiced  here  to-day — ^the  high  cost  of 
laiH)r,  the  high  cost  of  transportation,  the  inadequacy  of  transporta- 
tion, and  the  high  cost  of  materials.  We  must  use  the  minimiun  of 
all  materials.  I  think  it  can  be  demonstrated  before  any  court  of 
engineers  or  architects  that  we  can  build  houses — homes — with  one- 
third  or  less  of  the  materials  and  labor  that  are  used  in  them  to-day. 

The  Chairman.  If  that  could  be  done 

Mr.  DmLEY  (interposing).  I  am  prepared  to  show  that  it  can  be 
done. 

The  Chairman.  If  one  can  build  houses  with  one-third  of  the  ma- 
terial used  to-dav,  then  he  will  be  doing  a  great  deal  for  mankind. 

Mr.  Dudley.  1  can  show  it,  and  others  can  do  the  same;  and,  more 
than  that,  I  will  show  you  a  house  with  practically  no  obsolescence;  I 
will  show  you  a  house  that  is  practically  indestructible,  and  others 
<*an  do  the  same  thing.  In  other  words,  I  have  statistics  in  my 
jxissession,  recently  published,  showing  that  05  per  cent  of  all  the 
fires  in  the  United  States  of  America  originate  in  the  home,  and 
that  4()  iK*r  cent  of  all  the  fires  in  the  homes  are  electrical.  Xow%  we 
ran  make  our  houses  of  cement  and  steel  practically  indestructible, 
with  no  painting,  and  no  insurance,  other  than  for  trim,  and  that  is 
what  we  must  come  to,  and  then  we  will  use  the  absolute  scientific 
minimum  of  material.  You  can  put  that  cement  and  steel  together 
with  manufacturing  methods,  where  you  can  take  a  bricklayer  or  a 
l>hunber  or  a  farmer  and  convert  him  into  a  housebuilder.  I  thank 
you,  sir. 

The  (*HAiRMAX.  Is  there  anjrthing  further  that  you  care  to  say  to 
the  ^•ommittee.  Mr.  Dudley? 

Mr.  Dn>i£r.  Xo,  Senator;  I  think  that  is  all  I  care  to  say. 

The  Chairman.  We  thank  vou  very  much.  That  will  close  our 
fiearing  here,  gentlemen. 

<WhereuiKm,  at  5.10  o'clock  p.  m.,  the  committee  adjourned  to 
v\^i  at  the  call  of  the  chairman.) 
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FBIDAY,  ATTOTTST  27,  lOSO. 

United  States  Senate, 
Seij'.ct  Committee  on  Reconstruction  and  Prodiction, 

New  York  City. 

Tlu»  committee  met,  pursuant  to  call,  at  10.80  o'clock  a.  m.,  in 
nxiin  1101  En^neering  Societies  Building,  29  West  Thirty-ninth 
Street.  Senator  \Villiam  M.  Calder,  presiding. 

Present:  Senator  Calder  (chairman) ;  also  Mr.  Franklin  T.  Miller, 
ji^sistant  to  the  committee. 

STATEKEirT  OF  MR.  JOHN  L.   PABISH,  8ECSETABY  ADVISOEY 
COVHCIL  OF  SEAL  ESTATE  INTEBESTS,  NEW  TOKK  CITT. 

The  Chairman.  Mr.  Parish,  this  committee  is  engaged,  as  you 
know,  in  making  a  Nation-wide  inquiry  into  the  housing  conditions 
of  the  country.  We  have  had  several  sessions  here  in  this  city,  we 
have  had  one  in  Baltimore,  and  one  in  Philadelphia..  We  believe 
there  is  a  great  emergency*  existing  that  must  be  remedied,  and,  per- 
^mally.  I  know  that  you  have  given  a  great  deal  of  study  and  thought 
to  the  subject.  The  conunittee  would  like  to  be  advised  just  what 
y«'ur  views  are  in  the  matter  and  what  Congress  can  do  to  help. 

Mr.  Paimsii.  Senator,  the  Advisory  Council  of  Real  Estate  Tnter- 

»>t^.  a.s  |)erhaps  you  are  verv  well  advised,  have  taken  a  very  deep 

liii-rest  in  this  subject.    Their  interest  is  peculiar  to  the  city  of  New 

^«»rk,  but  the  conditions  in  the  city  of  New  York  are  so  similar  to 

U\tti>e  in  all  other  centei's  of  population  in  the  country  that  their  con- 

•  in>ions.  based  upon^ investigations  here,  must  apply,  we  think,  to  the 
•••''litions  existing  in  other  centers  of  |K)pulation. 

The  advisory  council  is  constituted  mamly  of  representative  own- 
•r*^.  tiiianciers,  brokers,  and  agents  in  the  handling  of  high-class 
in/jMTties.  It  is  a  voluntarv  organization,  noiipolitical.  and  having 
u"  inrome  except  by  contributions  from  its  membership  and  from 
'♦iJiers  interested  in  its  work.  They  have  directed  me  to  make  an 
-i.jlvhih  of  the  mortgage  filings,  as  far  as  that  could  be  don^,  in  the 

•  ty  of  Xew  York,  basing  our  calculations  and  analvses  almost  en- 
i  '^»*ly  U[K>ii  the  records  provided  by  the  Record  and  Guide,  of  the 

•  t y  of  Xew  York,  which,  as  perhaps  you  know,  is  as  near  as  we  have 
t«'  an  official  organ  publishing  and  compiling  weekly  the  real  estate 
r^  i>r«ls  of  the  city. 

Wf  have  made  this  analysis,  which  I  have  reduced  to  written  form. 

In  the  first  half  of  theVurrent  year,  1920,  the  mortgage  business 

»  Xew  York  (^ity  on  its  face  scored  the  most  notable  increase*  over 

•)••  nN*orili<  of  former  years  in  all  its  history.    In  all  five  boroughs 
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the  filings  of  record  amounted  to  $442,355,000,  as  against  $1K4,85U,0(H) 
for  the  first  six  months  of  1919.  These  are  record  figures  for  the 
three  larger  borouglis  and  conservative  estimates  for  Queens  and 
Uichmond. 

Statistics  are  incomplete  for  Queens  and  Richmond,  and  for  the 
purposes  of  a  careful  analysis  to  show  the  drift  of  mortgage  money 
are  complete  only  as  to  the  Borough  of  Manhattan.  Su*  for  the 
other  four  boroughs  the  tendency  as  to  mortgage  investments  is  not 
essentially  diflFerent.  The  enormous  increase  in  the  volume  of  mort- 
gages, amounting  to  over  140  per  cent,  was  brought  alK)ut  by  the 
unprecedented  buying  movement  of  the  time  specified  and  is  repre- 
sented entirely  by  purchase  money  mortgages  given  in  part  payment 
for  properties  in  lieu  of  cash. 

The  record  for  Manhattan  Borough  shows  a  total  of  6.198  mort- 
gages recorded,  for  a  total  amount  of  $215,931,789,  in  the  first  six 
months  of  this  year,  after  excluding  mortgages  given  as  collateral, 
etc.,  and  to  establish  credits  for  accounts  current.  This  shows  an 
increase  of  3,953  in  number  and  $152,825,000  in  amount,  or  242  per 
cent  oven/the  record  for  the  corresponding  period  of  last  year. 

The  Chairman.  When  you  spoke  of  a  buying  movement,  you  meant 
a  buying  of  houses? 

Mr.  Parish.  Yes,  Senator;  a  buying  of  houses,  business  i^roperty, 
all  kinds  of  real  property. 

The  Chairman.  So  that  that  total  sum  of  mortgages  gi\on.  you 
believe,  indicates  that  second  mortgages — for  instance,  i)urchase- 
money  mortgage — were  given  back  by  the  purchasers,  and  that  nr- 
counts  largely  for  that  ? 

Mr.  Parish.  Almost  entirely.  The  increase  in  the  volume  of  mort- 
gages is  accounted  for  almost  entirely  by  the  giving  of  purchase- 
money  mortgages  in  lieu  of  cash  during  that  buying  movement,  which 
continues  in  a  moderate  degree  now.  Our  real  estate  people  seem  to 
feel  that  there  has  been  a  little  relaxation  in  that  movement.  It  is 
not  as  active  as  it  was.  I  wonder  what  they  think — whether  it  is 
possible  for  an  industry  to  keep  up  a  pace  of  that  kind  continuously 
through  the  year.  It  is  physically  impossible  to  keep  up  any  such 
record  of  business;  people  have  to  rest:  they  have  to  let  go  and  spit 
on  their  hands,  to  get  a  fresh  hold,  you  know.  I  have  not  any  ques- 
tion— and  I  think  the  majority  of  the  real  estate  people  in  the  city 
here  will  agree  with  me — ^that  this  movement  is  only  suspended  tena- 
porarily,  and  that  as  the  people  get  settled  into  their  traces  again  it 
will  be  resumed  and  will  go  on;  and  it  must  go  on  l)e(anHe  of  the 
unsatisfied  demand. 

The  Chairman.  Mr.  Parish,  T  agree  with  you  that  a  larsre  jiart  of 
the  mortgages  recorded  in  New  York  City  during  the  earlier  months 
of  this  year  were  purchase-money  mortgages.  T  know  that  from  my 
own  connection  with  the  real  estate  market.  So  that  while  there  has 
been  a  very  large  turnover  of  real  estate,  there  has  not  l>een  the 
volume  of  cash  turnov^er  that  one  might  believe  from  the  extent  of  the 
sales.  It  is  reflected,  however,  in  this  large  volume  of  mortgages  that 
you  have  mentioned  and  which  you  hav^e  agreed  were  purchase-rnoney 
mortgages;  and  I  am  inclined  to  believe  that  a  very  large  part  of 
them  were  second  mortgages,  obtained  in  the  way  I  have  explainetl. 

Mr.  Parish.  T  think  the  record  shows  that  to  be  the  fact. 
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The  Chairman.  Does  the  record  show  that  they  wore  second  mort- 
;:ajres  ? 

Mr.  Parish.  Yes. 

The  Chairman.  Have  you  any  figures  on  that? 

Mr.  Parish.  Yes:  I  am  cominp^to  that  point  hiter.  Senator. 

The  Chairman.  Very  well;  go  ahead. 

Mr.  Parish.  An  analysis  of  these  6,198  mortgages  shows  that  a  very 
lur<re  proportion  of  them  were  purchase-money  mortgages,  and  as 
Mich  do  not  represent  any  new  money  coming  into  mortgage  invest- 
nH»nts. 

At  the  same  time  this  extraordinary  selling  movement  was  in  prog- 
n-s  an  extraordinary  liquidation  of  matured  mortgages  was  also 
i:"ing  on,  and  is  still  proceeding.  Holders  of  mortgages  have  by 
tlunisands  been  demanding  payment  of  their  loans  as  they  fell  due, 
arnl  debtors  who  were  able  have  paid  off  their  mortgage  obligations 
rather  than  accept  the  conditions  demanded  for  renewals,  extensions, 
'»r  refunding. 

Such  of  the  mortgage  debtors  as  were  unable  to  pay  off,  or  for 
*'i\iVT  reasons  preferred  to  refund  their  mortgage  obligations, 
fiave  refunded  by  engaging  some  savings  bank  or  life  insurance 
'•<'ni[)any  to  buy  the  mortgages  from  the  former  holders  and  carry 
thvm  for  them  for  extended  terms. 

In  tabulated  form,  the  numbers  and  amounts  of  these  varied  op- 
*'r,ftion.s  are  as  follows : 

MortgagcH,  Mnnhnttnn.  Jan.  1  to  Jutjj  /.  1920. 


*  i  v^  monev 

' '  And  building  loans. 


Number. 


4,918 
623 


TnUl. 


6,198 


Amount. 


1149, 961, 8S5 
52,494,481 
13,475,423 

215,931,780 


In  ad<Iition  there  were  in  the  same  period  the  following: 


1     'M 


Number. 


3,312 
44S 


Amount. 


$6.^,845,140 
2h,  972, 646 


1  he  CiiAiRM  \N.  Have  you  any  comparison  of  figures  on  that  i 
Mr.  Paki»«ii.  I  have.  Senator,  and  comparison  shows  as  follows: 

<•'"»/#«  of  mortfffiffr  rcronlft,  tioroufjh  of  Manhattan,  .V.  >'..  first  half  of  J920, 

compared  irith  rorrrnponftittfj  prriful  of  1919. 


1920 


1  *  ni»*k*^ 


Numl)^r. 


4.9l»'. 

•■.'.9 


'Al  

.  ftad  di^harff^l 

•1  to  tai-^Y^miif  ]ioldrr«. 


Amotint. 


1919 


Numl)cr. 


5.  l<»s 

•A,M2  I 

44:>  I 


.VJ.  I«M,  I**! 

21.>.9:U.7K<i  I 
2s.972.f»4.')  I 


l.ar.T 
>  :\  u 

I  2,<»'<2 
129 


Amount, 


$37.^'<^^435 

•  19. 112.94n 

5.547.447 

>  ♦U.99rt,S2« 

4.'i.('.l.'.,5;i3 

7,5.>7. 447 


t  «•        Vll 


•  S^  mtrlf^rv  frw  IT.tnri.uiV)  on  2  huiMinir>  at  nr(M4lvrt%  uihl  Codur  Street. 

i>*  rmacrlUliKii  of  2  morteaireo  uii  2  l  uildintf''  tkt   Hr<ta'lv,»\   an«l  ('<'<iar  Strcrt, 


amounting  to 
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As  you  will  observe,  sir,  the  increase  in  the  volume  of  business  this 
year  over  the  corresponding  period  last  year  is  enormous,  amounting 
to  over  $153,000,000  in  the  total  of  new  filings,  and  this  has  been 
accomplished  with  an  addition  of  not  over  $15,000,000  of  new  money 
actually  invested  in  mortgages.  The  liquidation  of  mortgages  shown 
by  the  items  of  satisfied  and  discharged  mortgages,  and  those  assigned 
to  holders  who  are  exempt  from  payment  of  the  income  tax  amounts 
to  over  six  times  that  sum.  This  liquidation  is  still  in  progress,  and 
for  reasons  which  are  well  known  to  yourself  and  to  everyone  else 
who  is  familiar  with  the  real  estate  market  here,  namely,  that  people 
are  calling  their  mortgages  and  demanding  pajTnent,  and  those  who 
can  pay  do  pay,  and  those  who  can  not  pay  get  somebody  else  to  pay 
for  them. 

Of  the  659  first  mortgages  specified  15  were  building  loans  of  over 
half  a  million  each,  the  aggregate  amount  being  $28,225,000.  There 
were  many  more  building  loans  in  small  individual  amounts,  whiih 
would  probably  swell  the  volume  of  building  loans  to  over  forty 
millions. 

The  practice  in  that  matter,  as  you  very  well  know,  Senator,  is  that 
tliis  money  is  paid  out  as  the  building  proceeds.  It  is  not  all  paid 
out  by  the  lending  institution  at  once.  Perhaps,  at  the  beginning, 
there  might  be  an  initial  payment  that  would  cover  the  proportion 
that  would  be  loaned  upon  the  land  alone;  but  I  think  that  has  hap- 
pened to  only  a  very  small  extent  in  this  building  period ;  and,  as  a 
matter  of  fact,  a  great  many  of  the  operations  represented  in  these 
building  loans  have  scarcely  been  begun,  on  account  of  difficulties  that 
you  have  already  disclosed  in  the  course  of  your  investigations- 
difficulties  in  transportation,  practically,  principally,  as  well  as  in  the 
cost  of  labor  and  the  obtaining  of  materials. 

Of  the  remaining  twelve  millions  a  deeper  inquiry  would  doubtless 
show  that  the  greater  part  were  also  purchase-money  mortgages. 
This  would  also  be  found  to  be  the  fact  with  regard  to  most  of  the  0*2*^ 
seconds,  for  $13,475,423.  So  that  of  this  total  of  1,282  first  and  second 
mortgages,  for  $65,969,904,  probably  not  over  $15,000,000  was  money 
actually  newly  invested  in  mortgage  loans.  I  have  debated  and  dis- 
cussed that  figure  with  the  members  of  the  executive  committee  and 
with  othei-s,  and  with  title  people,  and  they  agree  with  me,  substan- 
tially, that  this  figure  is  approximately  right;  that  probably  not  over 
$15,000,000  of  all  the  mortgage  filings  is  new  money  newly  invested 
in  mortgage  loans  in  the  Borough  of  Manhattan  in  those  first  six 
months. 

Mr.  Miller.  What  percentage  would  that  be  of  the  total? 

Mr.  Parish.  It  would  be  not  over  7  per  cent  of  the  total.  It  is 
$216,000,000,  in  round  figures,  and  about  7  per  cent  of  that  is  newly 
invested  money;  and,  as  against  that,  of  course,  are  the  withdrawals 
from  the  market  of  this  $69,000,000  represented  in  satisfied  mort- 
gages, and  $29,000,000  represented  in  assigned  mortgages. 

Mr.  Miller.  Which  is  greatly  in  excess  of  the  amount  of  new 
money  ? 

Mr.  Parish.  Yes. 

Mr.  Miller.  How  many  times  in  excess! 

Mr.  Parish.  The  excess  of  withdrawals  is  about  $88,000,000. 

Mr.  Miller.  If  the  new  money  is  7  per  cent  of  the  whole,  the 
withdrawals  ai'e  how  many  times  the  new  money? 
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Mr.  Parish.  Pretty  nearly  six  times — over  five  times;  that  is,  the 
excess.  The  gross  amount  of  the  withdrawals  is  seven  times  the 
amount  of  the  net  investment. 

As  against  these  fifteen  millions  of  money  newly  invested  in  mort- 
gages, there  are  the  nearly  sixty-nine  millions  of  satisfied  mortgages 
repi-esenting  money  directly  and  wholly  withdrawn  from  investment, 
and  indicating  a  net  withdrawal  from  the  real  property  field  of  basic 
capital  approximately  $54,000,0()()  in  a  period  of  half  a  year,  in  the 
borough  of  Manhattan  alone.  If  to  this  be  added  the  nearly  twenty- 
nine  millions  of  mortgages  refunded  through  savings  banks  and  lite 
insurance  companies,  the  aggregate  of  withdrawals  from  mortgage 
investments  in  Manhattan  real  property  in  the  first  half  of  this  year 
amounts  to  approximately  $83,000,000  net.  - 

Nowhere  in  the  historj'  of  the  city  can  there  be  found  a  parallel 
for  such  a  drainage  of  basic  capital  from  any  field  of  investment.  It 
indicates  a  rate  of  withdrawal  of  money  from  investment  in  mort- 
gages in  Manhattan  alone  of  over  $165,000,000  per  year. 

An  explanation  of  this  unprecedented  course  of  investment  money 
will  be  sought  in  vain  outsiae  the  operation  of  the  income  tax  laws. 
Federal  and  State.  And  this  movement  in  and  of  itself  supplies  the 
most  complete  and  sufficient  explanation  of  the  Nation-wide  shortage 
in  housings.  While  it  continues  there  can  be  no  increase  in  the  sup- 
ply of  housing.  And  it  will  inevitably  continue  its  stranglehold  on 
the  building  mdustry  until  the  incidence  of  the  income  tax  is  raised 
from  mortgage  income  and  shifted  to  another  point. 

This  income  tax  is  fundamentally  uneconomic.  It  is  i^n  obstruc- 
tion to  the  foremost  of  the  industries,  the  great  building  industry, 
with  all  its  ramifications,  and  discourages  the  people  from  investing 
m  it.  This  may  not  have  been  foreseen  when  the  law  was  enacted, 
l»ut  the  experience  of  the  last  three  years,  with  the  cessation  of  hous- 
ing construction  and  the  prostration  of  the  mortgage  market,  has 
irforded  a  demonstration  of  the  fact  of  which  there  can  be  no 
question. 

The  Chairman.  Now,  Mr.  Parish,  from  your  knowledge  of  the  sit- 
u<ition  is  there  any  mortgage  money  in  the  market  t<»-(lay  except  what 
liit*  insurance  companies  and  savings  banks  have  ^ 

Mr.  Parish.  There  is  not.  I  have  myself  been  trying  to  get  a 
ntiikling  loan  for  nearly  11  months;  11  months  ago  it  was  promised 
Ut  me  bv  a  title  and  guaranty  company  as  soon  as  tliey  could  get  the 
nioney  for  it,  but  they  have  not  gotten  it  yet,  and  the  operation  is  sus- 
|H*nded  on  that  account.  It  is  an  operation  running  into  half  a  mil- 
i.'»n  dollars. 

The  Chairman.  And  you  see  no  relief  in  sight  ( 

.Mr.  Parish.  Xo  relief  in  sight;  no.  The  onl}-  prosi)ect  is  that 
thJTe  may  be  relief  when  these  income  taxes  are  lifted  from  mortgages. 

Hie  Chairman.  Do  you  think  if  the  State  exempts  the  profits  on 
ncirtgaces  from  income  taxes  that  will  help  any? 

Mr.  Parish.  It  will  help  some;  it  will  help  in  the  influence  that  it 
»'Mild  pn)l)ably  have  ujMrn  Congress;  but  we  must  have  the  Federal 
•-X'njption  in  order  t<^  i)ro(luce  any  practical  results,  so  far  as  relief 
f'i  ti.«  mortgage  market  is  concerned. 

The  Chaikman.  Has  your  attention  been  called  to  the  suggestion 
:^'i*h  hv  Mr.  Otto  Kahn  before  this  committee? 

Wl.%— 21— vol.  1 27 
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Mr.  Parish.  Yes;  and  I  was  very  sorry  to  see  that  he  was  repre- 
sented in  the  Times  as  being  unqualifiedly  in  opposition  or  opposed 
to  any  increase  of  mortgage  exemptions.  I  recall  that  in  your  cross- 
examination  of  Mr.  Kahn  he  admitted  that  an  exemption  such  as 
was  contemplated  in  the  Calder-Siegel  bill  would  be  unobjectionable; 
to  use  his  own  language,  his  "objection  would  fall  to  the  ground 
before  an  exemption  of  that  kind." 

The  Chairman.  On  the  theory  that  there  w^as  a  great  emergency? 

Mr.  Parish.  Yes;  and  he  admitted  that  there  was  a  great  emer- 
gency, and,  of  course,  we  all  know  that  there  is  a  great  emergency. 
•Senator,  I  would  like  to  say  this,  too,  that  the  emergency  is  so  great, 
it  is  so  universal  throughput  the  country  that  it  would  seem  to  us  as 
if  it  were  worthy  of  the  consideration  of  Congress  to  pass  the  Calder- 
Siegel  bill  as  an  emergency  measure  as  soon  as  possible  after  the 
reconvening  of  Congress,  and  not  require  the  builaing  industry  and 
the  people  who  need  the  product  of  the  building  industry  to  wait 
for  the  slower  processes  of  a  complete  revision  oi  the  revenue  laws. 
We  hope  that  your  committee  will  recommend  and  wUl  urge  the  en- 
actment of  the  Calder-Siegel  measure  for  the  immediate  relief  that 
it  will  afford  to  the  mortgage  market,  and,  through  the  mortgage 
market,  to  the  building  industry,  because,  as  you  very  well  know, 
the  builders  can  not  proceed  unless  they  can  get  the  conventional, 
customary  accommodations?  froin  the  mortgage  lenders.  They  will 
not  proceed. 

The  Chairman.  Mr.  Kahn  proposed  that  we  repeal  the  excess 
profits  tax,  and  modify  the  income  tax  laws.  He  thought,  as  you  will 
recall,  that  if  we  do  not 

Mr.  Parish  (interposing).  The  Advisory  Council  of  Real  Estate 
interests,  so  far  as  they  have  considered  that  proposition,  are  in  favor 
of  it.  It  has  not  come  formally  before  them,  but  upon  informal  con- 
sideration, they  are  very  strongly  in  favor  of  such  repeal.  There  is 
no  opposition  to  it ;  in  fact,  they  are  almost  unanimously  in  favor  of 
the  repeal  of  the  excess  profits  tax,  and  a  very  important  modifica- 
tion of  the  surtaxes.  As  a  substitute  for  this,  they  are  strongly  in- 
clined toward  the  application  of  a  sales  tax ;  but  as  matter  of  par- 
liamentary tactics,  we  afe  afraid  that  Congress  will  take  up  so  much 
time  in  considering  that  whole  program,  that  we  will  fail  of  relief 
in  the  building  industry  for  another  year,  and  another  building  sea- 
son; and,  therefore,  we  urge  the  earliest  possible  enactment  of  the 
Calder-Siegel  bill. 

The  Chairman.  We  thank  you,  Mr.  Parish.  We  are  very  glad  to 
have  had  you  come  here. 

Mr.  Parish.  I  thank  you,  sir. 

STATEMENT  OF  MB.  ETTOEFE  METEB,  JB.,  SEVEN  SFBINGS  FABM, 
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War 

Finance  Corporation  on  June  1,  and  have  been  resting  in  the  country 
since  then. 

The  Chairman.  I  believe  you  were  chairman  of  the  board  of  direc- 
tors of  that  corporation  ! 


RECOXSTRUCTIOX    AND  PRODUCTION.  417 

Mr.  Meyer.  Managing  director  was  my  title. 

The  Chairman.  W  ill  you,  just  in  a  word  or  two,  tell  us  what  the 
War  Finance  Corporation  was? 

Mr.  Meter.  The  War  Finance  Corporation  was  organized  in  ac- 
cordance with  an  act  of  Congress  in  May,  1918,  for  the  purpose  of  ex- 
tending financial  assistance  to  industries  necessary  and  essential  to 
the  conduct  of  the  war,  to  banks,  bankers  and  trust  companies  that 
financed  such  industries,  and  also  to  lend  funds,  in  case  of  need^  to 
savings  banks,  should  the  extraordinarily  heavy  financial  require- 
ments of  the  Government  during  the  war  create  any  difficulty  in  the 
savings  bank  situation  through  the  withdrawal  of  funds  lor  sub- 
scriptions to  United  States  Government  bonds  and  War  Savings- 
stamps. 

We  had  very  few  applications  from  savings  banks,  because  it  was 
found  that  the  savings  were  not  withdrawn  to  any  great  extent. 

The  Chairman.  And  that  despite  the  heavy  drain  on  the  banks  for 
the  purchase  of  Liberty  bonds  and  thrift  stamps,  and  so  forth? 

Mr.  Meyer.  Yes,  sir;  and,  of  course.  Senator,  as  a  member  of  the 
board  of  the  War  Finance  Corporation,  many  of  the  problems  which 
your  committee  is  investigating  were  more  or  less  frequently  called 
to  my  attention  in  Washington  during  the  war  and  since  the  armistice. 

I  think  we  exen  had  occasion  sometimes  to  confer  on  some  of  the 
vf  rv  problems  you  are  now  investigating. 

'fhe  Chairman.  I  recall  several  instances,  Mr.  Meyer, 

Mr.  Meyer.  Yes. 

The  Chairman.  And  that  is  the  reason  why  I  approached  you  sev- 
eral weeks  ago  and  invited  you  to  come  here  and  give  us  your  views 
on  these  important  questions  that  are  occupying  the  attention  of  the 
public  at  this  time.  1  knew  from  your  experience  in  the  Government 
service  on  that  important  board  that  you  had  made  some  study  of 
ihem,  and  I  was  hopeful  that  perhaps  you  might  helj)  us  somewhat 
in  the  matter,  and  I  am  very  glad  you  found  it  convenient  to  come. 

Mr.  Meyer.  When  I  found  you  were  devoting  your  vacation  time 
In  the  attempt  to  solve  some  of  the  problems  of  the  Government,  with 
wliich  you  were  struggling  all  through  the  sessions.  I  was  glad  to 
;rive  up  some  of  my  vacation  time  to  the  consideration  of  the  subject 
of  vour  investigations  when  you  invited  me  to  do  so. 

tlie  Chairman.  We  thank  you,  Mr.  Meyer. 

Mr.  AIkyer.  I  think  we  have  reason  for  pride  in  the  fact  that  our 
Senator  from  New  York  gives  himself  as  wholeheartedly,  as  you  do, 
fo  the  serious  problems  that  now  confront  the  country. 

Tlie  Chairman.  Thank  vou. 

Mr.  Meyer.  However,  i^enator,  I  think  that  even  if  you  had  not 
i«r<>ught  the  matter  to  my  attention,  I  could  not  help  thinking  about 
xhi.-se  problems.  Fundamentally  they  are  the  same  that  have  been 
•  on  fronting  us  for  three  years.  I  was  interested  in  the  wording  of 
}«iur  resolution,  because  while  in  part  it  directs  special  attention  to 
•lie  building  and  transportation  situation  as  affecting  housing  and 
r'Mniifacturing  establishments,  and  the  construction  necessary  for  the 
f.-rclorment  of  the  Nation's  resources,  it  recognizes  also  that  capital 
inj  labor  and  materials  have  been  diverted  on  a  large  scale  from 
'■hat  we  have  been  accustomed  in  the  past  to  consider  their  normal 
During  the  war  we  all  recognized  that  many  of  the  things  that 
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we  now  consider  essential,  and  always  did  consider  essential  in  peace 
times,  for  purposes  of  war  had  to  be  displaced  and  regarded  as  less 
essential  than  the  business  directly  related  to  our  military  purposes. 
The  diversion  of  labor  and  material  and  capital  was  entirely  in  the 
direction  of  war  activities.  Needed  housing  facilities  were  displaced, 
and  the  labor  and  material  and  capital  used  to  furnish  munitions  and 
supplies  for  our  Army  and  Navy,  and  for  the  armies  and  navies  of 
those  associated  with  us  in  the  war.  Other  shortages  which  now 
make  themselves  apparent  were  created.  At  the  time  of  the  armistice 
a  very  large  proportion  of  the  total  production  facilities  of  the  coun- 
try was  engaged  on  w  ar  business.  The  armistice  came  in  the  middle 
oi  November,  just  as  the  winter  season  began,  and  as  contracts  were 
canceled  both  by  the  European  nations  and  by  our  own  Army  and 
Navy  it  was  not  possible  to  turn  immediately  from  war  business  to 
the  business  that  is  necessary  for  peace.  Construction  work  in  most 
parts  of  the  country  could  not  have  been  resumed  at  that  season  of 
the  year,  even  if  there  had  been  a  disposition  to  do  so  and  a  realiza- 
ti(m  of  the  necessity  for  it.  Steel  mills  were  running  at  perhaps  60 
per  cent  of  their  capacity  in  the  spring  of  1910.  Labor  to  a  very  con- 
siderable extent  w^as  unemployed.  Buildings  might  have  been  erected 
then  that  are  needed  now,  but  construction  was  not  undertaken 
because  the  outlook  was  so  unclear  and  conditipns  Were  so  disorgan- 
ized. 

As  the  ^pring  went  on  it  became  apparent  that  prices  were  not  go- 
ing back  to  the  [)!vwar  level.  Coiisuniption  proceeded  on  a  large 
scale  and  shortage^-i  in  goo<ls  began  to  develoj).  People  who  had  hesi- 
tated to  buy,  who  had  liesitated  to  prcK-eed  with  their  enterprises,  and 
who  had  delayed  in  ]^lacing  coiitracts  for  building,  awoke  suddenly 
to  the  unfilled  needs  and  all  at  once  everybody  together  started  in  to 
buy  and  to  build.  That  created  the  biggest  buying  stampede  ever 
seen  in  the  history  of  the  world  in  peace  times.  This  began  in  June, 
1919,  and  lasted  all  through  the  fall  and  prettv  well  into  the  spring 
of  1920. 

Rising  prices,  scarcity  of  labor  and  material,  and  an  expanding  de- 
mand for  capital  characterized  the  period.  In  that  competition  tht 
price  of  capital  advanced  as  well  as  the  prices  of  materials  and  the 
cost  of  labor.  The  building  business  has  to  be  regarded  from  a  long- 
time point  of  view,  and  the  cost  of  a  building  has  to  be  thought  of 
in  terms  of  a  rental  return  over  a  long  period.  In  such  a  period  of 
excited  buying,  of  rapid  price  rises,  and  of  scarcity  of  labor,  capital 
naturally  was  diverted  to  the  more  speculative  enterprises — ^to  the 
luxuries  and  the  nonessentials,  as  we  call  them,  because  they  have  less 
relation  to  permanent  economic  conditions.  This  has  brouglit  home 
to  you  and  to  all  of  us  the  fact  that  with  any  widespread  credit  strain, 
building  is  checked.  Building  activity  which  may  have  been  gen- 
erated in  a  period  of  easier  capital  conditions  or  easier  conditions  with 
regard  to  labor  and  material  culminates  in  a  period  of  excited  com- 
petition for  capital,  labor,  and  material,  and  history  proves  that,  this 
is  always  true.  Therefore,  the  industrj'  has  suffered  actually  and 
relatively  from  the  general  strain  of  an  overextended  credit  struc- 
ture. I  think  your  problem  in  this  way  touches  the  fundamentals 
of  the  whole  financial  and  economic  situation,  and,  as  I  said  before, 
you  recognize  this  in  your  resolution. 
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Vour  building  problem  is  only  one  part  of  u  condition  in  which 
the  whole  financial  situation  is  the  determining  factor.  Personally, 
I  do  not  believe  so  much  in  temporizing  remedies  that  might  be  ap- 
plied to  a  situation  of  this  kind  as  I  do  in  permanent  and  funda- 
mental measures  designed  to  ameliorate  the  difficulties  which  hamper 
the  building  industry  and  the  construction  industry,  as  well  as  all 
other  essential  industries.  And  so,  when  you  asked  me  to  consider  the 
problem,  I  chose  to  consider  it  principally  from  the  broader  economic 
and  financial  point  of  view,  and  to  see  if  I  could  bring  to  you  some 
concrete  recommendations  which  might  attack  the  evil  at  its  source, 
and  by  applying  measures  designed  to  cure  the  difficulties  produce  a 
result  which  would  be  beneficial  to  your  particular  problems  as  well 
as  to  others. 

It  is  a  commonplace  saying,  but  none  the  less  true,  that  we  can  not 
pro<luce  new  capital  except  from  our  savings — from  our  surplus  pro- 
<luction  of  material  wealth  over  our  consumption  of  material  wealth. 
If  buildings  are  to  bft  constructed,  they  must  be  constructed  out  of  the 
^:lvings  of  the  time.  We  have  been  trying  to  do  too  much  at  once, 
(n'dit  can  only  be  called  ujjon  to  act  as  th6  machinery  to  transfer 

•  aj)ital  and  savings  from  one  part  of  the  country  to  another,  or  from 
'»ne  industry  to  others.  Capital  representing  savings  has  been  scarce 
and  inadequate  for  all  of  the  purposes  for  which  it  has  been  in  de- 
inanil.  Not  only  have  we  had  to  endeavor  to  meet  all  of  the  current 
.in«l  |if>stponed  requirements  of  our  own  countr}^,  but  owing  to  the 
It^a^vtation  in  Europe,  with  many  of  the  countries  of  the  world  call- 
.nir  u|K>n  America  as  the  source  of  .supply  for  all  materials,  and  also 
for  capital  to  finance  their  depletcMl,  war-worn  industries,  we  have 
♦*rnli»avored.  somewhat  unscientifically,  to  do  all  of  these  things  at 

•Ml'  f». 

The  result  is  the  banking  strain  about  which  we  have  all  heard  so 
^iu<h  during  the  past  few  months.  Xevertheh'ss,  at  the  present  time 
Miere  are  certain  signs  of  an  abatement  of  the  feverish  activities,  and 
X  mmilier  uf  the  commodities  thai  had  the  most  spectacular  rises,  or 
"  pf  niost  spi'culatively  dealt  in,  have  declined,  and  declined  so 
rd.lifally  as  to  show  that  something  fundamental  is  causing  the  re- 
•»>if»n  uf  the  tide  that  swept  onward  and  upward  in  the  fall  of  1919 
»iid  in  the  spring  of  this  year.  For  instance,  silk,  which  was  bought 
!■  huge  quantities  at  high  prices,  has  declined  very  radically;  and  a 
"  irnber  of  other  commocfitieis — leather,  coffee,  tea,  wool,  woolen 
J'^hIs,  cotton,  and  cotton  goods.    T  understand  from  the  pai)ei*s  that 

inlding  materials,  which  rose  greatly,  are  also  tending  downward 

h  price.    Labor,  which  was  so  greatly  lacking,  is  not  quite  so  sc^arce. 

TfieiT  are  ceilain  natural  economic  laws   which  are  operating  to 

-ruwly  the  situation  that  you  are  considering;  perhaps  not  with 

iTjrient  rapidity  to  suit  all  of  us,  but  nevertheless,  thev  are  at  work. 
l'»'it  the  big  problem  and  the  fundamental  questicm  is  how  to  get 

'ir»T  sjivingy  out  of  the  producticm  of  the  country.    These  must  l)e 

•■.lne<i,  if  at  alK  from  tlie  great  body  of  the  people.    People,  who 

•  •*  formerly  great  savers,  are  now  obliged  to  nay  such  heavy  in- 
■  '.r  taxes  ff»r  the  expenses  of  (lovernment  that  tliey  have  very  little 

:i  for  investment. 
I  fitrefon*,  following  up  that  idea,  aiul  Inving  had  sonip  ex|)erience 

•  Mfwidfrintr  ihi*^  prolileni  as  a  nu»mb<T  (»f  i\n*  \sar-s;ivings  nrganiza- 
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.  tion  in  Washington,  1  have  been  trying  to  find  a  way  in  which  we 
could  get  a  huge  amount  of  savings  in  the  aggregate,  but  from  a  very 
gteat  number  of  people,  and  in  smaller  indivioual  amounts.  Great 
numbei's  of  our  population  bought  Liberty  bonds  during  the  war; 
great  numbers  bought  war-savings  stamps;  but  that  was  done  as  a 
patriotic  act ;  they  had  never  been  accustomed  to  doing  it  before  the 
war,  and  they  are  not  in  the  habit  of  doing  it  now. 

To  state  my  conclusion  so  that  you  may  Know  what  is  in  my  mind, 
the  thing  that  seems  best  to  me,  is  to  collect  a  large  amount  of  sav- 
ings from  the  great  mass  of  the  people  by  extension  and  expansion 
of  the  Postal  Savings  System  of  the  United  States  Government.  The 
stock  and  mutual  savings  banks  of  this  country  have  a  total,  roughly, 
of  eleven  and  a  half  million  depositors.  The  number  of  depositors 
in  the  Postal  Savings  System  is  565,500.  While  these  totals  seem 
large,  and  while  the  total  savings  represented  are  about  six  thousand 
million  dollars,  the  figures,  in  my  opinion,  are  rea^y  small  in  proDor- 
tion  to  the  possibilities.  The  figures  which  I  have  here,  publisheu  by 
the  Department  of  C\)mmerce — the  Statistical  abstract — indicate 
that  in  all  countries  where  there  are  well  developed  postal  savings 
banks,  theie  are  a  great  number  of  savings-bank  depositors.  There- 
fore, 1  think  it  is  fair  to  assume  that  it  we  had  a  well  developed 
l*ostal  Savings  System  here,  we  would  have  a  very  much  larger  num- 
ber of  deix)sitors,  although  our  average  deposit,  which  is  the  largest 
of  any  of  the  important  countries  in  the  world,  might  be  lower  than 
it  now  is.  The  aggregate  amount,  however,  would  be  very  much 
larger,  in  my  opinion.  Countries  like  the  United  Kingdom  have 
out  of  a  population  of  42,'279,0()0,  savings-deposit  accounts  of  17.- 
1>(>(),(M)0 — about  40  per  cent  of  the  population.  Norway,  Denmark, 
Belgium,  Holland,  and  Switzerland  all  show  about  the  same  figures. 
Switzerland,  having  3.SS(),()(M)  population,  has  over  'i,0(){),000  savings- 
bmvk  (lep;)/iTors — more  ih:)n  liaif--«)\or  .')0  per  ceiit  of  ihe  cotal 
population,  men,  women,  and  children  have  a  savings-deposit  account. 

The  foreign  countries  mentioned,  Avith  a  total  population  of 
181,357,000  had  savings  depositors  to  a  total  number  of  77,000,000. 
Over  42  per  cent  of  the  population  were  savings-bank  depositors  as 
against  about  11  per  cent  in  the  United  States.  And  in  the  United 
States  less  than  one-half  of  1  per  cent  of  the  people  have  Government 
savings  deposits.  A  very  large  population  in  this  country,  native 
and  foreign  born — particularly  forei^  born — ^trust  the  United 
States  Government,  and  do  not  trust  ordinary  banlcs  or  savings  insti- 
tutions. 

There  are,  roughly,  6,300  postal  savings  banks  in  the  United  State> 
now.  There  are  54,000  post  offices,  branches,  and  substations.  I  see 
no  reason  why  every  one  of  these  post  offices,  branches,  and  substa- 
tions should  not  become  a  savings  bank  for  the  mass  of  the  people. 
What  has  retarded  the  development  of  the  svstem  in  this  count rj' 
more  than  anything  else,  is  the  fact  that  the  law  only  allows  2  per 
cent  on  deposits,  and  there  is  no  inducement  for  depositing  at_  2  ]K»r 
cent  per  annum.    It  attracts  no  one;  it  does  not  inspire  a  spirit  of 

thrift. 

The  Chairman.  Do  you  not  think  that  rate  was  fixed,  Mr.  Meyer, 
so  that  the  deposits  would  not  be  attracted  from  the  savings  banks  ? 

Mr.  Meyer.  Yes ;  I  think  perhaps  there  was  fear  on  the  part  of  the 
savings  banks  that  if  the  United  States  Government  established 
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postal  saving  banks,  heavy  withdrawals  from  stork  and  mutual  sav- 
ings institutions  might  ensue.  Other  provisions  of  the  original  law, 
some  of  which  have  oeen  changed  in  the  meantime,  indicate  the  same 
thing.  For  instance,  originally  not  more  than  $100  a  week  could  be 
deposited  by  any  one  individual.  So  little  need  was  found  for  the 
rule  that  the  rcsstriction  was  removed.  Originally  the  total  maxi- 
mum deposit  was  limited  to  $500.  This  was  subsequently  raised  to 
$2,500. 

The  experience  of  the  war  has  demonstrated  certain  results.  Dur- 
ing; that  period,  in  the  name  of  patriotism,  every  citizen  was  called 
upon  to  nelp  the  Government  by  subscribing  to  Government  bonds 
and  war-savings  stamps.  On  behalf  of  the  Nation's  safety  a  most 
intensive  campaign  was  carried  out  successfully  with  the  widest 
I'lihlicity.  The  banks  and  bankers  of  the  country  generally  co- 
•'perated  most  patriotically,  loyally,  and  successfully,  and  we  raised 
!ii  1917, 1918,  and  1919  over  $25,000,000,000  for  the  financing  of  the  re- 
♦luirements  of  the  United  States  Government,  and  yet,  Mr.  Chairman, 
tlie  deposits  in  the  savings  banks  did  not  suffer  during  this  period. 
>o  while  the  low  rate  was  fixed,  as  you  suggest,  so  as  not  to  disturb 
the  deposits  of  the  savings  banks,  it  is  fair  to  assume  that  the  savings 
'  .inks  are  not  warranted  in  entertaining  the  same  apprehensions  now, 
in  the  light  of  our  experience  of  the  past  three  years. 

The  Chaibhak.  Mr.  Meyer,  have  you  any  fij^res  indicating  the 
n ;t:ii  subscriptions  to  Liberty  loan  issues  by  savings  banks? 

^f  r.  MsTER.  I  have  not. 

The  Chairman.  Would  you  make  an  estimate  ? 

Mr.  Meyer.  No  ;  I  do  not  believe  I  could.  All  during  the  war  they 
-  :l's  ribed  to  all  they  could,  and  I  know  that  since  the  decline  in 
'»"vemment  securities,  the  savings  banks  and  life  insurance  com- 
f'^nies  have  been  very  large  investors  in  Government  securities.  It 
t"^»k  almost  all  of  last  year  for  some  of  the  institutions  that  had 

iKribed  for  the  various  Libertv  loans  and  for  the  Victory  loan  in 

-Vi>\  1919,  to  accumulate  enough  revenue  to  pay  off  the  entire  pur- 

'.A.^  price;  and  this  spring  I  know  that  having  done  that,  they 

•  \»-  continued  to  be  verv  large  buyers  of  Government  securities. 
I  ::.'ntioned  to  you  when  Tbegan  to  speak  that  the  War  Finance  Cor- 
:  'ution  had  authoritv  to  lend  a  part  of  its  enormous  resources,  if 
r ••^  Iwl,  to  savings ban^. 

1  his  authority  was  granted  upon  the  idea  that  there  might  be 

'1  Irawals  by  depositors  for  the  purpose  of  subscribing  to  Gov- 
• ''  r.i»nt  loans;  but,  as  I  told  you,  we  loaned  only  nominal  amounts 
*      Ming5  banks.    In  fact,  we  never  had  applications  for  any  con- 

'  "a)*le  amounts,  and  as  far  as  I  know  there  were  absolutely  none 
li  were  attributed  to  withdrawals  of  deposits.    I  never  heard  of 

:'»rtant  withdrawals  from  savings  banks.     Nevertheless,  in  con- 

*  on  with  the  suggestion  that  I  am  making,  if  there  were  to  de- 
1*  any  well-irrounded  reason  for  fearing  that  the  rapid  extension 

t  :•♦»  (fovernment  Postal  Savings  System  would  result   in  with- 
.» .lis,  I  s«»e  no  nnison  whv  such  a  contingency  should  not  be  pro- 

•  i  for.    TTiis  could  be  (fone  and  at  the  same  time  all  the  other 
/-  Js,  which  I  Mieve  could  be  attained  under  this  proposal,  could 

ji**  arromplished. 
!v  opinion  is  that  we  could  raise  a  very  large  aggregate  amount 
t'-ln  a  year.    That  is  only  an  opinion,  and  a  great  deal  would  de- 
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pend  upon  how  the  plan  was  administered.  The  statement  might  be 
challenged,  but  T  think  that  if  undertaken  in  the  right  way,  with  the 
proper  organization,  and  with  proper  administrative  methods,  we 
could  raise  in  the  I^ostal  Savings  System,  for  the  use  of  the  Govern- 
ment and  to  the  great  benefit  of  the  general  situation,  enough  to  pay 
off  the  entire  floating  debt  of  the  United  States  Government,  amount- 
ing to  something  near  $2,500,000,000. 

If  we  did  that,  it  would  have  extremely  important  results  on  the 
problem  that  you  have  in  mind  and  on  the  whole  financial  situation, 
because  it  is  the  constant  borrowing  by  the  United  States  from  the 
banks,  very  largely,  that  is  absorbing  our  liquid  capital.  The  rate 
on  those  certificates  has  advanced  to  6  per  cent,  and  therefore  all 
interest  rates  start  from  6  per  cent,  because  6  per  cent  is  the  rate 
paid  by  the  very  best  borrower,  our  own  Government,  and  for  a 
period  of  only  one  year.  No  other  borrower's  credit  can  compete 
with  that  of  the  United  States  in  the  United  States. 

The  Chairman.  They  are  tax  exempt,  too,  are  they  not? 

Mr.  Meyer.  They  have  tax  exemption  to  the  extent  of  the  normal 
tax,  but  they  have,  in  addition,  another  feature  that  makes  them 
extremely  attractive  and  to  be  preferred  to  many  other  forms  of 
investment  for  certain  purposes.  They  are  counted,  when  held  by 
large  corporations,  as  invested  capital,  and  the  corporations  are  en- 
titled to  an  8  per  cent  return  on  them  before  any  excess-profits  taxes 
begin  to  accrue.  This  gives  them  a  special  and  exceptional  value, 
which  is  also  shared  bv  Victory  notes  and  Liberty  bonds. 

Now,  if  we  were  able  to  develop  a  postal  savings  system  which 
would  attract,  say,  even  if  not  all  of  the  amount  I  have  named,  a 
considerable  part  of  it,  we  would  get  the  money  at  a  very  much  lower 
rate  than  the  Government  is  now  paying.  I  think  it  is  fair  to  say 
that  the  certificates  on  which  the  Government  pays  on  their  face  6 
per  cent  cost  not  less  than^G^  per  cent  when  you  consider  the  normal 
tax  exemption,  the  8  per  cent  allowance  on  invested  capital,  and 
the  deposit  of  the  proceeds  of  the  issues  in  banks  at  lower  rates  than 
the  Government  pays.  I  think  that  the  Treasury  certificates  could  be 
retired  out  of  the  savings  of  the  great  mass  of  the  people,  in  small 
amounts  per  individual,  but  great  in  total.  This  opei*ation  would 
not  only  save  interest  but  would  relieve  the  Federal  Reserve  System 
of  the  present  n^eed  for  rediscounting  about  $350,000,000,  and  it  would 
increase  automatically  the  Federal  reserve  banks'  reserves.  Further- 
more, if  the  certificates  could  be  withdrawn  through  the  substitu- 
tion of  postal  savings,  the  present  holders  would  be  compelled  to  a 
great  extent  to  come  into  the  market  for  Victory  notes  and  Liberty 
bonds.  In  my  opinion  this  purchasing  would  advance  the  prices 
from  5  to  10  per  cent  within  a  year.  So  that  while  we  are  discussing 
building  construction,  bear  in  mind  that  an  advance  of  10  per  cent, 
or  even  5  per  cent,  in  the  price  of  Liberty  lx)nds  would  tend  to 
remove  the  competition  of  Government  loans  at  the  level  of  their 
present  high  yield  with  capital  which  is  required  in  housing  and 
construction. 

Furthermore,  the  rise  in  prices  of  Liberty  bonds  and  the  deman  I 
from  cash  investors  for  them,  if  it  could  be  brought  about  ntmn  tW 
solid  basis  of  savings,  would  relieve  the  banks  that  are  lendinii 
large  amounts  of  money  on  Liberty  bonds,  as  well  as  on  cerrifioates 
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of  indebtedness  of  the  Treasury,  so  you  would  produce  u  very  gen- 
eral and  healthy  absorption  of  the  (lovernment's  securities  in  the 
hands  of  the  cash  investor;  and  that,  of  course,  must  come  to  pass 
l^efore  there  will  be  any  important  permanent  improvement  in  the 
jreneral  financial  situation.  Such  are  the  first  direct  results  that  I 
anticipate  from  the  proposal.  I  speak  of  the  first  year,  but  there  is 
the  second  and  the  third  year  and  all  the  following  years.  With 
successful  administration  and  whole-hearted  support  of  the  plari,  I 
foresee  the  nbilitv  to  pay  off  the  Victory  lonn.  amountin*^  to  over 
5i4,(K)(MMK),(MK),  upon  maturity  in  May,  192H.  That  is,  we  .sliould  be 
financing  two  and  a  half  billions  of  dollars  of  Treasury  certificates 
and  about  four  billions  of  Victory  loan  notes.  It  would  be  a  little 
inuler  four  billion;  probably  the  sinkin«:  fund  would  have  reduced 
the  amount  by  that  time — 6y  1923— -ana  our  Liberty  bonds  should 
Ik?  worth  very  close  to  par.  The  anticipation  of  these  results  and 
the  knowledge  of  what  may  happen  and  is  in  the  course  of  hap- 
|)ening  would  favorably  affect  the  .sentiment  of  the  country,  and 
sentiment  has  a  great  deal  to  do  with  fixing;  the  price  of  capital. 

We  have  all  b^n  looking  for  ways  of  stimulating  savings,  recog- 
nizing that  savings  are  necessarj^  to  the  situation,  and  here  is  an 
ajrency  already  in  existence  which  could  be  expanded  with  relatively 
little  additional  expense  involved.  You  would  have  to  consult  the 
Post  Office  Department  to  find  out  what  the  development  of  the 
Postal  Savings  System  on  a  large  scale  would  involve,  but  you  would 
find  it  woid<r  be  an  infinitesimal  part  of  the  cost  of  financing  the 
Nation  which  is  now  laid  as  a  burden  upon  the  people. 

Furthermoi-e,  this  proposal  would  also  have  a  vast  and  favoi'al)le 
indirect  result;  I  think  there  are  anywhere  from  $100,00(),()()()  to 
s2iM»,0(K),(HK)  annuall}'  going  into  the  hands  of  get-rich-<]uick 
swindlers. 

With  the  spirit  of  thrift  that  would  be  inculcated  by  having  the 
Postal  Savings  idea  brought  home  to  every  man,  woman,  and  child 
in  the  country,  I  think  we  could  change  the  psychology  of  spending 
into  the  psychology  of  saving,  and  I  think  that  $500,000,000  a  year  is 
a  low  estimate  oi  the  potential  increase  in  savings. 

The  Chairman.  What  are  the  deposits  in  the  Fostal  Savings  bank 
n«iw,  tlo  you  kpow  ? 

Mr.  Mkyer.  The  report  for  June  30,  1919,  shows  the  insignificant 
tiiCal  of  $167,(KH),000. 

The  CiiAiiniAX.  1919? 

Mr  Mkvkk.  That  was  of  June  30,  1919. 

TFie  Chairman.  You  have  not  the  ficfures  for  1920  yet? 

Mr.  Mevek  Xo.  The  report  of  the  Postmaster  (ieneial  is  not  yet 
pulili.shed.  Xo  doubt  the  figures  can  be  obtained  from  the  Postina.'-lcr 
'General. 

The  (*HAU(MAN    1  see. 

Mr.  Mkvkr.  $167,323,200,  t<>  l>e  exact,  on  July  1.  1919. 

Tlie  Chairman.  Mr.  Meyer,  the  Government  now  pays  2  i)er  cent 
on  tluisi^  de|)o.sits,  dot»s  it  not? 

Mr.  Mktkr.  Yes,  sir. 

The  Chairman.  And  they  are  reckoned  every  six  months,  or  rwry 
jemr? 

Mr.  Meter,  Interest  is  paid  only  on  deposits  of  a  year  or  n)ore.  and 
no  intereiji  is  paid  for  any  part  of  a  year.    The  average  d«»po>it  i^ 
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$'295  in  the  Postal  Savinpfs  System,  and  the  average  is  $516  in  the 
stock  and  mutual  savings  banks. 

The  Chairman.  Your  theory  is  that  by  increasing  the  rate  of 
interest 

Mr.  Meyer  (interposing).  Yes;  I  have  said  4  per  cent,  but  that 
should  be  subject  to  inveibigation  and  consideration.  I  have  been 
spending  most  of  my  time  this  summer  on  the  farm.  Senator^  and  I 
can  not  say  that  I  am  absolutely  decided  that  4  per  cent  is  the  magic 
rate  to  produce  that  result  and  conserve  the  situation  generally,  but  it 
appeals  to  me  as  being  an  appropriate  rate  for  a  Government  savings 
depositor. 

The  Chairman.  And  then  you  would  increase,  of  course,  the 
amount  that  any  one  person  could  deposit? 

Mr.  Mever.  That  amount  has  been  increased  first  from  $500  to  a 
thousand  dollars,  and  it  has  been  since  increavSed  to  $2,500.  Savings 
banks  in  New  York  State,  I  think,  have  increased  the  limit  up  to 
$5,000  for  any  one  individual  depositor. 

1  have  given  you  only  a  few  of  the  important  primary  results.  An 
incidental  result,  but  a  very  important  one — and  on  this  point  I  know 
that  any  figures  given  can  only  be  an  estimate — is  the  oringing  out 
of  hoarded  coin  and  currency,  for  I  believe  from  what  I  have  heard 
of  the  cash  hoardings  of  people  of  small  means,  which  were  brought 
out  during  the  war  to  pay  for  Liberty  bonds,  that  you  may  safely 
count  on  $250,000,000  of  hoarded  coin  and  currency  being  withdrawn 
from  stockings,  where  it  is  now  reposing,  and  being  added  to  the  cur- 
rency and  banking  facilities  of  the  country.  In  other  words.  Senator, 
T  think  the  direct  financial  saving  would  amount  probably  to  a  thou- 
sand  million  dollars  a  year  to  the  people  and  to  the  Government  of 
the  United  States.  If  I  am  right  in  my  idea,  and  if  the  idea  can  be 
carried  out  successfuUvj  the  indirect  results  would  be  the  general 
reduction  in  the  rate  of  interest,  first  by  relieving  the  situation  from 
the  pressure  of  this  Government  financing  at  a  cost  of  6  per  cent  to 
6^  per  cent,  from  which  point  all  other  financing  starts  as  to  rate,  and 
secondly  by  bringing  in  the  savings  of  small  people,  thus  furnishing 
additional  capitsd. 

There  is  another  financial  problem  with  which  I  have  had  a  good 
deal  to  do  in  the  War  Finance  Corporation.  You  were  most  heli)ful. 
Senator,  in  passing  the  amendment  by  which  we  were  authorized  to 
extend  loans  for  foreign  trade  to  a  total  amount  of  $1,000,000,000. 
We  did  not  lend  very  large  amounts — I  think  it  was  a  total  of 
$80,000,000,  when  the  Secretary  of  the  Treasury  requested  the  War 
Finance  Corporation  to  discontinue  advances  under  the  amended 
act.  At  this  time  when  our  minds  are  turned  so  generally,  as  they  arc, 
toward  international  affairs  and  our  international  economic  position, 
a  restoration  to  a  sound  financial  condition,  which  can  only  be  pro- 
duced by  causing  our  savings  to  be  increased,  is  of  almost  critical  im- 
portance. You  read  about  loans  being  placed  by  foreign  nations,  but 
they  are  paying  prices  for  capital  with  which  domestic  construction 
requirements  can  not  compete.  They  have  to  pay  any  price — they 
have  to  pay  such  a  price  as  will  bring  it,  because  they  can  not  get  it 
anywhere  else;  and  the  foreign  Governments  that  owe  our  people 
money  on  maturing  indebtedness,  are  not  going  to  permit  a  default, 
no  matter  what  the  rate  of  interest  may  be.    Belgium  raised  money, 
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l)ut  at  very  high  rates — rates  that  you  could  not  think  of  paying  for 
building — and  as  long  as  this  competition  for  an  inadequate  supply 
of  capital  continues,  you  will  have  the  prevailing  excessive  rates.  The 
cost  of  capital  can  only  be  brought  down  by  increasing  the  supply  of 
saving  in  the  country.  From  our  international  point  of  view  the 
financial  problem  is  of  the  greatest  importance  and  an  increase  in 
savings,  such  as  I  hope  may  be  obtained  from  a  well -developed  Postal 
Savings  System,  would  favorably  influence  our  entire  future. 

Senator^  if  this  proposal  seems  interesting  and  worth  considering, 
1  think  it  would  be  well  for  ^our  committee  to  call  before  it  a  number 
of  people  who  may  be  qualified  to  testify  on  the  general  subject,  or 
on  particular  phases  of  it.  I  think  it  is  of  sufficient  importance  to  be 
investigated,  and  if  it  is  worth  investigating,  it  is  worth  investi- 
irating  thoroughly.  If  it  seems  to  you  a  helpful  plan,  you  should  l^e 
prepared  to  submit  a  bill  to  Congress  when  it  meets.  The  officials  of 
the  Post  Office  Department  should  l)e  consulted  on  administration,  the 
Treasury  Department  on  general  (iovemment  fiscal  conditions,  and 
the  Federal  Reserve  Board  on  the  banking  situation.  Naturally, 
sa\ings-bank  officials  and  officials  of  other  financial  asso(!iations,  as 
well  as  bankers,  financiers,  and  economists  generally,  ought  to  be  able 
to  crive  you  help.  In  addition  to  that,  I  think  you  mi^ht  get  a  very 
valuable  sidelight  on  how  tjie  idea  would  meet  the  public  sentiment — 
what  sort  of  a  popular  response  it  would  meet — if  you  were  to  see 
some  of  the  representatives  of  industrial  lnl)or  and  farm  organizations 
and  national  organizations  generally. 

A  new  orgHiii/  ition  woultl  be  necessary  if  the  Postal  Savings  Sys- 
t«ni.  which  is  now  under  the  Third  Assistant  Postmaster  General, 
u»*rp  extended.    If  it  ran  into  the  billions,  as  I  anticipate,  it  would  re- 

•  iiire  a  board,  of  which  I  think  the  Postmaster  (leneral,  the  Secretary 
'•I  the  Treasury,  the  irovernor  of  the  Federal  Reserve  Bourd,  and  sucn 
"ther  public  officials  as  might  seem  wise  to  the  committee  should  he 
rnHml)ers.  One  thing  in  connection  with  this  plan,  of  which  I  am 
>trongly  convinced,  is  that  if  it  is  to  ho  made  a  success  it  must  '^e 
niade  so  by  the  women  of  the  country,  hecaiise  the  women  control  the 
♦'\f4»nditures.  It  is  essentially  a  proposition  for  the  women  of  the 
<"'Mintrv  to  make  it  effective,  if  it  can  i)e  made  effective,  and  I  hidieve 
It  ran.  I  have  discussed  the  subject  with  some  of  the  i)roininent 
Women— women  who  have  given  much  thoiiixht  to  national  prob- 
lems— and  I  have  been  very  much  pleas(Ml  witli  their  attitude  on  the 
'-nlgect.  They  seem  to  realize  the  magnitude  of  the  ])roposition,  and 
to  receive  the  idea  very  favorably,  and  they  have  expressed  their  wil- 
hngness  to  help. 

At  this  time  when  the  women  have  just  obtained  the  franchise,  I 
til  ink  the  development  of  the  Postal  Savings  System  would  be  an 
'•l**al  activity  in  which  to  enlist  their  interest.     I  believe  they  would 

♦  r^dertake  it :  I  l)elieve  they  would  succeed  in  obtaining  the  result  we 
I  "p^  for.  I  have  in  mind  that  if  any  plan  is  adopted  along  these 
1  ries  the  women  should  be  consulted;  they  should  have  a  voice  in 
t  and  a  nlace  in  whatever  organization  may  be  necessary  to  handle 

it      I  believe  that  they  woulci  be  just  as  capable  of  doing  it  as  the 
'I  ♦•n  an*. 

The  CiiAiKMAX.  Mr.  Meyer,  under  our  ))resent  system  in  the  Postal 
^uvings.  the  money  obtained  by  deposits  has  been,  in  turn,  deposited 
Ti  onr  national  banks,  I  believe? 
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Mr.  Mlyer.  The  funds,  for  the  most  part,  are  deposited  at  2^  per 
cent.  Simply  at  one-half  of  1  per  cent  above  the  rate  paid  by  the 
(jovernment. 

Tlie  Chairman.  They  deposit  in  banks  connected  with  the  Federal 
Keserve  Systeni^  at  a  rate  of  either  2^  or  2 J  per  cent? 

Mr.  Meyer.  It  is  2i  per  cent.  The  Postal  Savings  System  has  an 
investment  of  $25,0()(),00()  in  United  States  Government  Liberty  loan 
bonds.  They  also  have  $5,()0{),000 — or  had  in  June,  1919 — in  United 
States  I*ostal  Savings  2^  per  cent  bonds.  A  depositor  having  reached 
the  limit  of  his  deposit  can  ask  for  a  tax  exempt  2J  per  cent  20-year 
bond,  which  has  been  done  on  a  very  small  scale — so  small  that  we 
do  not  need  even  to  think  about  it.  The  post-office  savings  depart- 
ment has  alwavs  redeemed  them  on  demand. 

The  Chairman.  The  law  wuU  have  to  be  changed,  of  course,  in 
connection  with  the  method  of  depositing? 

Mr.  Meyer.*  I  think  that  under  present  conditions  there  would  be 
no  occasion  to  deposit  at  all,  and  tne  law  should  be  changed  so  that 
the  money  is  deposited  only  to  a  small  extent,  instead  of  65  per  cent 
being  depositeil,  as  at  present.  There  are  many  interesting  details 
about  which  I  ha^e  thought  a  good  deal,  but  which  I  have  not  come 
prepared  to  discuss  at  length.  It  would  be  better  to  wait  until  you 
have  reached  a  conclusion  on  the  general  idea.  I  thought  it  would  be 
well  to  relieve  the  discussion  of  the  details  until  then.  The  Govern- 
ment has  outstanding  paper  on  a  6  per  cent  basis,  and  its  bonds  may 
be  bought  in  the  market  at  a  5i  to  6  per  cent  basis;  why  should  it  not 
invest  the  Postal  Savings  in  its  own  paper,  rather  than  to  deposit 
them  in  the  banks? 

The  Chairman.  At  2^  per  cent? 

Mr.  Meyer.  At  any  rate.  Of  course,  2^  per  cent  is  not  apurooriate 
under  present  conditions  at  all.  The  2  p^r  cent  rate  wrs  nxea  at  a 
time  %vluii  the  (joAernment  (Md  not  need  money  and  did  not  want 
money.  It  was  a  facilitv  provided  during  the  administration  of  Mr. 
Taft/when  Mr.  Frank  rtitchcock  was  Postmaster  (reneraK  and  it  was 
r(»garded  as  a  measure  to  give  foreigntrs  a  chanci*  to  plaiv  tlie'r  funds 
in  a  way  that  would  seem  safe*  but  not  in  a  way  that  w.juUl  make  it 
attractive  to  thorn;  it  was  merely  a  safe-deposit  proposition.  Now. 
when  the  Government  wants  money,  when  niore  than  ever  we  need  to 
stimulate  savings,  a  2  per  cent  rate  to  depositor  is  unfair,  and  there 
is  no  occasion  to  make  deimsits  at  2J  per  cent  in  the  banks  when 
Treasury  paper  can  l)e  bought  at  G  per  cent. 

The  Ohairman.  At  a  time  when  the  entire  financial  and  economic 
fabric  has  chaiiged? 

Mr.  Meyer.  Exactly. 

The  Chairman.  Your  proposition  has  a  great  deal  of  merit  in  it 
and  commends  itself  to  me.     I  tliank  you  for  bringing  it  to  us. 

Mr.  Meyer.  It  was  the  most  fundamental  recommendation  that  I 
could  make.  Senator,  and  if  it  finds  favor  wath  your  committee  1 
shall  be  pleased. 

Mr.  Parish.  Mr.  Chairman,  I  was  just  wondering  if  I  might  im 
permitted  to  ask  Mr.  Meyer  a  question  or  two. 

The  Chairman.  Very  well,  if  Mr.  Meyer  is  agreeable  to  it. 

Mr.  Meyer.  Yes;  certainly. 

Mr.  Parish.  Having  reference  entirely  to  the  volume  of  mort- 
gages that  are  held  by  savings  banks,  I  was  a  little  bit  concerned  as 
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to  how  these  postal  savings  banks  would  compete  with  the  regular 
banks — whether  they  would  not  drive  them  out  of  business? 

Mr.  Meiter.  The  liistory  of  the  war,  as  I  stated,  shows  that  the 
<Tovernment,  while  callini^:  for  very  much  lar*2:er  amounts  than  we 
are  discussing  now,  did  not  cause  any  important  withdrawal  from  the 
savings  banks.  I  happened  to  be  in  a  situation  where,  if  that  had 
'Kcurred,  I  woiUd  Juive  known  of  it,  because  we  were  authorized  to 
l^iid  to  savings  banks  in  case  the  contingency  you  mention  should 
Happen.  Xow,  then,  if  there  is  such  a  (hmger  as  you  have  mentioned, 
a  hill  designed  to  expand  the  Postal  Savings  System  might  contain  a 
provision  to  afford  the  saving  banks  relief  in  case  of  need.  But  we 
would  afford  a  greater  relief  to  real  estate  and  financing  generally 
through  a  restoration  to  a  sound  basis  of  the  entire  financial  struc- 
ture, starting  with  the  United  States  Treasury's  finances,  than  we 
would  in  any  other  way. 

Mr.  Pabish.  I  think  that  point  is  a  very  strong  and  admirable  one. 

Mr.  Meter.  Tou  can  not  cure  the  present  troubles  by  temporary 
expedients.    You  must  strike  right  at  the  root  of  it. 

Mr.  Parish.  There  is  no  question  about  that.  It  would  tend  to 
<^abilize  interest. 

Mr.  Meter.  It  would  tend  to  reduce  interest  charges  all  along  the 
line,  and  it  would  tend  to  increase  the  supply  of  capital  available  for 
ill  purposes,  and  would  reduce  the  cost.  That  is  what  you  desire,  is 
It  not? 

Mr.  Parish.  Yes.  The  only  point  that  I  am  apprehensive  about 
at  all,  Mr.  Meyer,  is  this :  \Mietner  it  would  not  disturb  tlie  business 
"f  the  savings  banks  by  increasing  the  rate  of  interest  of  the  postal 
^^nvings  banks  to  4  per  cent.  Once  you  have  put  them  into  direct 
•^>mi)etition  with  all  the  savings  banks  of  the  country 

Mr.  Meter  (interposing).  Well,  the  savings  banks  are  not  getting 
4s  much  savings  as  can  be  obtained  to-day.  I  am  convinced  that  the 
'^•sult  of  this  would  be  a  large  amount  of  money  in  stockings  coming 
«rito  the  post  offices  and  a  vast  increase  in  the  total  savings  through- 
'•»Jt  the  coimtry,  relieving  the  money  market  and  the  bankers  and 
[Mitting  up  the  price  of  (xovernment  bonds. 

Mr.  Parish.  I  think  it  is  in  evidence  before  this  committee,  too, 
t^iat  the  savings  banks  have  been  buying  mortgages  with  their  Lib- 
♦Ttv  bonds  ana  Victory  bonds. 

Mr.  Meter.  They  are  using  their  funds  to  buy  (lovernment  securi- 
M*-;.  because  they  aVe  most  attractive. 

Mr.  Parish,  feujnng  them  at  a  discount  and  turning  them  over 
at  face  value. 

Mr.  Meter.  Oh,  I  see  your  point.  If  true,  that  would  be  a  way 
of  obtaining  a  higher  rate  on  the  mortgage;  that  is  all.  That  is  a 
r-.'^thod  which  I  do  not  happen  to  know  about.  Of  course,  they 
T.  irht  have  bought  any  securities  at  any  time  and  traded  them  for 
Ti'>rt|ni|res.  I  mean  that,  in  itself,  has  nothing  at  all  to  do  with  the 
inrjwwition. 

Ine  Chairman.  Our  attention  has  been  called  to  cases  where  a 
rr.an  applying  for  mortgages  of  several  hundred  thousand  dollars 
\it«  been  asked  to  take  one-half  of  it  in  Libert}'  bonds  at  par  value. 

Mr.  XlrrKR.  If  those  bon<ls  happened  to  l>e  selling  at  85,  it  would 
•  like  paying  him  92i  per  cent  tor  the  mortgage.    That  is  not,  I 
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imagine,  a  very  general  practice.  But  if  there  is  anything  in  your 
point,  Mr.  Parish,  that  the  expansion  of  the  Postal  Savings  System 
might  affect  the  savings  banks  adversely,  there  is  no  reason  why  it 
should  not  still  be  done,  because  provision  could  be  made  to  cover 
the  possible  dangers  or  objections  that  you  see. 

Mr.  Parish.  1  have  no  brief  for  the  savings  banks,  and  I  am  not 
partial  to  them. 

Mr.  Mkter.  After  all,  the  savings  banks  are  semipublic  institu- 
tions. 

Mr.  Parish.  If  the  postal  savings  banks  can  do  the  business  better 
and  to  greater  advantage  of  the  people  than  the  savings  banks,  the 
savings  banks  should  staild  aside. 

Mr.  Meyer.  It  is  not  so  much  a  question  that  things  now  beini^ 
done  would  be  done  better,  as  it  is,  that  much  will  be  done  that  is  not 
now  being  done. 

Mr.  Parish.  I  think  it  should  be  so  framed  as  to  protect  the  sav- 
ings banks. 

Mr.  Meyer.  And  it  can  be  so  framed,  I  am  convinced. 

Mr.  Parish.  I  do  not  recall  just  the  volume  of  mortgages  by  the 
savings  banks  throughout  the  country 

Mr.  Meyer.  Well,  there  is  a  70  per  cent  limit*  in  New  York,  for 
each  bank. 

The  Chairman.  I  think  it  is  65  in  this  State. 

Mr.  Meyer.  I  think  they  hold  about  57  to  60. 

The  Chairman.  About  53  to  54  per  cent  to-day,  in  this  State.  A 
savings  bank  man  told  me  last  night  that  the  mortgage  loans  in  the 
city  of  New  York  from  the  savings  banks  total  about  two  billion. 

Mr.  Meyer.  I  heard  a  year  ago  a  little  higher  fig:ure. 

Mr.  Parish.  As  a  matter  of  information,  Mr.  Meyer,  can  you  say 
whether  the  savings  banks  during  the  war  period,  or  since,  have  used 
mortgages  as  collateral  for  loans  with  the  War  Finance  Corporation? 

Mr.  Meyer.  They  practically  made  no  loans  from  us.  The  amount 
of  our  loans  to  savings  banks  was  $550,000,  out  of  a  total  to  bankers, 
railroads,  industrial  companies,  and  exporters  of  $340,000,000, 

Mr.  Parish.  The  point  is  that  while  you  were  considering  that 
war  finance  corporation  bill.  Senator,  you  will  remember  that  quite 
a  considerable  organization  was  trying  to  get  that  bill  amended  so  as 
to  permit  the  War  Finance  Corporation  to  accept  mortgages  as  col- 
lateral for  loans,  but  they  did  not  do  it. 

Mr.  Meyer.  I  think  wc  could  have  accepted  mortgages  as  col- 
lateral for  loans,  although  I  have  not  the  law  very  definitely  in  mind. 

The  Chairman.  I  think  we  discussed  that,  but  did  not  do  it.  ^ 

Mr.  Meyer.  The  matter  of  security  was  left  largely  in  our  discre- 
tion. As  long  as  we  got  enough  of  good  quality,  we  were  allowed 
quite  a  leeway  as  to  the  security. 

Mr.  Miller.  Do  you  remember  we  took  that  up  with  you  in  the 
oriinnal  home-loan  bill?  * 

Mr.  Meyer.  Yes. 

Mr.  Mh.ler.  The  reason  then  was  that  the  War  Finance  Corpora- 
tion WPS  only  temporary  and  would  have  to  be  liquidated  very  soon. 

Mr.  Meyer.  Yes.  Our  loans  were  limited  to  five  years*  duration. 
You  will  perhaps  be  interested  to  know.  Senator,  that  when  I  left  the 
War  Finance  Corporation,  out  of  our  $500,000,000  of  capital  which 
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the  Government  paid  to  us.  we  were  able  to  turn  back  $380,000,000  in 
cash.  This  is  now,  or  was  on  July  1,  on  deposit  with  the  United 
States  Treasury ;  $27,000,000  in  United  States  Treasury  certificates  of 
indebtedness  and  the  balance  in  good  loans,  I  think.  So  that  the 
great  experiment  of  intrustinc  :f500,(XK),000  of  Government  money 
and  three  thousand  million  dollars  of  borrowing  capacity  to  that  cor- 
poration will  not  cost  the  Government  a  cent.  It  will  get  its  money 
back  with  interest.     Most  of  it  has  already  been  returned. 

The  Chairman.  I  am  very  glad  of  that,  Mr.  Meyer^  because  they 
are  not  doing  it  in  all  the  things  that  they  are  putting  it  into. 

Mr.  Meyer.  No.  I  feel  that  we  have  reason  to  be  pleased  with  the 
outgome,  because  it  was  a  risky  enterprise,  and  it  was  understood  to 
be  such ;  but  it  was  made  necessary  by  war  conditions. 

The  CuAiBMAN.  Mr.  Meyer,  referring  a^ain  to  your  proposition, 
the  mutual  savings  banks  and  the  stock  savmgs  banks  of  this  country 
have  tended  much  to  encourage  thrift  on  the  part  of  the  people,  have 
they  not  ? 

Mr.  Meter.  They  have  so  tended;  yes.  Nevertheless  they  only 
have  12,000,000  depositors  out  of  a  population  of  106,000,000,  which 
is  a  smaller  proportion  than  any  other  big  civilized  country  in  the 
world. 

The  Chairman.  It  is  your  theory  that  the  development  of  the 
Postal  Savings  Bank  System  can  be  utilized  to  induce  the  people  of 
the  United  States  to  save  more  than  ever  before? 

Mr.  Meter.  Yes. 

The  Chairman.  To  turn  the  Nation  more  into  a  saving  Nation 
than  a  spending  Nation  ? 

Mr.  Meter,  xes;  and  I  believe  that  is  the  only  way  to  do  it.  The 
savings  banks  have  done  a  great  deal  in  that  direction,  but  I  do  not 
think  they  can  do  as  much  as  the  United  States  Government  can,  and 
I  think  that  it  is  an  obligation  that  the  Government  should  assume. 
The  Government  provided  the  Federal  Reserve  System  to  afford 
Wankinf  facilities  to  the  businesb  man  and  the  banker  of  the  country, 
and  I  daim  that  it  ought  to  do  something  to  afford  banking  facilities 
of  a  safe  character  to  the  great  body  ot  the  common  people  of  the 
country,  and  this  would  do  it.  Why  should  not  the  individual  who 
^a«  confidence  in  the  (Tovernment,  ivhich  he  has  not  in  private  banks, 
have  the  comfort  of  Government  safety  and  a  fair  rate  of  interest? 
I  am  not  saying  they  should  not  have  confidence  in  the  mutual  and 
5'ock-snvin^  institutions,  hut  many  forciirnei-s.  for  iiistiuue,  who 
^ere  brought  up  in  countries  where  only  a  postal  savings  bank  is 
known  would  not  deposit  in  anything  else. 

I  was  much  impressed  when  the  Postal  Savings  System  was  or- 
ranized^  in  talking  it  over  with  the  then  Postmaster  General,  who 
inau^rated  the  system,  by  a  little  story  he  told  me.  It  was  about  a 
place  where  a  postal  savings  bank  was  to  be  established,  but  it  had 
not  yet  been  opened.  A  poor  woman  came  in  and  wanted  to  deposit 
^ICO,  and  the  postmaster  said  they  were  not  yet  ready  to  t'^ke  it— 
iKor  did  n'^  have  the  forms  and  they  w^rp  not  organized  to  do  busi- 
was  ret-  The  postmaftcr  sugcrested, "  Why  do  you  not  take  it  across 
the  cireet  and  put  it  into  the  bank  over  there  until  we  are  ready  to 
"pen  for  hiisineps?"  She  said,  "Well,  you  know  I  am  very  poor 
&nd  I  am  old,  and  this  money  represents  what  I  have  saved  up  during 
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my  life  to  pay  for  my  funeral  expenses;  I  will  not  trust  it  to  any- 
body but  Uncle  Sam.  I  am  going  to  take  it  home  and  put  it  in  hid- 
ing until  vou  are  ready  to  take  it."  Now,  you  have  no  idea  how 
many  of  those  people  there  are  in  the  country ;  and  why  should  not 
they  have  such  a  facility  afforded  to  them  ?  When  people  have  very 
little,  that  little  means  much  to  them,  and  I  think  they  ought  to  have 
an  opportunity  to  put  their  money  where  they  do  not  have  to  worn' 
about  it.  Tliere  are  many  schemers  trying  to  get  those  little  amounts 
from  poor,  ignorant  people,  and  they  ought  at  least  to  have  the  facili- 
ties that  would  make  it  possible  for  them  to  protect  themselves. 

Mr.  Parish.  It  seems  worth  thinking  about  as  a  counterinfluence 
to  Bolshevik  propaganda. 

Mr.  Meyer.  I  think,  as  an  Americanization  proposition,  it  is  second 
to  none.  If  the  people  of  the  country,  every  one  of  whom  has  contnct 
with  the  post  office,  were  doing  business  with  their  own  Government 
as  a  banker.  I  think  it  would  establish  an  intimacy  between  the  indi- 
vidual and  nis  (lovernment  which  would  have  great  social  value  and 
tend  toward  social  stability.  The  system  has  not  been  organized  in 
a  way  to  make  it  attractive.  On  the  contrary,  everything  about 
it,  us  organized  now,  rather  tends  to  keep  the  savings  away  from 
the  Postal  Savings  System.  Under  present  conditions  a  man  must 
wish  very  badly  to  deposit  his  money  before  he  will  deposit  it  there. 
Mr.  Miller.  It  is  certainly  worth  thinking  about. 
Mr.  Meter.  The  benefits  are  perfectly  clear  to  my  mind.  I  can 
not  think  of  a  single  objection  that  can  not  be  provided  for  and  met; 
so  I  am  not  arguing  the  matter  from  a  partisan  point  of  view ;  I  am 
simply  presenting  it,  or  attempting  to  present  it,  judicially.  I  have 
not  been  able  to  find  real  objections  to  it.  There  may  be  some  diffi- 
culties that  will  be  developed  in  the  hearings.  I  am  sure,  however, 
that  if  there  are  any  you  will  develop  them  by  hearings  and,  of  course, 
we  would  all  want  to  know  if  they  exist. 

The  Chairman.  I  am  going  to  be  in  New  England  next  week,  but 
as  soon  as  I  get  back  I  will  confer  with  some  members  of  the 
committee  and  then  we  will  lay  out  a  plan  for  getting  some  expres- 
sions of  opinion  on  the  subject  from  men  of  wide  experience  in  finance 
and  postal  savings  and  other  savings,  and  labor  people  and  others 
who  may  be  helpfiil  generally. 

Mr.  Meyer.  1  think  it  would  be  verv  well  to  do  that.    I  am  verv 

much  obliged  to  you.  Senator,  for  the  opportunity  of  appearing  here. 

The  Chairman.  The  committee  will  now  stand  adjourned  to  meet 

in  the  State  House,  Boston,  Mass.,  on  Monday,  August  30,  1920,  at 

10.30  a.  m. 

(Thereupon  the  committee  adjourned  to  meet  at  10.30  o'clock  a.  m. 
in  the  State  House  at  Boston,  Mass.,  on  Monday,  August  30,  11>20.) 
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HONBAY,  AUGUST  30,   1920. 

United  States  Senate, 
"Special  Committee  on  Reconstruction  and  Production, 

Boston^  Mass, 

The  committee  met,  pursuant  to  adjournment,  at  10.30  oVlock  a.  m., 
in  the  statehouse,  Senator  William  M.  Calder  presiding. 
Present:  Senators  Calder  (chairman),  Lodge,  and  Brandegee. 

ADDRESS  OF  MB.  MALCOLM  E.  HICHOLS,  CHAIBMAN  MAYOR'S 
BENT  Am)  HOVSmO  COMMITTEE,  BOSTON,  MASS. 

Mr.  Nichols.  Senator  Calder,  the  State  of  Massachusetts  and  the 
<  ity  of  Boston  welcome  you  and  your  committee  here,  because  we  feel 
that  your  inquiry  is  sure  to  be  productive  of  the  greatest  good  in  this 
^reat  community,  not  only  to  Massachusetts  but  to  New  ^Jngland  as 
well;  and  we  should  l)e  very  glad  if  at  the  opening  of  this  iiearing 
vou  would  favor  us,  sir,  with  a  description  of  the  work  which  has 
Wn  placed  with  your  committee,  and  some  of  the  matters  which  you 
may  leel  might  be  accomplished  through  this  hearing. 

The  Chairman.  Mr.  Nichols,  ladies  and  gentlemen  of  Boston  and 
of  New  England  generally ;  at  the  close  of  the  last  session  of  Congress, 
through  a  resolution  introduced  by  me  in  the  Senate,  the  Vice  Presi- 
<lont  appointed  a  committee  of  five  Senators  to  inquire  into  the 
ireneral  subject  of  the  shortage  of  construction  in  this  country,  and 
more  particularly  the  housing  shortage. 

The  authority  granted  the  committee  permits  us  to  inquire  into 
the  matters  of  fuel,  transportation,  and  finance  in  their  relation  to 
•  oristructicm  work. 

I  think  that  most  of  the  ladies  and  gentlemen  present  realize  that 
our  housing  shortage  began  about  1914 — the  first  year  of  the  Euro-. 
j*an  War — and  the  demands  upon  this  country  for  the  war,  the 
f*ar  on  the  part  of  the  men  interested  in  the  building  business  to 
(Tfioeed  actively,  caused  a  cessation  of  building;  and  I  would  say  that 
Wf  built  in  1014  <mly  about  75  per  cent  of  our  needs.  That  situation 
' "mtinued  in  1916  and  191C.  In  each  of  those  years  we  were  building 
iUiijt  75  |)er  cent  only  of  our  needs,  or  25  per  cent  less  than  what  was 
r«ally  necessary  to  take  care  of  the  people  in  the  way  of  housing  in 
t  ..s  country. 

When  1917  came  the  Government  demanded  the  capital  ordinarily 
itilized  for  building  purposes,  it  demanded  the  labor  for  war  pur- 
;<is«»s  and  the  materials  that  ordinarily  went  into  building  they  said 
•i.ould  be  use<l  for  war  activities;  so  tHat  in  1917  it  is  fair  to  say  that 
tr.»Te  was  a  shortage  of  at  least  60  per  cent  in  housing. 
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Now,  in  1918  the  Government  really  stopped  building.  You  will 
reuieuiber  that  the  Treasury  Department  and  the  Federal  Reserve 
Board  notitied  the  financial  institutions  of  the  country  that  they 
would  prefer  them  to  make  no  loans  on  buildings;  and  then  the 
War  Industries  Board  notified  the  material  men  that  they  should 
use  their  materials — the  manufacturers  of  building  materials  and 
dealers  in  building  materials — that  they  should  use  their  materials 
tor  war  purpjDses  only ;  and  then  in  the  summer  of  1918  they  put  a 
ban  upon  building  of  every  character,  except  with  a  permit  from 
the  ^^  ar  Industries  Board.  That,  in  my  opmion — and  I  state  this 
{u>n\  a  cai'eful  examination  of  statistics — cut  down  the  building 
and  housing  operations  of  1918  to  about  20  per  cent  of  normal. 

We  were  late  in  getting  started  in  1919,  after  the  war  was  over. 
so  that  in  that  year  we  only  built  about  75  per  cent  of  our  needs; 
and  tl\is  year,  when  everything  seemed  opportune  for  building  de- 
vehioment,  we  find  ourselves  facing  a  great  difficulty  in  financing 
builuing  operations,  the  high  prices  of  building  materials,  the  high 
wugivs  of  labor,  and  the  irregularity  of  transportation  discouraging 
men  from  any  activity  in  the  building  line.  We  seem  to  be  short  of 
homes  for  the  people  all  over  the  Nation  to  a  very  alarming  extent. 
There  is  really  a  housing  shortage — and  not  only  in  this  country,  but 
all  over  the  world.  So  bad  is  the  housing  situation  in  EnglancI  that 
the  English  (xovernment  has  voted  a  bonus  of  £70  a  room  to  any  man 
who  wul  build  homes  for  the  people  to  live  in. 

Now,  this  committee  was  appointed  to  inquire  into  this  subject. 
We  have  had  hearings  in  New  York,  in  Baltimore,  in  Philadelphia, 
and  we  have  sent  questionnaires  all  over  the  country  to  the  leading 
(uties  of  the  Nation,  asking  them  for  suggestions  and  advice  as  to  pos- 
sible Federal  remedies;  and  we  have  found,  as  I  suggested  a  moment 
ago,  that  in  the  very  beginning  of  the  year  men  who  were  willing  to 
build  could  not  get  building  materials  because  of  the  transportation 
difficulties.  As  an  aftermath  of  the  Federal  control  of  railroads,  tlie 
railroads  having  gone  from  Federal  control  back  to  private  owner- 
ship, it  has  been  tnought  necessary  to  give  priority  orders  to  coal  in 
order  to  supply  your  needs  here  in  New  England  and  in  the  X(^rth 
west,  and  that  means  that  the  railroad  facilities  used  ordinarily 
to  supply  the  transportation  of  l)uilding  material  needs  were  taken 
away  trom  those  needs  and  building  material  w-as  only  coming  into 
the  market  at  about  50  per  cent  of  normal.  Very  naturally  that 
created  a  shortage  in  building  materials  and  spot  prices  liecame 
prevalent,  w^hereby  people  were  compelled  to  pay  more  for  building 
materials  than  ordinarily;  and  I  venture  the  statement  that  if  we 
were  getting  our  building  materials  into  the  centers  to-day  we  could 
buy  it  for  20  per  cent  less  than  we  are  paying  for  it  now. 

Then,  of  course,  the  speculation  in  an(l  export  of  coal  have  taken  a 
lot  of  cars.  To-day  we  are  exporting  a  vast  amount  of  coal  to  for- 
eign (u)untries.  tiuring  the  months  of  May,  June,  and  July  wt» 
averaged  exporting  coal  at  the  rate  of  24,000,000  tons  a  year,  as 
against  5,000,000  tons  exported  previous  to  this  year.  That  has  upset 
our  whole  transportation  system  and  taken  cars  and  other  trans- 
j)ortati(m  facilities  away  from  coal  for  domestic*  consumption,  an<l 
taken  transportation  facilities  away  from  the  luiilding  industry  as 
well. 
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We  hesitate  to  urge  any  drastic  legislation  or  drastic  action  on  the 
part  of  any  department  of  government  to  prevent  the  export  of  any 
commodity,  but  if  the  exports  of  coal,  to  the  extent  to  which  it  is 
being  exported  to-day,  are  going  to  seriously  hamper  our  whole  in- 
dustrial system,  your  coal  for  ^ew  England,  the  movement  of  your 
building  materials,  and  raw  materials  for  other  lines  of  business, 
then,  indeed,  it  is  a  pretty  serious  question  as  to  whether  we  should 
not  make  some  move  to  limit  the  exports  of  coal. 

The  transportation  problem  is  a  very  pressing  one,  and  it  seems 
that  the  first  thing  we  should  do  is  to  seek  relief  in  that  direction. 
Very  recently,  after  consultation  with  Mr.  Willard,  president  of  the 
Baltimore  &  Ohio  Bailroad  Co.,  who  is  also  chairman  of  the  advisory 
committee  of  the  Association  of  Railway  Executives,  we  arranged  for 
the  appointment  of  committees  representing  the  building  interests  of 
the  different  sections  and  the  railroads ;  and  the  railroad  companies 
here  have  asked  Mr.  Pearson^  president  of  the  New  York,  New  Haven 
&.  Hartford  fiailroad  Co.,  to  act  as  a  member  of  a  committee  of  Bos- 
ton citizens,  a  standing  committee  representing  the  building  interests 
of  New  England  and  the  railroad  companies,  so  that  you  may  get 
your  building  materials  transported  with  more  ease  than  you  have  in 
the  past. 

Our  committee  has  been  able  to  have  released  for  the  movement  of 
hiLsiness  generally  nearly  100,000  freight  cars,  which  were  allocated 
but  were  not  suitable  for  the  shipment  of  coal. 

Congress  will  be  asked  at  the  coming  session  to  modify  our  excess- 
profits  tax  laws  and  our  surtaxes  on  incomes  so  that  money  will  flow 
more  easilv  into  tlie  financing  of  building  operations,  or  else  Congress 
will  be  asked  to  exempt  from  taxation  the  incomes  on  mortgages  on 
real  estate  to  some  degree. 

There  may  Ik*  oj)position  in  some  (jiiui-tcrs  to  repealing  the  excess- 
jjmfits  Vw  laws,  on  thf>  theory  that  the  rich  man,  under  those  laws, 
|>ays  the  taxes;  but  a  careful  examination  of  the  subject  will  convince 
uny4ine  that  while  that  may  be  true  in  theory,  at  the  same  time  it  has 
encouraged  men  of  large  incomes  to  invest  their  money  in  tax-exempt 
M?<Miritics.  The  ladies  and  gentlemen  present  may  perhaps  be  sur- 
prLse<l  when  I  say  to  them  that  the  tax-exempt  securities  in  this  coun- 
try have  increa.sed  two  and  one-half  times  in  a  period  of  the  past  five 
Mvini^Mi  that  to-day  there  are  in  this  country  $14,()(M).(M«M)00  worth 
of  tax-exempt  sirurities:  and  the  ri«  h  man  is  taking  his  money  out 
u{  industry,  and  out  of  real  estate,  and  out  of  mortgages,  and  putting 
it  iiito  securities  wliei'e  he  will  have  no  tax  to  pay.  If  relieved  from 
i\w  bunlen.s  of  the  excess- profits  taxes  some  of  that  money  will  come 
ti^rk  into  business  generally. 

A  suggestion  that  has  lieen  made  to  us  and  which  we  are  consider- 
ing now  is  that  of  exempting,  by  legislation,  the  income  (m  real  estate 
mortgages.  Another  suggestion  presented  to  us  for  consideratitm  is 
t^e  creation  of  a  Federal  honu»  loan  banking  system.  Still  another 
->j;:g**>ti4in  is  that  we  rec4)mmend  to  Congress  legislation  along  the 
Ufic*  of  the  legislation  reiently  enacted  in  the  shipping  bill  in  which 
rte  exempted  excess-profits  taxes  provided  those  profits  were  re- 
II. rested  in  the  building  <if  new  ships,  and  provided  also  that  in  the 
^•ijilding  of  new  ships  ime-half  <»f  the  numey  iisrd  in  the  Imildinu: 
of  th«*se  ships  slKiuld  be  new  money. 
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Now,  it  is  proposed  that,  perhaps,  for  a  period  of  S  or  10  years 
we  mi<rht  afford  to  the  builders  of  the  countrj'  exemption  from  Fed- 
eral taxation  on  their  profits  provided  that  they  would  invest  those 
profits  in  the  building  of  new  houses.  It  has  also  been  proposed  to 
our  committee  that  here  in  your  city  and  in  different  other  munic- 
ipalities for  a  period  of  5  or  10  years  you  exempt  all  new  building 
erected  for  dwellinor  purposes  only  from  your  city  taxes. 

All  of  those  things  have  been  proposed,  and  some  of  them.  I  believe, 
have  merit.  Some  of  them  may  perhaps  be  a  little  unusual  and  per- 
haps radical. 

(At  this  juncture  Senators  Lodge  and  Brandegee  entered  the  hear- 
ing room.) 

The  Chairman  (continuing).  Senator  T^dge  and  Senator  Brande- 
gee, I  was  just  explaining  to  the  ladies  and  gentlemen  present  some  of 
the  propositions  that  have  been  presented  to  our  committee.  1  was 
about  to  explain  a  proposition  that  Mr.  Eugene  Meyer,  jr.,  of  New 
York,  who  until  recently  was  chairman  of  the  board  of  directors  of 
the  War  Finance  Corporation,  made  to  our  committee  recently  when 
testifying  before  us.  He  urged  that  we  shoidd  enlarge  the  postal  sav- 
ing bank  'system,  explaining  in  his  statement  that  in  the  United 
Kingdom  and  (ireruiany,  Denmark,  and  Xorway  42  per  cent  of  all  the 
people  Ifving  in  those  countries  have  savings-banks  accounts,  wherea^s 
only  11  per  cent  of  all  our  people  in  this  country  have  savings-banks 
accounts.  He  has  proposed  that  by  enlarging  the  purview  of  our 
postal  savings  system  we  could  so  increase  deposits  as  to  relieve  our 
present  financial  situati(m. 

I  simply  wish  to  add  this,  ladies  and  gentlemen,  that  the  appoint- 
ment of  this  committee  was,  in  large  measure,  due  to  the  assistance  of 
the  senior  Senator  from  this  State.  As  you  well  know,  he  is  the 
leacler  of  the  Senate,  juirl  T  lein^jr  a  new  jjnd  luunble  Member  from 
New  York  Static  l)ut  v/ith  sjino  little  experience  in  matters  relat- 
ing to  constructi(m,  presented  tht  proposition  to  him:  he  rec*)g- 
nized  that  tlie  housing  shortage  was  a  nation-wide  difficulty,  ami 
he  said,  "Go  ahead,  Calder;  1  will  help  you" — and  he  did.  I5ut  for 
him  I  never  would  have  put  the  resolution  through.  He  said^  "Go 
to  it,  Calder,  and  inquire  into  the  needs  of  the  country  in  that  regard, 
and  then  come  back  to  Congress  in  December,  and  if  you  have  any 
practical  suggestions  that  will  be  helpful  I  shall  try  and  put  theui 
through  with  you.''  So  that  if  this  inquiry  shall  result  in  helping 
the  situation  thnnurhout  the  coimtry,  we  are,  to  a  large  extent,  in- 
del)ted  to  Senator  Lodge  for  his  assistance  in  getting  tlie  resolution 
through.  Senator  Brandegee,  who  is  also  here  to-day,  is  greatly  in- 
terested in  the  subject,  and  I  know  that  they  will  be  glad  to  near  testi- 
mony from  tlie  people  of  this  city.  I  understand  that  Mr.  Nichols 
wiirkindly  tell  us  who  the  witnesses  will  be,  and  I  will  be  very  glad 
to  have  thVm  summarize  the  conditions  in  Boston  and  in  New  Eng- 
land as  they  exist  to-day. 

Mr.  Nichols.  Senator  Calder,  I  shall  now  call  upon  Congressman 
Tinkham,  who  has  given  a  great  deal  of  time  and  thought  to  this 
matter  of  housing,  and  who  presented,  I  think,  one  of  the  first  meBSr 
ures  which  came  before  both  Houses  of  Congress  for  relief  of  this 
situation — Congressman  Tinkham. 
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STATEMENT  OF  HON.  OE0E6E  HOLDEN  TINEHAH,  M.  C. 

The  Chairman.  Con^essman  Tinkham,  tlie  committee  would  be 
UTV  glad  to  have  any  sug<;estions  you  feel  would  relieve  this 
situation. 

Mr.  TixKHAM.  Mr.  (liairman  and  gentlemen,  I  understand  that 
your  connnittee  lias  power  to  suggest  legislation,  if  they  deem  it 
necessary,  to  Congress,  and,  if  that  be  the  case,  I  desire  to  draw  atten- 
tion to  a  bill  which  I  introduced  in  (^ongress,  in  the  House  of  Repre- 
sentatives, July  8,  1919. 

I  think  that  was  the  first  bill  introduced  in  relation  to  what  was 
;retting  to  be  an  acute  housing  shortage  at  tliat  time.  The  bill  is 
entitled  '*  H.  R.  7,014,  a  bill  to  create  a  bureau  of  housing  and  living 
<  unditions  in  the  Department  of  Labor,"  and  it  reads  as  follows : 

[H.  B.  7014,  Blzty-Btxth  Congress,  first  session.] 

A  BILL  To  create  a  Bnreau  of  Housing  and  Living  Conditions  in  the  Department  of 

Labor. 

iir  ii  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
f^mtes  of  Avierica  in  Congresit  assembled.  That  there  is  liereby  created  in  the 
i'^iwrtnieiit  of  Labor  a  bureuu  of  housing  and  livinp  conditions,  which,  for  the 
I"irxK>se  of  increasing  tlu»  productive  capacity  and  well-i)elnjj  of  wo  risers  and  of 
I'luuHiting  irood  citizennhip,  shall  be  charged  with  the  duty  of — 

<n)  Invofitigating  the  liousing  and  living  conditions  of  tlie  Industrial  popu- 
I'.fion; 

U)>  Condncting  rosea  rch  and  experimentation  looking  toward  the  provision 
'  •  1  publication  of  such  iufommtion  as  will  make  eoonoinically  practicable  the 
••  i'llnation  of  slums,  the  improvement  of  living  conditions,  the  reduction  of  the 
•'•t.^tnicilon  cost  of  dwellings,  and  the  financing  of  extended  home-building 
•  I  ♦rations  without  Federal  appnipriation ; 

<c)  AK^istiug  communities  during  the  present  housing  sliortage  in  making 
:'*;ij  able  to  the  utmost  extent  all  existing  housing  facilities;  and 

'«U  Serving  as  a  clearing  bouse  of  information  on  housing  and  living  con- 

'^ir  2.  That  to  this  bureau  shall  be  transferred  the  collection  of  plans,  books, 

:   uipliU'ts,  reptirts,  and  other  material  gathered  by  the  United  States  Housing 

••'iMiration  and  by  the  Housing  and  Transportation  Division  of  the  Emer- 

-•••7   Fle*?t  Corporation  which  would  be  of  use  for  the  purposes  of  the  act: 

.'    'vUicd,  That  such  materials  shall  not  be  transferred  until  they  are  no  longer 

*'*''ity\  in  tbe  actual  (xinduct  of  tlu-  business  of  these  agencies. 

>»•'.  3.  Tliai  thp  bureau  of*  housing  and  living  conditions  shall  be  under  the 

'  '»^*fiun  of  a  direct<»r,  to  l>e  appointed  by  the  Secretary  of  Labor,  and  he  shall 

'••«.vi-  Jib  uiinnal  ioiupt*nsati<»n  (»f  $0,0<X).     Tliero  shall  be  in  the  sitid  bureau, 

■  *H  utheMviM*  proviiled  fiT  by  law,  an  assistitnt  dIrt*cior,  to  be  apiwlnted  by 

•  ••  SK'relary  of  I-abor,  w!»o  sliall  ivcclve  nn  annual  compensation  of  $3,000; 

'  imi-ii  other  assist  an  is  and  employees  as  are  nHpiisite  to  the  accomplish- 

-:  I  of  tile  pun)OM>i$  of  the  buivau  at  such  comi^'usation  as  nniy  be  llxed  by 

»•  S<Mrc»tar>'  of  Ljilior. 

I  -••  iiirtniur  of  tJie  siild  bureau  may  from  time  to  lime  pulilish  I  he  results  of 

i'l»Totl(»ns  of  the  bureaiu  In  pursuance  of  thf*  purpcsos  of  this  act  in  such 

.i*-T  ami  to  such  extent  as  may  be  prescribed  by  the  Secretary  of  L4il)or. 

^i^ .  4.  That   during  tlie  cimtlnuan<e  of  the  present   IJureau  of  Industrliil 

*.    -•  I.;,  and  TronsiHirtatlon  as  creaie<l  under  the  a<'t  appn»veil  May  10,  191S, 

•  -ti  "An  art  t<»  authorize  the  l*resiflent  to  provl<le  housing  for  war  nee<ls," 

iifin.  M  of  Hou'^ln^  and  Living  Cofidltiens  shall  he  ni:iintalnt d  in  ctaniecticm 

l!*.*  offici?  of  tU«»  cllrector  of  said  lUireau  of  Industrial  Hnusinp  and  Trans- 

"-.:»ou,    tU**   oiM.*r:i.i'ius   of   which    in    bringitij:   to   conip'<>ii«m    un»l    disjMisal 

sjili  ti.e  Uuitetl  Stall's  Housing  (U>riK»ratlon  the  enuTKency  hi>u.sing  under- 

'   to  me«t  war  mH>«ls  It  shall  aid  aiul  facilitate. 

•  •./  I  hi*  puri»o«»  of  carrying:  mit  ll  e  provisions  of  this  act,  ine  udinc  rentnl  of 

-*  Ifj  tl»e  lU^trlct  of  ('<»lui5:bla,  c^allIn;:ent  and  mls<i  linm'oiis  eNp«'iis*s,  print* 

.ii4ii  IWtjdin:;.  and  jK'rHonal  serviiss  in  the  IMstrirt   m*  0»Uiial»a  and  v  is»»- 

.  •*-.  f  h*Te  is  hereby  authorized  to  be  nppropriatetl  $*jrjO.O<jO. 
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Mr.  TiNKTiAM.  The  purpose  of  that  bill  was  to  establish  a  bureau 
in  relation  to  housing  and  living  conditions,  of  a  permanent  char- 
acter, in  the  Department  of  Labor.  That  bill  was  referred  to  the 
Committee  on  Public  Buildings  and  Grounds,  and  they  held  an  ex- 
tended hearing  November  12,  1919.  They  subsequently  passed  a 
resolution  that  no  bills  appropriating  money  during  the  present  ses- 
sion of  Congress  should  be  reported  by  that  committee.  Otherwise 
I  have  reason  to  believe  that  this  bill  would  have  been  reported. 

Now,  there  was  sent  to  the  Committee  on  Public  Buildings  and 

Grounds  by  the  Department  of  Labor  on  July  14— that  would  be  * 

about  six  daj's  after  that  bill  was  introduced — ^the  following  report, 

upon  request  of  the  chairman : 

Depabtmkwt  of  Labob, 
Office  of  the  Skcbetaby, 
Washington,  July  14,  1919. 
Hon.  .John  W.  Langlky, 

Chairman,  Committee  mi  Public  Buildings  and  Grounds, 
House  of  Representatives,  Washington,  D.  C. 

My  Deab  Sir  :  Your  letter  of  July  9.  requesting  recommendatious  of  this  de- 
partment with  reference  to  the  bill  (H.  R.  7014)  entitled  "A  bill  to  create  a 
bureau  of  housing  and  living  conditions  in  the  Department  of  Labor,"  has  been 
received. 

The  purpose  of  the  proiwsed  bill  is  stated  to  be  the  increasing  of  productive 
capacity  and  well-being  of  workers,  and  the  promotion  of  good  citlsensbip 
through  establishing  a  bureau  of  bousing.  Investigations  made  by  the  Honsing 
Corpofatiop  and  by  other  branches  of  this  department  show  that  bad  housing 
conditions  reduce  productive  capacity  and  materially  Increase  the  labor  turn- 
over, and  that  good  housing  conditions  increase  productive  capacity.  Home 
ownership  is,  perhaps,  the  most  important  means  of  promoting  good  citizen- 
ship, because  it  inevitably  increases  the  interest  of  the  home  owner  in  public 
utilities  and  in  wise  expenditures  of  public  funda.  In  view  of  the  shortage 
of  housing  and  of  the  prevalence  of  unwholesome  living  conditions  and  in  view 
of  the  decline  of  home  ownership,  the  housing  problem  for  Individual  workmen 
has  assumed  proportions  that  make  the  establishment  of  a  Federal  agency  for 
advice  and  research  Imperative. 

Such  a  bureau  of  housing  as  is  outlined  by  Mr.  Tlnkham's  bill  should,  in 
my  opinion,  investigate  housing  and  living  conditions  in  communities  which 
request  such  Investigation,  and  should  conduct  extensive  research  In  the  field 
of  housing,  in  order  to  discover  and  bring  to  public  attention  every  available 
means  for  reducing  the  cost  of  good  housing  for  the  industrial  population,  and 
for  the  promotion  of  home  building  throughout  the  Industrial  communities 
of  America.  As  the  health  and  efficiency  of  both  skilled  and  unskilled  labor 
are  unquestionably  dep^ident  upon  their  living  conditions,  an  extensive  study 
In  the  practical  and  economical  means  of  elimination  of  slums  is,  without  doubt, 
one  of  the  most  important  of  the  problems  now  facing  this  country. 

Records  of  this  department  show  that  the  housing  shortage  Is  acute  in  prac- 
tically ever>-  Industrial  city  of  America,  and  every  day  letters  are  recelTed 
requesting  assistance  in  meeting  this  shortage,  through  the  making  of  vacancy 
canvasses  such  as  have  been  conducted  by  the  Homes  Registration  Service 
of  the  Housing  Corporation,  or  by  conducting  "  Own  a  Home"  campaigns  such 
as  have  been  promoted  in  the  Public  Works  and  Construction  Division  of  the 
Information  and  Education  Service.  Owing  to  lack  of  appropriations  for  th^se 
purposes  each  of  these  services  of  the  department  was  curtailed  In  the  spring 
of  this  year  and  was  discontinued  on  June  80.  Requests  for  such  assistance, 
however,  continually  reach  this  office.  Indicating  an  urgent  demand  for  the 
precise  kind  of  service  outlined  in  H.  R.  7014. 

It  Is  important  that  there  should  be  a  clearing  house  of  information  on  hous- 
ing and  living  conditions,  In  order  to  handle  the  scores  ot  requeata  coming  to 
the  department  dally  from  chambers  of  commerce,  builders,  manufacturefs. 
own-a-home  committees,  and  Individuals  intending  to  build  homes.  As  the  ap- 
propriation of  the  Unitefl  States  Housing  Corporation  makes  no  provision  for 
supplying  such  information,  and  as  such  information  service  requires  the  em- 
ployment of  experts  familiar  with  every  phase  of  this  subject,  I  cordially 
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aipnive  section  2  of  this  bill,  which  recommends  that  the  materials  on  this 
»ul)ject  wIlH-ted  by  the  Housing  Corporation  and  the  Emergency  Fl<»et  Corpora- 
tion b^  combined,  particularly  as  this  material  comprises  the  most  up-to-date 
(oiiHtlon  of  practical  information  and  studies  by  experts,  published  and  unpub- 
tisluHj,  tiiat  exists  anywhere  in  the  country. 

Vor  the  above  reasons,  I  cordially  approve  both  the  principle  and  tlie  detailed 
provisions  of  H.  R.  7014,  and  hope  that  such  a  bill  may  be  passed  at  this 
^M'.vslou,  in  order  that  such  an  advisory  bureau  may  be  established  at  once. 
There  is  no  doubt  that  the  housing  shortage  in  America  will  be  more  acute 
in  the  coming  winter  than  it  has  been  at  any  other  time  in  the  history  of  this 
NaMoD,  and  every  effort  should  be  applied  to  stimulate  the  building  of  homes 
'iuriDg  the  summer  and  fall,  and  to  assist  communities  in  making  available 
fK'UKiug  facilities  In  order  that  the  hardships  may  be  reduced  to  a  minimum. 
Very  truly,  yours, 

W.  B.  Wilson,  Secretary. 

Mr.  TiNKHAM.  I  now  desire  to  draw  to  the  attention  of  the  com- 
niittee  the  following  facts:  That  in  the  Interior  Department  there 
IS  a  General  Land  Office,  a  Patent  Office,  a  Bureau  of  Education, 
a  (ieological  Survey,  a  Reclamation  Service,  and  a  Bureau  of  Mines ; 
tiiat  in  the  Department  of  Agriculture  there  is  a  Weather  Bureau, 
a  Bureau  of  Animal  Industry,  a  Bureau  of  Plant  Industry,  a  For- 
tt^trv  Sen'ice,  a  Bureau  of  Cnemistry,  a  Bureau  of  Soils,  a  Bureau 
'»f  Entomology,  a  Bureau  of  Biological  Survey,  a  Bureau  of  Crops, 
4  States  Relations  Service,  a  Bureau  of  Markets,  a  Bureau  of  Rural 
( )r2ranizations,  and  also  an  Insecticide  and  Fungicide  Board,  and 
a  Federal  Horticultural  Board;  that  in  the  Department  of  Com- 
merce there  is  a  Bureau  of  Census,  a  Bureau  of  Foreign  and  Do- 
tiii-^ie  Commerce,  a  Bureau  of  Standards,  a  Bureau  of  Fisheries, 
I  Bureau  of  Coast  and  Geodetic  Survey ;  and  that  in  the  Department 
'if  Labor,  where  it  is  proposed  that  the  bureau  provided  for  by  the 
'lil  to  which  I  have  referred  be  established,  there  is  only  A  Bureau 
'if  Statistics,  of  Immigration,  and  a  Children's  Bureau. 

Now,  it  would  seem  that  a  permanent  bureau  for  the  coordina- 
te'ii  of  general  knowledge  ancl  information  and  its  dissemination, 
^  relation  to  houses  and  housings,  and  for  the  editing  of  such  in- 

nrmtion  as  the  (lovemment  has  obtained  during  the  last  two  or 

rw  rears«  might  be  an  appropriate  department  to  be  created  under 

e  De|>artiiient  of  Labc^. 

Hoosiii^  is  not  only  a  problem  to-day.  and  an  acute  one«  but  it 
^  t  contmuing  and  a  cfmtinuous  one,  and  it  seems  to  me  it  is  of 
^  Tf  hn()ortance  than  many  of  the  subjects  which  have  in  the 
f  't<^t  had  bureaus  established  for  their  recognition  and  for  the  pub- 

ition  of  pamphlets  and  information  concerning  them  and  for 
*  ♦*  diimnination  of  knowledge  with  respect  to  them. 

I  desinp  to  state,  in  conclusion,  that  at  the  hearing  liefore  the 
'  •  'nmittee  on  Public  Building  and  Grounds,  in  support  of  this 

^'  there  appeared  an  accredited  representative  of  the  American 

'    ntute  of  .Vn'hitwts,  of  the  American  Cifvic  Association,  of  the 

'*'    Ki^;an  League  Women  Voters,  the  legislative  representative  of 

Ameriran  Federation  of  Labor,  professors  from  Harvard  Uni- 

•"'^itr,  a  representative  of  the  Fine  Arts  Association,  and  repr^ 

• '  utives  of  a  num^ier  of  papers,  such  as  The  American  City ;  the 

''^;dcnt  of  the  Glass   Blowers'   Association  of  America;   also  a 

**r-rf!!ipntative  of  the  Federation  Magazine,  a  representative  of  the 

IjfMphia   Chapter  of  the   American    Institute   of   Architects; 

••     Mr.   Frederic  Law  Olmstead,  of  Brookline,  representing  the 


•  • 


V  •  I 


438  KECONSTBUCXJON   AND  PRODUCTiUN. 

American  City  Planning  Institute,  and  a  number  of  others,  lie- 
sides  these  there  were  received  over  a  hundred  indorsements  of  the 
bill,  which  came  from  every  State  and  nearly  every  city  in  the 
Union.  A  list  of  those  appearing  is  contained  in  the  puolication 
of  the  minutes  of  the  hearing,  and  I  will  leave  a  copy  of  that  with 
the  committee,  together  with  the  bill  and  the  recommendation  and 
approval  of  the  bill  by  the  Secretary  of  Labor.    I  thank  you,  sir. 

The  Chairman.  The  committee  thanks  you  very  much,  Ciongress- 
man  Tinkham,  for  the  information  contained  in  your  statement^  and 
undoubtedly  the  bill  that  you  refer  to  has  a  great  deal  of  merit  m  it 
You  have  evidently  given  this  subject  a  great  deal  of  attention.  Have 
you  any  definite  information  as  to  the  present  housing  shortage  in 
Boston  ? 

Mr.  Tinkham.  Having  only  very  recently  returned  to  Boston  from 
Washington,  I  am  not  in  close  association  with  the  situation  here,  but 
I  think  Mr.  Nichols  has  all  the  facts  and  statistics. 

(At  this  juncture,  Gov.  Coolidge  arrived  in  the  hearing  room  and 
was  greeted  with  applause.) 

Mr.  Nichols.  Mr.  Chairman  and  gentlemen,  we  think  it  might  be 
of  interest  to  the  committee  if  we  would  first  present  the  facts  as  they 
exist  in  the  city  of  Boston;  and,  thereafter,  the  situation  as  it  may 
seem  to  the  representatives  of  some  of  our  other  Massachusetts  cities. 
Mr.  Fay,  who  is  acting  chairman  of  the  planning  board,  has  had  a 
long  acquaintance  with  the  practical  side  of  housing,  and  Mr.  Wilson, 
the  building  commissioner,  is  here;  and,  if  it  please  you,  I  will  speak 
later  on  some  of  the  aspects  of  this  matter,  as  it  came  before  the  rent 
and  housing  committee,  of  which  I  have  the  honor  to  be  diairmao. 

If  agreeable  to  you  now,  sir,  I  will  call  on  Mr.  Fay,  the  acting 
chairman  of  the  planning  board. 

STATEMENT  OF  MB.  FBEDEBIC  H.  FAY,  ACTING  CHAIBMAN,  OTT 

PLANNING  BOAED,  BOSTON,  MASS. 

Mr.  Fay.  Mr.  Chairman  and  members  of  the  Senate,  the  city  of 
Boston  has  taken  some  official  action  in  the  matter  of  housing;  and 
the  first  step  which  was  taken  was  the  passage  of  an  order  oy  the 
city  council  on  th^  8th  of  March,  requesting  the  mayor  to  consult  with 
the  Boston  Chamber  of  Commerce,  the  Boston  Real  Estate  Exchange, 
the  Master  Builders'  Association,  the  Boston  Central  Labor  Union, 
and  other  organizations  that  he  might  consider  advisable,  and  to  ex- 
amine into  the  feasibility  of  forming  a  corporation  of  public-spirited 
citizens,  who  would  undertake  to  finance  a  project  for  providing 
housing  facilities  for  the  great  number  of  people  of  this  city  who  are 
not  nroperly  provided  for  in  that  respect. 

The  mayor  called  upon  the  city  planning  board  of  Boston,  one  of 
whose  duties  is  to  study  and  act  upon  housing  matters,  to  call  to- 
gether a  erroup  of  reprasentatives  from  nearlv  all  of  the  quasi  public 
organizations  of  the  city — many  more  than  thosa  named  since  in  the 
order  of  the  city  council — and  several  conferences  of  that  groun  were 
held,  and  it  was  felt  that  the  first  step  necessary  w«^s  to  get  definite 
information  with  regard  to  the  housing  situation  in  Boston.  Accord- 
ingly the  group  recommended  to  the  mayor  that  the  city  planning 
board  be  requested  to  make  a  survey  of  the  conditions  existing  here 
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and  to  report  back  to  that  group  the  need  of  houses  and  the  condi- 
tions which  exist  with  respect  to  vacant  houses  to-day  and  how  they 
might  be  i)ut  into  conditio!}  to  help  relieve  the  present  housing  situa- 
tion. Accordingly,  at  the  request  of  the  mayor,  the  city  council  made 
an  appro))riation  and  a  survey  of  the  housing  conditions  was  con- 
ducted here  in  the  city  during  June  and  the  early  part  of  July  of 
this  year.  The  sun^ey  was  conducted  by  means  of  questionnaires 
and  {>ersonal  interviews  with  representatives  of  the  principal  indus- 
trial establishments  here  in  Boston — about  100  in  number — by  con- 
ferences with  and  questionnaires  to  nearly  all  of  the  principal  real 
estate  operators  here,  by  getting  data  from  the  furniture  storage 
warehouses,  and  in  other  ways. 

The  report  of  this  survey  has  been  printed  in  the  City  Record,  a 
municipal  publication,  and  will  be  filed  with  your  board  for  refer- 
ence in  this  hearing. 

Briefly,  the  survey  which  has  been  made  and  which,  of  course,  can 
not  be  exhaustive,  but  merely  typical,  would  indicate,  on  a  most  con- 
servative basis,  that  there  is  a  snortage  of  houses  here  in  Boston  in 
number  between  3,000  and  5,000. 

The  Chairman.  In  other  words,  you  need  between  3,000  and  5,000 
more  houses,  or  that  many  more  apartments  ? 

Mr.  Fay.  For  that  many  more  apartments ;  yes.  That  is  to  say. 
to  house  from  3,000  to  5,000  families. 

The  Chairman.  That  is  only  your  immediate  needs? 

Mr.  Fay.  Yes ;  the  inmiediate  needs.  That  is  believed  to  be  a  con- 
M?rvative  fi^re.  Some  believe  that  the  figures  should  be  in  excess 
of  5,000.  The  industries  that  were  communicated  with  in  many 
rnycs  did  n  (Treat  deal  of  work  in  ^ettins:  information  and  views  from 
thoir  employees.  For  example,  these  industries,  which,  by  the  way, 
employ  about  40,000  workers,  report  that  the  average  rentals  which 
ihpir  employees  are  able  to  pay  rancre  from  $14  to  $40  per  month, 
with  an  average  for  the  whole  40,000  employees  of  about  $30  per 
mnnth.  About  one-half  of  the  employers  reported  that  tlieir  em- 
pl«»yees  <lesired  to  purchase  their  homes  op  a  monthlv-payment  basis. 
1  he  type  of  house  which  seems  to  be  most  in  demand  was  the  double- 
family  house,  or  two- family  house,  with  the  single-family  house  next. 

Al)oiit  one-half  of  the  eniployei-s  who  responded  to  the  inquiries  of 
the  planning  board  indicated  some  willingness  to  assist  fin'^ncially 
r  the  formation  of  a  housing  corporation,  this  willingncs.;.  hove  v<r, 
Mne^^nditioned  to  some  extent — in  fact,  to  a  large  extent — tm  the 
[•!in  adopted  for  carrying  out  the  ])roposition.  The  mercantile 
•^t.^hlishnients  as  well  as  the  industrial  establishments  were  cornmu- 
'  rate-i]  with,  and  the  reports  from  them  indicate  a  somewhat  higher 
'♦•rape  rental,  but  the  need  is  the  same  as  in  the  industries. 

The  furniture  stora^  warehouse  people  reported  an  unusually 
l.-tr*-  amount  of  furniture  on  storage.  From  19  returns  which  were 
r.*»»ire<l  by  the  planning  board  it  appeared  that  C.54G  families  at 
t'  It  timr^npproximately  July  1— had  their  furniture  in  storage 
•)•  n»  in  Boptcm.  Opinions  from  the  various  storage  warehouse  men 
r  'irate,  first,  that  there  is  a  considerable  increase  in  furniture  stor- 
*T*  this  year  over  any  previous  year;  second,  thnt  a  large  numlxr  of 
'iinilies  are  doubling  up,  duo  to  the  shortage  of  homes;  third,  that 
•^  -np  is  more  permanent  storage  than  there  has  been  for  many  years. 
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which  is  another  indication  of  the  housing  shortage ;  fourth,  that 
there  is  a  smaller  percentage  of  so-called  summer  storage. 

Those  facts  speak  for  themselves ;  that  either  people  are  boarding, 
or,  as  has  been  said,  they  are  doubling  up,  two  families  living  to- 
gether, or  in  various  ways  they  have  had  to  contract  and  put  their 
furniture  in  storage.  , 

The  real  estate  dealers  submitted  data  which  is  in  confirmation  of 
what  has  already  been  stated  as  to  the  needs  here  in  the  city,  and  it 
is  partly  on  that  data  from  the  real  estate  dealers,  as  well  as  from 
the  industrial  and  mercantile  establishments  and  the  furniture  stor- 
age warehouses,  that  the  estimate  of  3,000  to  5,000  houses  shortage  or 
housing  facilities  for  from  three  to  five  thousand  families  has  oeen 
based. 

Some  attempt  has  been  made,  Mr.  Chairman,  to  organize  a  financ- 
ing corporation  to  build  houses  for  sale  on  a  long-term  payment 
plan.  Early  in  the  summer — I  think  it  was  in  June — a  group  rep- 
resenting  financial  interests  and  real  estate  interests  was  called 
together  by  his  honor  the  mayor,  and  a  committee  was  appointed 
from  that  group.  Since  that  committee  has  been  working  the  money 
situation  has  become  even  more  stringent,  and  it  is  the  feeling  of 
the  committe<>  that  it  is  not  possible  to-day  to  finance  the  housing 
corporation  which  will  be  able  to  build  houses  and  sell  them  to 
workers  on  a  deferred-payment  plan  at  figures  which  will  be  reason- 
able and  which  will  effect  sales;  that  the  interest  rates  for  money 
are  so  high  that  people  can  not  be  expected  to  invest  in  housing 
operations,  which  at  most  can  pay  probably  less  than  one-half  oi 
the  prevailing  rate  of  interest,  if  the  houses  themselves  are  to  be  sold 
at  anything  like  prices  which  will  tempt  the  buyers  and  effect  sales. 

The  Chairman.  Mr.  Fay,  what  has  been  the  rate  of  interest  asked 
for  mortgage  loans  here  in  Boston  in  the  past? 
Mr.  Fay.  You  mean,  sir,  before  the  war? 
The  Chairman.  Yes;  before  the  war. 

Mr.  Fat.  Before  the  war  I  think  it  was  around  perhaps  5  per  cent 
or  so.  I  am  not  in  the  banking  business,  and  I  think  you  can  get 
more  definite  figures  as  to  that  from  certain  representatives  of  the 
banks  here,  and  I  had  rather  not  testify  as  to  that.  But  the  investi- 
gations which  we  have  made  indicate  that  in  housing  operations  d 
to  4  per  cent  interest  is  about  as  much  as  we  could  expect  to  get  on 
money  invested,  at  figures  which  would  allow  the  houses  to  be  sold 
on  a  deferred-payment  plan  at  figures  that  the  buyers  could  afford  to 
or  would  be  willing  to  pay. 

The  Chairman.  Just  what  do  you  mean  by  that?  You  say  3  or  4 
per  cent  interest  is  all  that  you  could  get? 

Mr.  Fay.  That  is  net — net  return  to  the  investor — after  paying  the 
taxes  and  amortization  charges,  and  so  on.  Up  to  the  present  tinae 
there  has  been  nothing  tangible  accomplished  in  the  way  of  organi- 
zation, through  the  agency  of  the  city,  of  a  corporation  for  the  build- 
ing of  houses. 

The  Chairman.  And  the  reason  for  that  is  that  you  are  unable  to 
finance  the  proposition,  is  it? 

Mr.  Fay.  That  is  the  primary  difficulty.  There  is  one  other  con- 
dition, too,  which  we  in  Boston  have  seen  and  that  Is  the  sale  or 
attempted  sale  by  the  United  States  Housing  Corporation  of  the 


BBCONSTRUCnON  AND  PBODUCTION.  441 

hcmsine  development  at  Quincy,  Mass.,  at  the  Fore  River  Shipyard, 
where  nouses  have  been  offered  for  sale  at  prices  substantially  oelow, 
1  believe,  the  cost  of  construction  this  year,  and  at  prices  less  than 
tlie  houses  cost  the  United  States  Housing  Corporation,  and  in  spite 
of  the  relatively  low  asking  price  and  easy  plan  of  deferred  payment 
I  understand,  although  I  have  not  the  figures — we  have  not  been  able 
to  «ret  them — that  these  houses  are  selling  very  slowly. 

The  Chairman.  Do  you  know  the  reason  for  that  ? 

Mr.  Fat.  Partly,  I  think,  because  of  their  location,  which  is  close 
to  the  Fore  River  Shipbuilding  Co.'s  plant,  Manjr  people  do  not 
<are  to  live  there,  and  parti}'  because  it  seems  to  be  in  the  minds  of 
the  people  hereabout  that  the  present  prices  for  building  are  abnor- 
rnallv  lugh  and  are  likely  to  fall  and  to  fall  materially.  In  other 
words,  people  believe  that  if  money  is  invested  to-day  in  houses  the 
xalue  ox  thoee  houses  may  shrink  materially  within  a  year  or  two, 
owing  to  a  fall  in  prices  of  materials  and  labor,  and  people  are  con- 
rinc^  hereabouts,  I  think — ^that  is,  the  public  at  large--that  prices 
have  risen  to  the  peak,  and  are  likely  to  so  down  to  a  lower  level 
before  many  years  have  passed.'  Personally,  it  is  my  own  opinion, 
as  a  dvil  engineer  and  one  engaged  in  construction  work,  that  we  are 
not  likely  to  see  any  substantial  decrease  in  the  cost  of  building  in 
this  section  for  the  next  few  years. 

The  Chaikman.  It  would  seem  that  if  there  is  a  shortage  in 
hniiging,  that  would  be  all  the  more  reason  why  you  would  not  ex- 
fH*nence  much  of  a  decrease  in  the  price  of  houses  in  the  near  future, 
f^pecially  if  people  are  not  going  to  build. 

Mr.  Fat,  That  is  very  true,  Senator. 

The  Chairman.  Mr.  Fav,  have  you  concluded  your  statement? 

Mr.  Fay.  I  will  hand  the  report  of  the  plannmg  board  to  the  re- 
p<»rter  for  filing. 

The  Chairman.'  Very  well.  I  want  to  ask  you  whether  there  has 
i  ♦•on  any  suggestion  put  to  your  board  or  to  any  board  that  you  know 
*»(  that  the  citv  should  take  under  consideration  the  modification  of 
y«.iir  building  laws,  so  as  to  provide  for  perhaps  a  more  modem  type 
'»f  ronstniction  of  concrete  buildings  that  might  cheapen  the  cost  of 
•»'r»«<ruction?  I  do  not  mean  cheap  houses  in  the  sense  that  they 
T»mld  be  poor  houses,  but  at  Baltimore  and  Philadelphia  recently  the 
;  ioposition  was  made  to  our  committee  that  a  modification  of  the 
'  'ilding  co<le  in  some  particulars  in  certain  neighborhoods  might 
:•  "haps  encourage  the  building  of  houses  that  people  could  buy  at 
'.  '*rt  moderate  prices.  Has  that  ever  been  considered  by  you  or  by 
:»ur  board? 

Mr.  Fat.  That  matter,  Mr.  Chairman,  has  been  cjiscussed  at  differ- 

■  'it  conferences  which  have  been  held  on  the  housing  situation,  and 

•  ule  there  are  manv  different  minds  on  the  subject,  I  think  that  the 

' mion  haa  been  ratlher  general  that  any  modification  of  the  building 

:w^  which  would  permit  of  a  too  cheap  class  of  building,  so  to  speak. 

'  Mild  be  unwise.    The  building  commissioner  of  Boston  is  here,  and 

I  thrnk  he  will  be  glad  to  discuss  that.    He  will  be  called  as  a  wit- 

^'^js  by  Mr.  Nichols,  and  he  may  be  able  to  give  you  some  further 

..-ht  on  that  point. 

The  Chairman.  T  asked  you  that  question  because  you  said  you 

*^'  an  engineer. 
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Mr.  Fa\.  Exactly. 

Tile  C'nA'KMAN.  In  New  York  City  Ave  have  a  building  law  that 
|)r<)\  ides  that  in  certain  sections  of  the  city  frame  houses  may  be 
const vucteil,  provided  tliey  do  not  occupy  more  than  80  per  cent 
of  the  front  width  of  the  lot.  That  would  permit  a  semidetached 
fruUK*  buiUlintr  to  be  erected  in  certain  sections  of  the  city.  Now,  in 
a  brick  lu>use,  built  semidetached^  you  can  have  an  8-inch  front  and 
rear  wall,  and  you  can  have  2-inch  floor  timbers  a^s  you  can  in  a 
frame  house;  this  reduces  the  cost  of  construction,  but  somehow  or 
other  you  can  not  have  them  in  a  separate  brick  house  under  the 
hiw,  as  the  code  is  construed.  The  code  should  be  modified  to  permit 
an  S-inch  brick  wall  in  both  types  of  houses.  It  seems  to  me  that  a 
careful  examination  of  lair  building  laws  might  be  made  so  as  to 
cut  down  the  cost  of  buildings. 

Mr.  Fay.  A  year  or  two  ago,  Mr.  Chairman,  the  building  code  of 
the  city  of  Boston  was  extensively  revised,  and  at  that  time  a 
revisory  iK>mmittee  of  builders,  architects,  and  engineers  sat  and  su^- 
gesteil  the  changes,  which  were  later  incorporated  in  a  legislative  act 
auil  passed,  so  that  the  building  law  of  Boston  is  perhaps  a  little  more 
up  to  date  than  that  of  some  other  cities,  this  revision  having  taken 
place,  I  think,  in  1918  and  1919. 

The  Chaiuman.  1  have  found  that  whenever  a  building  code  is 
uioditied  or  revised  there  is  a  tendency  to  make  the  character  of  con- 
struction heavier.  In  these  difficult  times  it  would  seem  to  me  ft 
uuestion  whetiicr  if  in  some  places  we  have  not  got  to  get  away  from 

that  iilea.  ,  .  -. 

I  want  to  ask  you,  Mr.  Fay,  if  the  large  industries  of  the  city,  the 
hugt^  factories  and  mill  owners,  have  done  anything  towards  solving 
this  (|uestion  for  themselves,  for  their  own  employees? 

Mr.  Kay.  There  has  been  practically  nothing  done  within  the  city 
linuts  of  Boston.  There  has  been  a  good  deal  done,  or  rather  quite 
a  little,  in  cities  outside  of  Boston,  in  Massachusetts,  and  in  other 
parts  of  New  England;  and  some  of  the  gentlemen  who  are  here  to- 
ihiy,  I  think,  can  testify  along  that  line;  but  there  has  been  very  little 
done  in  the  city  of  Boston  proper,  and  in  certain  sections  of  the  city — 
notably  in  Hyde  Park — we  find  the  situation  quite  acute;  that  the 
inthustries  are  actually  suffering  because  of  a  lack  of  help,  and  that 
liM*k  of  help  is  due  to  a  lack  of  housing. 

The  Chairman.  Have  vou  fixed  in  your  mind  any  definite  ideas  as 
to  what  Congress  might  ao  to  help  out  in  this  situation? 

Mr.  Fay.  That  is  a  pretty  broad  question,  Mr.  Chairman,  and  I  do 
not  know  that  I  could  help  you  very  much  in  that  direction.  I  would 
like  to  call  attention,  Mr.  Chairman,  to  the  fact  that  Mr.  Nichols, 
the  chairman  of  the  Boston  transit  commission,  who  represents 
Mnyor  Peters  at  this  hearing,  is  also  the  chairman  of  the  mayor's 
ctinimittce  on  rents  and  housing,  which  has  been  doing  notable  work 
all  throuirh  the  spring  and  summer  in  hearing  complaints  and  ad- 
juHting  difficulties  between  landlord  and  tenant;  and  that  is  a  phase 
of  the  city's  activities  in  this  housing  situation  which  I  think  your 
committee  should  hear. 

The  CiiAinMAx.  We  thank  you,  Mr.  Fay.  The  committee  wishes 
to  express  its  appreciation  of  the  part  you  liave  played  in  arinnging 
this  hearing,  sir. 
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Mr.  Fay.  Not  at  alL  Senator.    It  has  been  a  pleasure. 

Mr.  Nichols.  Mr.  Chairman,  I  think  the  committee  would  be  in- 
terested to  hear  from  Mr.  Wilson,  our  building  commissioner,  as  I 
observe  that,  quite  properly,  the  inquiry  turns  to  the  practical  mat- 
ter of  building,  which  has  been  very  much  under  discussion  and  in- 
vestigation by  mr.  Wilson. 

STATEMENT  OF  MB.  HEBBEBT  A.  WILSON,  BTJILDINO  COMMIS- 

SIONEB,  CITT  OF  BOSTON,  MASS. 

Mr.  Wilson.  Mr.  Chairman  and  members  of  the  honorable  Senate 
committee,  I  have  been  asked  to  appear  before  you  this  morning  to 
present  some  facts  in  relation  to  the  building  operations  in  this  city ; 
and  I  might  state,  perhaps,  at  the  outset  that  Boston  is  differentiated 
from  other  cities  and  towns  in  the  Commonwealth  in  that  we  are 
;:ovemed  by  a  law  passed  by  the  legislature — a  statutory  law.  Every 
other  city  and  town  in  the  Commonwealth  makes  its  own  laws  by 
city  ordinance,  through  its  local  city  or  town  government,  with  one 
or  two  exceptions,  perhaps.  We  have  a  general  State  law  regulating 
the  construction  of  theaters  and  garages  and  factory  buildings.  In 
metropolitan  Boston  we  have,  in  addition  to  that,  a  metropolitan 
Kre-prevention  commissioner,  who  takes  in  a  section  about  10 
miles  in  area  outside  of  the  statehouse — a  radius  of  10  miles — ^in 
which  he  has  control  over  certain  buildings  which  are  considered  of 
a  hazardous  nature;  and  he  promulgates  rules  and  regulations  cov- 
ering the  construction  of  that  class  of  buildings. 

'foe  fact  that  Boston  has  a  building  law  passed  by  the  legislature 
perhaps  makes  building  operations  in  the  city  a  little  more  burden- 
some to  the  owner  than  in  some  outside  cities,  and  particularly  towns 
where  no  building  laws  exist.  But  however  that  may  be,  the  legisla- 
ture has  seen  fit  to  set  up  a  code  for  the  city  of  Boston  to  be  gov- 
erned by. 

Now,  1  have  prepared  some  tables  here  which  will  show  the  con- 
>t ruction  of  buildings  in  the  city  for  the  past  10  years,  if  you  wish 
to  ^  back  that  far,  or  for  the  past  5  years ;  and  whUe  we  can  not 
'Y)mpare  costs  of  the  past  2  years  with  the  years  of  1916  and  1917. 
perhaps,  because  of  the  increased  cost  of  labor  and  materials,  yet  1 
i»ave  them  prepared  on  that  basis,  if  the  committee  wants  them. 

The  Chairman.  We  will  be  very  glad  to  have  those  tables. 

Mr.  WiiJSON.  In  1916  the  total  cost  of  buildings  in  the  city  of  Bos- 
ton, including  alteration  work,  was  $27,268,521,  and  the  total  number 
of  buildings  was  6,028. 

In  1917  we  had  4,679  buildings  at  a  total  cost  of  $23,000,000  and 
odd 

in  1918  we  had  3,979  buildings,  3,500  of  which  were  simply  altera- 
tions, 476  being  new,  at  a  total  cost  of  $7J06,(XX). 

That  is  the  lowest  year  the  city  of  Boston  has  ever  had;  1916  was 
thepeak  year  for  the  city  of  Boston. 

The  CiiAtRMAX.  That  is.  1916  was  the  largest  year  you  ever  had  ? 

Mr.  WiLwix.  Yes. 

Mr.  Afiu.cR.  $27,000,000. 

Mr.  Wii/KiN.  Yes. 

The  (*iiAiBMAN.  I  think  we  could  get  at  the  situation  better  by  the 
'.'•cal  number  of  new  buildings. 
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Mr.  WiiiSON.  In  1916  there  were  2,182  new  buildings  constructed 
at  a  cost  of  $22,583,000. 

The  Chairman.  Of  that  total,  how  many  were  dwelling  houses^ 
Have  you  those  figures? 

Mr.  Wilson.  Yes. '  In  1916  we  had  923  dwellings. 

The  Chairman.  Have  you  the  figures  indicating  for  how  many 
families — ^how  many  families  would  those  dwellings  accommodate? 

Mr.  Wilson.  Yes.  In  1916,  in  the  city  of  Boston,  there  were  629 
buildings — that  includes  all  kinds— dwellings  and  apartment  houses, 
tenement  houses  of  every  nature,  to  accommodate  3,228  families. 

The  Chairman.  Now,  1917? 

Mr.  Wilson.  In  1917  we  had  151  buildings,  housing  975  families. 

The  Chairman.  Now,  1918? 

Mr.  Wilson.  In  1918  we  had  two  buildings  to  house  six  families. 

The  Chairman.  Do  you  mean  to  say  that  that  is  all  the  boildin;: 
you  did  in  1918  ? 

Mr.  Wilson.  That  is  all  the  new  buildings  there  were  in  1918— 
two  buildings  to  house  six  families.  These  are  the  three-family 
houses  and  over  that  I  am  giving  you.  The  single  and  two-family 
houses — I  can  give  you  those  if  you  want  them. 

The  Chairman.  1  would  like  to  have  the  total  number.  In  otlier 
words,  in  1916,  you  built  625  houses  of  the  three- family  type  or  over? 

Mr.  Wilson.  Yes. 

The  Chairman.  To  house  3.228  families  ? 

Mr.  Wilson.  Yes. 

The  Chairman.  Now,  in  1917  vou  constructed  151  houses  of  the 
three-family  and  over  type;  that  would  accommodate  975  families ( 

Mr.  Wilson.  Yes. 

The  Chairman.  And  in  1918  you  constructed  two  tenements  of  the 
three-family  and  over  type,  to  house  six  families  ? 

Mr.  Wilson.  Yes.  In  other  words,  there  were  but  two  tliree-fam- 
ily  houses  built  in  Boston  in  1918. 

The  Chairman.  In  1919  how  manv  of  those  t(»nenieuls  di^l  vou 
build? 

Mr.  Wilson.  Thiity-three. 

The  Chairman.  To  house  how  many  families^ 

Mr.  Wilson.  Three  hundred  and  thirty-one  families. 

The  Chairman.  Three  hundred  and  thirty-one  families? 

Mr.  Wilson.  Yes:  and  in  1920,  up  to  the  1st  of  August,  we  had  l^ 
houses  to  house  159  families. 

The  Chairman.  So  that  in  the  matter  of  tenement  or  apartment 
houses,  or  multiple- family  houses,  as  some  j^eople  call  them,  this 
year,  1920,  in  the  seven  months,  you  have  provided  for  159  famili<^. 
as  against  in  1916,  in  the  same  period,  about  1,500  families  1? 

Mr.  Wilson.  Yes. 

The  Chairman.  That  is,  in  1916? 

Mr.  WiLvSON.  Yes. 

The  Chairman.  So  that  this  vear,  so  far.  vou  have  onlv  hu\\\ 
alx)ut  one-tenth 

Mr.  Wilson.  Yes;  about  one-tenth. 

The  Chairman.  Of  the  number  of  houses  that  you  built  in  1916  f 

Mr.  Wilson.  Yes.  Xow,  in  1918  we  built  a  total  of  26  dwellinjrs 
to  house  140- 
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The  Chairman  (interposing).  Mr.  Wilson,  can  you  go  back  to 
1916  and  give  us  the  total  number  of  one  and  two  family  houses  btiilt 
in  the  city  of  Boston,  and  how  many  families  they  would  accommo- 
<late,  if  you  can  give  that? 

Mr.  Wilson.  I  can  give  you  the  number  of  dwellings,  which  in- 
clude one  and  two  family  houses — 923. 

The  Chairman.  In  1916? 

Mr.  Wilson.  Yes. 

The  Chairman.  Now,  in  1917? 

Mr.  Wilson.  Two  hundred  and  eighty-one. 

The  Chairman.  1918? 

Mr.  Wii>M)N.  Twenty-four. 

The  Chairman.  191*9? 

Mr.  Wilson.  One  hundred  and  twenty.  And  57  this  year,  up  to 
.Vugust  1. 

The  Chairman.  I  think  the  falling  off  in  housing  in  this  city  is 
I^erhaps  worse  than  in  any  other  city  I  have  yet  heard  of. 

Mr.  Nichols.  I  do  not  think  it  is  much  worse  than  New  York. 

Mr.  Wilson.  It  may  be  interesting  to  the  committee  to  know  that 
in  1919  we  con.structed  606  new  garages  at  a  total  cost  of  nearly 
?^6,000,0()0. 

Mr.  Miller.  Could  vou  give  us  the  figures  for  garages,  going  back 
to  1916?^ 

Mr.  Wilson.  Yes,  sir.  In  1916  we  built  449  garages,  at  a  cost  of 
^3,130,000. 

Mr.  Miller.  That  is,  commercial,  j)rivate,  and  all? 

Mr.  Wilson.  Yes. 

Mr.  Miller.  Yes.  We  class  a  building  that  accommodates  one  car 
ri-^  a  garaire.    That  was  in  1916.    No,  1917 — the  garages? 

Mr.  Wii-soN.  In  1917  we  built  393  garages  at  a  total  cost  of  $4,- 
.%<wMHH).  That  is  1917.  Now,  in  1918  we  built  202  garages  at  a  cost 
«if  !<JXK),00<):  and  in  1919  we  built  606  garages  at  a  total  cost  of  $5,- 
2<K),000. 

Mr.  MiixER.  And  how  many  this  vear  up  to  date,  please? 

Mr.  Wn>«)X.  I  hnve  not  the  numlier  of  garages  up  to  date.  1  can 
iTH  that  for  you,  if  vou  would  like  to  have  it.  for  this  year. 

The  Chairman.  Very  well:  please  send  that  to  us  at  '29  West 
Thirtv-ninth  Street,  New  York  Citv. 

Mr.  Wilson.  (Jarages  to  August  1  of  this  year? 

The  Chairman.  Yes. 

Mr.  Wii>«)N.  Yes,  sir.  Senator:  I  will  fs^^t  that  for  you  and  send 
it  to  you. 

The  (^hairman.  Mr.  Wilson,  you  meet  the  men  who  liuild  hou.ses 
h»-n*  every  day,  coming  into  your  office,  do  you  not? 

Mr  Wiij^oN.  Yes,  sir. 

Th«*  Chairman.  What  do  they  coin|)lain  of  the  most,  as  the  reas(m 
^hy  thev  do  not  huild? 

Sir.  Wilson.  The  high  cost  of  hil>or  and  the  sc*arcity  of  ma- 
i»-rials — principally  now  steel  and  renient.  1  know  of  one  large 
'•'  itder  in  this  city  who  has  $2r),0(K),(M)()  worth  of  work  in  this  eastern 
•^^tion  of  the  country,  who  has  just  put  45  men  on  the  road  to  try 
i»  ^PTiire  rement  alone.  Most  of  his  work  is  held  u))  on  account  of 
;i  la''k  of  cement. 
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The  Chairman.  Well,  I  do  not  know  whether  this  committee  can 
help  you  materially  in  that  regard,  but  you  perhaps  heard  iny 
announcement  in  the  beginning 

Mr.  Wilson.  Yes,  I  did,  Senator. 

The  Chairman.  That  we  have  a  committee  of  Boston  men  acting 
with  the  railroad  people  to  relieve  the  situation,  and  if  those  men 
can  come  into  your  office,  as  they  undoubtedly  will,  perhaps  you  can 
help  them  in  some  way. 

Mr.  Wilson.  I  will  be  glad  to  try  to  do  what  I  can. 

The  Chairman.  Have  you  heard  much  complaint  about  a  shortaga 
of  money  for  financing  building  operations? 

Mr.  W  iLsoN.  Yes. 

The  (^iiairman.  Then,  transpoi'tation  and  financing  are  your  chief 
troubles  i 

Mr.  WiLSi^N.  Yes. 

The  Chairman.  Do  you  'believe,  Mr.  Wilson,  that  the  building 
operators  would  proceed  here  and  help  to  work  this  thing  out  if 
they  had  material  and  the  money? 

Mr.  Wilson.  I  think  it  would  help  to  a  considerable  extent,  Sena- 
tor. There  is  one  other  thing  which  Mr.  Fay  touched  upon,  and  that 
is  the  fact  that  a  great  many  people  have  the  impression  that  we  are 
at  tlie  peak  of  this  thing  and  that  the  prices  are  coming  down,  and 
they  do  not  want  to  go  in  and  then  have  the  thing  drop  with  a  build- 
ing that  costs  them  such  exorbitant  prices  on  their  hands. 

The  Chairman.  Have  you  heard  any  suggestion  of  a  combination 
here  in  the  building-material  line  to  fix  prices?  In  other  words,  has 
there  been  any  complaint  made  to  you  of  people  profiteering  unusu- 
ally in  building  materials? 

Mr.  Wilson.  No  ;  that  has  not  come  to  my  knowledge,  Mr.  Chair- 
man. 

The  Chairman.  Have  you  heard  any  complaint  about  inefficiency 
of  labor  in  building? 

Mr,  Wilson.  Yes,  sir;  every  day. 

The  (Chairman.  Is  that  as  bad  as  it  was  said  to  be  six  months  ago? 

Mr.  Wilson.  Yes;  there  is  just  about  the  same  condition  now  as 
there  was  six  months  ago,  I  should  say. 

The  Chairman.  So  that  that  is  a  real  complaint  here — that  labor 
is  not  doing  a  day's  work? 

Mr.  Wilson.  Absolutely. 

The  Chairman.  Is  most  of  your  building  for  housing  purposes 
curried  on  by  men  who  build  by  contract,  or  wno  build  for  the  market, 
ftH  it  were? 

Mr.  Wilson.  Of  course,  we  have  both,  but  I  think  the  majority  are 
built  by  the  owners  here. 

The  Chairman.  Men  who  build  for  themselves? 

Mr.  Wilson,  Yes. 

The  Chairman.  Who  build  and  rent  or  build  and  sell? 

Mr.  Wilson.  Who  build  to  rent,  largely.  Of  course,  there  are 
some  wlio  build  on  the  speculative  basis. 

The  Chairman.  Have  you  heard  any  complaint  about  financial 
institutions  having  exacted  bonuses  for  loans? 

Mr.  Wilson.  I  have  heard  of  it,  but  I  do  not  know  anything,  about 
it  other  than  hearsay.    That  is  all. 

The  Chairman.  The  committee  thanks  you,  Mr.  Wilson. 
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Mr.  Wilson.  Not  at  all,  Senator.  I  can  leave  a  copy  of  these  tables 
\^ith  the  committee,  if  you  would  like. 

The  Chairman,   les;  thank  you,  sir. 

Mr.  Nichols.  Mr.  Chairman,  I  will  now  attempt  to  cover  very 
briefly  some  of  the  work  of  the  mayor's  rent  and  housing  committee, 
wliich  supplements  the  work  of  the  planning  board,  ana  deals  more 
directly  with  the  relations  between  landlord  and  tenant.  We  were 
ap|)ointed,  with  somewhat  indeterminate  powers,  the  latter  part  of 
last  March,  and  we  found  immediately  that  there  were  scores  of  cases 
of  rent  increases,  notices  to  vacate,  and  threatened  evictions,  which 
required  immediate  consideration,  unless  the  courts  were  going  to  be 
.^»riously  embrarrassed  with  an  unusual  volume  of  business.  This 
rommittee  has  handled,  since  April  1,  something  over  2,000  com- 
plaints— about  2,400.  It  has  averaged,  you  see,  about  100  complaints 
a  week. 

These  complaints  have  been  based  upon  the  antiprofiteering  laws 
which  were  enacted — one,  the  30-day  notice  law — by  the  legislature 
Inst  year,  and  the  extension  of  that  law  by  the  legislature  this  year. 
I  have  here  all  of  these  laws,  which  I  think  may  be  of  interest  to  your 
<*oinmittee. 

The  Chairman.  Yes. 

Mr.  Nichols.  I  may  say  that  they  are  somewhat  like  your  New 
York  laws,  with  which  you  are  perhaps  entirely  familiar. 

The  Chairman.  Yes. 

Mr.  Nichols.  The  rent  and  housing  committe-e  receives  complaints 
from  a  tenant,  calls  in  the  landlord,  and  attempts  to  fix  up  a  compro- 
nu.se;  and  it  has  been  successful  in  almost  every  case  in  coming  to 
'^»me  kind  of  an  agreement  I  think  about  50  per  cent  of  our  cases 
have  lK?en  decided — a  little  oyer  50  per  cent,  perhaps — decided  some- 
w  liat  in  faA'or  of  or  to  some  extent  in  favor  of  the  tenant,  and  some- 
thing like  40  per  cent  have  been  decided  somewhat  in  favor  of  the 
iaiMllord — 30  to  40  per  cent.  The  landlord,  of  course,  is  not  always 
riirht,  and  neither  is  the  tenants  but  usually  we  have  been  able  to 
^ffwt  an  agreement :  and  we  find  in  most  cases  that  both  parties  really 
want  to  Ire  fair,  although  in  some  cases  it  would  appear  that  they  do 
r.Mt.,  That,  however,  has  been  true  more  recently  than  before. 

I  shall  not  speak  at  great  length  about  this,  but  I  wish  to  give  you 
a  somewhat  comprehensive  i(lea — an  outline — of  the  committee's 
Hork  as  it  has  proceeded  since  last  spring  and  has  been  carried  for- 
ward during  the  summer  months. 

<>n  August  6  our  record  showed  something  like  this:  That  out  of 
i'.125  rases  the  rent  increases  adjusted  were  4()9,  the  rent  increases 
'•find  not  unreasonable  were  196,  tenant  and  owner  agreed  to  adjust 
'•••*),  an<l  there  were  392  cases  where  there  was  an  eviction  pending  or 
1  summary  prwess  in  sight;  392  where  there  was  an  extension 
LTunted  on  the  eviction  notice.  The  extension  was  found  impossible 
'T.  the  notice  to  vacate  in  only  53  cases.  We  had,  moreover,  a  survey 
f n»m  the  board  of  assessors,  showinff  that  about  2.(K)0  tenements  were 
':«4  inhabited,  and  our  inquiry,  which  was  conducted  by  means  of 
'{'ip«tionnaires  to  the  owners  of  those  tenements,  indicated  that  a 
j'^td  many  of  them  in  the  congested  parts  of  the  city  were  entirely 
:nfit  for  liabitation;  that  the  oSvners  could  not  secure  money  with 
«  hich  to  repair  them. 
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The  ordinary  way  of  looking  at  the  housing  situation,  I  confess  it 
was  my  thou^nt  that  it  was  a  plan  to  get  homes  for  working  men» 
but  the  experience  of  our  committee  has  shown  that  is  not  the  case. 
We  have  whole  apartment  houses  in  the  best  parts  of  the  city  where 
the  rent  increase  has  been  anywhere  from  40  to  50  per  cent,  and 
where  presumably  a  fair  rate  would  be  not  in  excess  of  25  per  cent. 
Apartments  are  renting  from  $80  to  $100  a  month,  and  for  a  first- 
class  apartment  in  this  city  to-day  the  price  is  from  $100  up  to 
$1,800,  or  even  $2,500  in  some  cases  for  the  better  class  of  apartments^ 
and  they  are  readily  taken  at  those  high  figures.  While  we  have  had 
2,400  complaints,  1  do  not  think  that  figure  represents  the  entire 
amount  of  social  unrest  in  this  city,  for  every  family  has  had  an 
increase  in  rent,  and  it  is  only  through  the  very  good  judgment  and 
the  action  of  this  committee  that  you  have  had  anything  like  amicable 
relationship  between  the  two  parties.  I  think,  therefore,  Mr.  Chair- 
man, that  our  conclusions  would  point  to  the  necessity  for  the  con- 
struction of  a  type  of  house  which,  I  think,  is  what  ^Ir.  Fay  had  in 
mind,  which  is  a  pretty  good  house;  and  I  have  sometimes  j^ersonally 
thought — and  this  is  my  own  notion  about  it^hat  the  trouble  with 
those  houses  in  Quincy  was  that  they  were  built  more  for  operatives 
who  wanted  or  had  to  live  in  that  vicinity — in  the  vicinity  of  the 
shipyards — and  they  did  not  attract  other  people  who  were  bein^ 
sorely  pressed  for  quarters. 

The  Chairman.  In  other  words,  that  they  were  for  emergency 
purposes,  where  the  houses  had  to  be  built  at  once,  and  where  people 
would  not  think  of  purchasing  for  a  permanent  home  ? 

Mr.  Nichols.  Yes,  sir;  but  not  tliat  they  are  not  permanent,  be- 
cause I  think  they  are;  but  I  do  not  believe  the  people  think  they 
are.  That  is  the  trouble.  I  do  not  think  that  people  are  impressed 
with  the  new  type  of  houses.  They  want  something  better.  I  think 
it  is  a  good  house ;  I  think  Mr.  Fay  is  making  good  liouses,  and  other 
people,  too;  but  it  is  hard  to  get  a  loan  on  them,  and  people  are  a 
little  bit  apprehensive  about  it.  Thev  do  not  know  whether  that 
house  is  going  to  be  standing  10  years  from  now. 

The  Chairman.  And  then  a  gi*eat  many  people  do  not  want  to  live 
so  near  their  places  of  employment  ? 

Mr.  Nichols.  That  is  very  true.  That,  Mr.  Chairman,  is  a  general 
outline  of  what  we  have  been  doing  here.  We  thought  that  our 
work  would  be  greatly  increased  owing  to  the  vacationists  coming 
back,  but,  strange  to  say,  it  has  not  been  increased  in  the  last  week 
or  so.  I  think,  therefore,  that  our  fall  troubles — a  great  many  of 
them — were  fixed  up  in  June.  The  complaint  line  runs  somewhat 
irregularly,  in  rather  a  steady  level ;  it  covers  rather  a  plane ;  it  does 
not  go  shooting  up  this  way  and  then  back  again.  I  think  we  will 
have  a  little  increase  in  October. 

This  situation  is,  of  course,  complicated  by  a  great  many  other 
considerations.  There  is  quite  a  movement  here  to  sell  apartments 
on  various  schemes,  and  I  do  not  like  to  pass  on  them.  There  are 
some  people  who  are  buying  houses  to-day.  Our  committee  exam- 
ined the  city  along  in  June,  and  I  guess  I  personally  looked  at  a 
hundred  houses,  and  the  prices  of  those  houses  were  exceedingly 
high.  They  were  way  up  in  the  air,  and  they  could  not  sell  them., 
but  some  of  those  prices  have,  I  think,  come  down,  and  you  can  buy 
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a  vacant  house  to-day  in  Boston  a  little  cheaper  than  you  could  two 
or  three  months  ago,  and  there  are  a  good  many  vacant  houses ;  but 
the  prices  are  even  now  so  high  that  many  people  will  not  buy  them, 
and  they  will  only  buy  when  there  has  been  some  deflation  in  credit ; 
and  it  seems  to  me  that  the  problem  is  one  of  deflation  more  than 
anvthing  else;  that  labor  and  materials  will  have  to  be  made  avail- 
able for  building,  and  then  the  people  will  build  and  buy.  But  all 
of  that  will  be  more  fully  discussed  by  oftier  people,  and  I  do  not 
wish  to  take  up  any  more  time.  We  have  with  us  the  mayors  of 
various  cities,  and  I  know,  Mr.  Chairman,  that  you  will  be  interested 
to  hear  their  stories. 

The  Chairman.  Indeed,  we  shall,  Mr.  Nichols. 

Mr.  Nichols.  I  am  going  to  call  first  on  Mayor  Adams,  of  Spring- 
field, if  he  is  here. 

STATEMENT  OF  HON.  AETHTIE  A.  ADAMS,  MAYOE  OF 

SPEINOFIELD,  MASS. 

Mr.  Adams.  Mr.  Chairman  and  gentlemen,  I  have  not  very  much 
to  say,  except  that  Springfield,  in  common  with  other  cities  in  our 
vicinity,  at  least  is  suffering  on  account  of  a  shortage  of  houses.  Of 
course,  rents  have  gone  up,  and  the  rent  situation  in  Springfield  to- 
day is  acute. 

Springfield  is  growing  very  rapidly,  and  the  construction  of  new 
hcmses  is  not  by  any  means  keeping  pace  with  the  demand  of  our 
new  people. 

The  Chairman.  What  is  the  population  of  Springfield,  Mr. 
Mayor? 

Ats  Aoahs.  Springfield  has  130,000  population. 

The  Chaibmax,  And  how  much  has  that  increased  in  the  last  10 
vpurs  i 

Mr.  Adams.  About  45  per  cent. 

The  Cu.\iRMAN.  That  is  a  very  large  increase,  sir. 

Mr.  Adams.  Yes:  Springfield  is  making  very  rapid  strides. 

The  Cit.viRMAN.  Has  that  been  caused  by  the  location  there  of  in- 
•iu<tries  of  different  characters^ 

Mr.  Adams.  Yes:  there  are  industries  of  various  kinds  located  in 
>l»rin;rfiel<l.  You  might  say  that  Springfield  is  a  city  of  diverse  in- 
i'*-trv.  and  its  location  on  railroads,  north  and  south  as  well  as  east 
afi.j  west,  is  verv  advantageous:  and  probably  on  that  account  and  on 
.  '^  unt  of  the  liighly  skille<l  mechanics  which  can  be  obtained  there 
>f»rjn{rfield  is  selected  by  these  manufacturing  industries  in  the  estab- 
1.-  »menl  of  their  branch  and  original  plants. 

Ihe  Chairman.  And  it  looks,  does  it,  as  if  that  increased  popula- 
t  '-rj  is  of  a  permanent  character,  Mr.  Mayor  ( 

Mr.  .\bam8.  Absolutely  so.  I  see  no  indications  of  any  reduction 
u  >pringfiehrs  iKipulation.  In  fact,  I  think  this  same  growth  will 
•«'>«ioiibtedlt  be  maintained. 

WV  find  that  cement,  which  is  so  difficult  to  obtain— that  the  lack 

•  f  <vro4*nt  is  interfering  with  the  city's  street  and  sewer  construc- 

J  "fi  pn>gnim.    Presumably  the  causes  for  the  nonreceii)t  of  cement 

ar»-  more  or  less  complex,  but  wo  see  defects  in  transimrtation  and 
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the  inability'  of  the  manufacturers  to  secure  coal  as  the  probable  rea- 
sons for  the  delays. 

The  Chairman.  You  say  that  the  manufacturers  are  complainintr 
of  a  shortage  of  coal  and  of  the  high  prices  of  coal  ? 

Mr.  Adams.  Yes.  Coal,  as  you  know,  is  not  arriving  in  Spring- 
field ;  at  any  rate,  as  rapidly  as  it  is  desired.  Consequently  the  price 
is  going  up,  and  the  people  are  more  or  less  alarmed  in  the  city  over 
their  inability  to  obtain  c(Jal. 

The  Chairman.  I  understood  you  to  say,  Mr.  Mayor,  that  people 
building  houses,  and  also  your  public  works,  are  complaining  about 
nondelivery  of  cement  ? 

Mr.  Adams.  Yes. 

The  Chairman.  And  other  building  materials? 

Mr.  Adams.  Yes.    * 

The  Chairman.  I  might  say,  in  connection  with  that,  that  there 
has  been  a  committee  appointed  here  in  Boston  which  will  arran^je 
with  the  railroads  to  cover  aU  the  cities  of  this  State  in  an  eflfort 
to  obtain  materials  when  they  are  needed  very  badly. 

Mr.  Adams.  You  mean  building  material  ? 

The  Chairman.  Yes. 

Mr.  Adams.  And  coal? 

The  Chairman.  No;  dealing  only  with  building  materials.  We 
are,  however,  o;iving  attention  to  the  coal  situation  ourselves  and  we 
to  induce  the  Shipping  Board  to  help  us.  To-day,  as  you  may  know, 
it  costs  a  dollar  and  a  half  more  a  ton  to  bring  coal  to  New  England 
by  the  rail-and-water  route  than  it  does  by  rail  direct;  but  we  are 
endeavoring  to  induce  the  Shipping  Board,  even  at  a  loss,  to  bring 
coal  to  New  England  in  this  emergency. 

Mr.  Adams.  I  see. 

The  Chairman.  Even  at  a  loss,  if  necessary,  directly  from  New- 
port News  by  water,  so  as  to  relieve  the  other  transportation  facil- 
ities— the  rail  facilities — of  the  heavy  burdens  now  on  them. 

Mr.  Adams.  I  certainly  hope  that  may  be  done. 

Mr.  NicHOi^.  Mr.  Mayor,  how  far  up  is  the  Connecticut  River 
navigable,  or  is  it  possible  to  take  tidewater  coal  up  the  Connecticut 
River  to  supply  Hartford  and.  Springfield  ? 

Mr.  Adams.  Yes;  the  smaller  barges  can  be  transported  to  Hart- 
ford, which  is  about  35  or  40  miles  from  Long  Island  Sound ;  but  the 
Connecticut  River  is  not  navigable  above  Hartford.  We  have  here 
this  morning  men  who  are  competent  to  talk  on  these  different  sub- 
jects, and  I  would  like  to  suggcest  that  our  building  commissioner, 
Mr.  Lumis,  is  prepared  to  furnish  you  with  statistics  as  to  building 
operations  during  recent  years,  ana  Mr.  Adolph  Gilbert,  connected 
with  the  Chapman  Valve  Manufacturing  Co.,  can  give  you  informa- 
tion as  to  the  manufacturing  industries  and  the  eifects  of  these  con- 
ditions upon  them ;  and  we  have  also  Mr.  John  .W.  Brand,  who  is 
treasurer  of  the  Springfield  Institution  for  Savings,  who  may  be 
able  to  impart  some  knowledge  as  to  the  financial  situation  in  its  re- 
lation to  the  building  situation.  Then,  Secretary  Jackson,  of  our 
chamber  of  commerce,  is  also  here,  who  will  perhaps  touch  upon  the 
mercantile  phase  or  side  of  this  matter.  We  also  have  Mr.  Leslie  H. 
Allen,  who  is  connected  with  Fred  T.  Ley  Co.,  of  Springfield,  a  large 
construction  company,  who  will  give  you  some  information  as  to  the 
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housing  and  building  industry.  Is  there  anything  further,  Mr. 
Chairman? 

The  Chairman.  Mr.  Mayor,  have  you  any  concrete  suggestion  to 
make  to  the  committee  that  you  think  would  be  helpful  m  working 
out  some  kind  of  Federal  assistance  to  relieve  your  difficulties  ? 

Mr.  Adams.  I  am  sorry.  Senator,  to  say  that  I  have  not. 

The  Chairman.  I  doubt  if  the  transportation  situation  can  im- 
prove that  in  any  really  material  way  until  the  coal  situation  is  taken 
care  of.    The  matter  of  financing,  of  course,  is  a  difficult  one? 

Mr.  Adams.  Yes. 

The  Chairman.  Perhaps  you  ma}'  have  formulated  in  your  own 
mind  some  ideas  on  the  subject? 

Mr.  Adams.  I  regret,  sir,  that  I  do  not  feel  competent  to  suggest 
anvthing  in  a  concrete  way. 

The  Chairman.  If  in  the  meantime  anything  does  suggest  itself 
to  vou,  I  will  be  very  glad  to  have  you  write  me  about  it. 

Mr.  Adams.  I  thank  you  very  much,  Senator.  I  shall  be  very 
much  pleased  to  do  so. 

Mr.  XiCHOLS.  Mr.  Chairman,  we  have  here  the  gentlemen  of  whom 
Mayor  Adams  spoke.  I  notice  that  Mayor  Kay,  of  Fall  River,  is 
here :  Mayor  Ashley,  of  New  Bedford,  a  representative  of  the  mayor 
of  Chelsea :  Mayor  Creamer,  of  Lynn ;  and  Mr.  Reidy,  of  the  Wor- 
cester Housing  Corporation.  I  think  that  is  quite  a  program,  but 
I  hope  we  can  cover  all  of  it  by  1  o'clock;  and  I  am  going  to  ask 
Mayor  Adams  if  Mr.  Gilbert  is  here  ? 

Mr.  Adams.  Yes;  Mr.  Gilbert  is  here. 

Mr.  XicHOi>5.  All  right,  Mr.  Gilbert. 

STATEHEHT  OF  MB.  A.  W.  GILBEBT,  OF  THE  CHAPMAN  VALVE  CO., 

SPBINGFIELD,  MASS. 

The  Chairman.  Mr.  Gilbert,  you  are  a  manufacturer? 

Jfr.  G  HUBERT.  Yes,  sir. 

The  CiiAiKMAN.  And  how  many  men  do  vou  employ? 

Mr.  CxiLnERT.  About  700  men,  sir.  We  fiave  no  housing  proposi- 
tion connected  with  our  factory,  although,  as  manufacturers,  we  came 
lo  the  conclusion  that  we  will  have  to  do  something  of  that  kind  for 
<»>jr  men  our.'^elves  ns  a  factory.  All  the  evidence  we  can  obtain  is 
that  it  is  very  difficult  to  ^et  houses  built  with  the  idea  of  making 
any  profit  on  them,  and  we  believe  that  that  is  one  of  the  responsi- 
I'llities  of  the  manufacturer,  to  look  after  himself,  to  a  certain 
«*\t»'nt.  under  present  conditions.  Our  men  sliow  a  disposition 
and  a  willin^ess,  and  they  ai'e  able  to  purchase  homes  at  cost 
I»rir<^,  if  we  cure  to  build  them:  but  we  have  not  <rone  into  it  so  far, 
and  I  know  verj'  little  about  the  housin«r  question  personally,  exce])t 
]u<x  what  we  have  decided  on  as  manufacturers,  and  we  really  in- 
t»»nd  to  proceed  and  build  hous**s  for  our  men  to  a  certain  extent. 

The  Chairman.  Mr.  Gilbert,  our  incpiiries  have  developed  the  fact 
that  a  preat  manv  manufacturers  throughout  the  country,  realizing 
thf  need  of  providing  homes  for  their  men,  are  going  into  this  prot)o- 
Mtion  of  erecting  attractive  homes  for  their  men  and  selling  them 

it  Cf>6L 

Mr.  GiLBEBT.  Yes. 
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The  Chairman.  And  placing  a  first  mortgage  on  the  houses 
through  some  outside  agency,  and  then  taking  a  second  mortgage  in 
some  form  or  other,  and  having  it  arranged  in  such  a  way  that  it 
can  be  paid  off  in  installments. 

Mr.  Gilbert.  That  has  been  our  conclusion,  too. 

The  Chairman.  I  know  of  some  splendid  arrangements  of  that 
character  throughout  tlie  country,  and  it  seems  to  me  that  would  be 
a  most  helpful  thing  for  the  successful  manufacturers  of  the  country 
to  take  up  seriously. 

Mr.  Gilbert.  Our  men  are  willing  to  pay  8  to  10  per  cent  of  the 
cost  in  cash,  with  the  company  to  carry  the  balance,  and  to  pay  it 
off  in  small  amounts. 

The  Chairman.  I  think  where  you  go  out  and  build  30  or  40  or 
exen  50  houses  at  one  time,  and  purchase  your  material  at  wholesale, 
lis  it  were,  you  can  arrange  for  your  transportation  of  materials,  and 
you  can  cut  down  your  cost  perhaps  25  per  cent. 

Mr.  (iiLBERT.  Yes;  I  think  so. 

The  Chairman.  And  then,  if  you  sell  them  at  cost,  you  would  get 
out  safely. 

Mr.  Gilbert.  Yes.  I  presume  we  would  not  attempt  to  build  less 
than,  say,  20  or  25  houses  at  one  time,  and  from  that  on  up  to  50, 1 
think,  would  be  better.  I  think  the  payments  could  be  taken  care  of 
by  the  men  in  that  way,  if  the  company  would  assist  them. 

The  Chairman.  That  is  the  most  commendable  thing  I  know  of 
that  the  manufacturers  could  do,  and  I  think  the  manufacturers  of 
this  section  of  the  country  should  give  that  matter  serious  considera- 
tion. 

Mr.  Gilbert.  I  think  they  are  doing  so  now,  Mr.  Chairman. 

The  Chairman.  Is  that  all  .you  have  to  say,  Mr,  Gilbert  ? 

Mr.  (iiLBERT.  Yes,  Senator. 

The  Chairman.  Thank  you,  Mr.  Gilbert. 

Mr.  Nichols.  Xow,  let  us  have  Mr.  John  W.  Brand,  treasurer  of 
the  Springfield  Institution  for  Savings,  of  Springfield,  Mass. 

STATEMENT  OF  ME.  JOHN  W.  BRAND,  TKEASTTREB  SPSINOFIELI) 
INSTITUTION  FOE  SAVINGS,  SPEINGFIELD,  MASS. 

The  Chairman.  Mr.  Brand,  I  believe  you  are  treasurer  of  the 
Springfield  Institution  for  Savings? 

Mr.  Brand.  Yes,  sir. 

The  Chairman.  That  is  a  mutual  savings  institution,  is  it? 

Mr.  Brand.  Yes ;  mutual  savings  bank. 

The  Chairman.  How  much  have  you  on  deposit? 

Mr.  Brand.  A  little  under  $29,000,000. 

The  Chairman.  How  long  has  that  bank  been  in  existence? 

Mr.  Brand.  Since  1827 — ninety-odd  years. 

The  Chairman.  You  loan  money  on  fii'st  mortgages  on  improved 
real  estate? 

Mr.  Brand.  Yes. 

The  Chairman.  What  is  the  law  in  this  State  as  to  the  percentage 
of  deposits  that  you  may  loan  in  that  way? 

Mr.  Brand.  We  may  not  loan  over  70  per  cent,  but,  as  a  matter 
of  fact,  most  banks  limit  the  percentage  to  somewhat  less  than  that, 
in  order  to  have  their  assets  in  more  liquid  shape. 
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The  Chairman.  About  what  percentage,  if  you  know,  have  the 
savings  banks  of  this  State  loaned  on  mortgage?" 

Mr.  Brand.  Roughly,  60  per  cent. 

The  Chairman.  And  have  you  loaned  that  much  ? 

Mr.  Brand.  Ours  is  a  little  under  60  per  cent ;  it  is  about  58  or  69 
per  cent.     It  fluctuates,  of  course. 

The  Chairman.  You  try  to  loan  that  money  in  small  amoimts, 
<lo  you  ? 
*  Xir.  Brand.  Yes. 

Tlie  Chairman.  That  is  to  sav,  in  sums  of  $3,000,  $5,000,  or 
$10,000  ? 

Mr.  Brand.  Yes. 

The  Chairman.  Rather  than  in  large  amounts? 

Mr,  Brand.  Yes.  Of  course,  we  have  some  demand  for  large  busi- 
ness loans,  which,  of  course,  we  take  care  of  as  far  as  we  can ;  but,  as 
a  matter  of  fact,  most  of  our  loans  are  small. 

The  Chairman.  Thev  average  about  how  much,  please? 

Mr.  Brand.  Around  $3,000. 

The  Chairman.  What  amount  have  you  loaned  on  bond  and  mort- 
gage ?     Have  you  the  total  there  ? 

Mr.  Br-\nd.  Yes.  With  our  institution  we  have  a  little  over 
?16/K)0,000  at  the  present  time,  and  our  deposits  are  $28,800,000,  so 
you  see  that  is  nearly  60  per  cent. 

The  Chairman.  And  what  rate  of  interest  do  you  charge? 

Mr.  Brand.  Five  and  a  half  per  cent. 

The  Chairman.  Has  the  rate  of  interest  been  increased  in  the 
last  four  or  Rxe  years? 

Mr.  Brand.  We  increased  it  one-half  of  1  per  cent  in  1918. 

The  Chairman.  So  in  the  period  of  1914,  1915,  and  1916  you  were 
Hiarffincr  5  per  cent? 

Jfr.  Brand,  Yes. 

ITie  Chairman.  And  now  you  are  charging  5^  per  cent? 

Mr.  Brand.  Yes. 

Tlie  Chairman.  How  do  you  loan  that  money?  Directly  to  the 
I'uilder  ? 

Mr.  Brand.  Preferablv  to  the  home  maker.  Of  course,  if  a  builder 
«^>mes  in  with  a  satisfactory  loan  we  take  it. 

The  Chairman.  Is  it  the  practice  in  Springfield  for  the  builder  to 
erect  homes  and  sell  them,  or  does  the  home  owner  build  his  own 
home  on  his  own  account  ? 

Mr,  Brand.  Both  ways,  Senator. 

The  1  hairman.  Do  you  loan,  normally,  60  per  cent? 

^f^.  Brand.  Under  the  law  we  can  not  loan  over  60  per  cent.  It 
l»*I>ends  upon  the  supply  and  demand  with  us,  whether  we  go  as 
hiirh  as  60.  Recently,  for  the  last  six  months,  we  have  been  lending 
wry  freely  indeed.  We  have  made  more  loans  than  we  have  ever 
made  in  a' similar  time  l)efore:  there  has  really  been  so  great  a  de- 
mand that  we  have  been  picking  and  choosing  our  loans.  We  have 
!<>ane<]  not  60  per  cent,  but  we  have  loaned  to  a  greater  number  than 
wp  have  ever  loaned  to  before  in  a  similar  time. 

The  Chairman.  Your  loans  have  l)een  three  or  four  years  ago 
from  r>0  to  60  per  cent,  perhaps,  of  what  you  believed  or  appraised 
\-  the  vahie  of  the  property? 

Mr.  Brand.  Yes. 
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The  Chairman.  And  now,  with  the  cost  of  labor  and  material 
more  than  double,  as  it  is,  about  what  is  your  practice  to-day? 

Mr.  Brand.  It  is  hard  to  give  you  a  definite  statement  as  to  a  per- 
centage or  any  general  percentage  which  we  loan,  because  we  deter- 
mine that  more  particularly  as  to  the  individual  case ;  that  is  to  say, 
we  consider  each  case  individually,  as  a  separate  proposition  entirely. 
We  do  not  say  that  we  are  lending  30  or  40  or  50  per  cent  to-day, 
but  we  are  lending  what  we  think  the  property  will  safely  stand. 

The  Chairman.  It  depends,  of  course,  a  good  deal  upon  the  man 
you  are  loaning  to  ? 

Mr.  Brand.  Yes;  and  the  conditions  and  the  locality. 

The  Chairman.  Yes.  Is  your  bank  loaning  as  large  a  proportion 
of  your  deposits  on  mortgage  to-day  as  it  did  five  years  ago! 

Mr.  Brand.  It  is  larger. 

The  Chairman.  Larger? 

Mr.  Brand.  Yes;  the  figures  that  I  have  here  will  answer  that. 
From  May,  1919 — and  I  take  that  period  because  that  was  at  the 
time  when  the  fifth  victory  loan  was  over  and  we  were  practically 
released  from  Governmental  restriction^^  on  our  mortgage  loans— 
from  May  to  August  20  the  institution  that  I  am  with  has  loaned 
over  $3,000,000  in  mortgage  loans.  In  that  period  our  deposits  have 
increased  $2,000,000— $2,600,000,  roughly. 

The  Chairman.  You  said  a  moment  ago  that  out  of  your  total 
deposits  now  you  have  loaned  on  bond  and  mortgage  about  58  per 
cent? 

Mr.  Brand.  Somewhere  between  58  and  59  per  cent ;  yes. 

The  Chairman.  Is  it  possible  for  you  to  tell  us  what  percentage 
you  had  loaned  of  your  total  deposits  on  bond  and  mortgage  five 
years  ago? 

Mr.  Brand.  I  think  so,  if  you  will  excuse  me  a  moment  ? 

The  Chairman.  Yes. 

Mr.  Brand.  I  think  I  have  that  data  here.  It  would  be,  roughly,, 
around  55  per  cent — ^something  like  that,  but  I  think  I  have  it  here 
exactly.    No,  I  find  that  I  do  not  have  it  here. 

The  Chairman.  Very  well.  You  are  quite  sure  that  your  per- 
centage of  loans  on  mortgages  on  real  estate  is  higher  now  than  it 
was? 

Mr.  Brand.  It  is  certainly  as  high.  We  have  meant  to  keep  our 
mortgage  loans  around  60  per  cent. 

The  Chairman.  The  income  on  mortgage  loans  made  by  you  is 
free  from  all  Government  taxation  ? 

Mr.  Brand.  All  of  our  income  is  free  from  Government  taxation. 

The  Chairman.  Have  you  heard  of  any  savings  institutions  in 
your  part  of  the  State  demanding  bonuses  for  loans  on  real  estate? 

Mr.  Brand.  It  is  against  the  law. 

The  Chairman.  But  have  you  heard  of  any  such  thing? 

Mr.  Brand.  No  ;  I  have  not. 

The  Chairman.  Have  you  heard  of  savings  banks  where  applica- 
tions are  made  for  loans  of  some  considerable  amount — say,  a  hundred 
thousand  dollars — requiring  the  borrower  to  take  Liberty  bonds  at 
par? 

Mr.  Brand.  I  have  only  heard  of  such  things.  I  have  had  propo- 
sitions made  to  me  by  real  estate  brokers,  putting  that  up  as  a  propo- 
sition to  me. 
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The  Chairman.  As  an  inducement  to  have  you  make  the  loan  ? 

Mr.  Brand.  Yes;  as  an  inducement  to  have  me  make  the  loan,  but 
we  have  never  done  it. 

The  Chairman.  I  am  very  glad  to  hear  that,  Mr.  Brand.  I  do  not 
think  a  savings  bank  ought  to  do  that.  I  know  that  you  are  carrying 
Libert^'  bonds  on  your  books  to-day  at  a  considerable  loss  under  what 
you  paid  for  them,  and  that  is  unfortunate,  of  course. 

Mr.  Brand.  Yes. 

The  Chairman.  But  they  will  all  come  back  in  time ;  but  I  think  it 
is  a  very  reprehensible  thing  for  any  savings  institution  to  do  any- 
thing of  that  kind  in  this  critical  situation,  at  any  rate;  and  I  am 
very  glad,  indeed,  to  know  that  you  are  not  doing  it,  and  I  am  very 
^'lad  to  have  that  on  the  record. 

Mr.  Brand.  In  less  than  16  months  we  have  made  769  mortgage 
loans. 

The  Chairman.  That  is  a  splendid  record.    I  congratulate  you. 

Mr.  Brand.  And  of  that  number  745  have  been  on  residential  prop- 
erties— one,  two,  three,  or  more  houses.  The  combined  banks  of 
Springfield — I  have  the  figures  here,  which  I  can  leave  with  you,  if 
you  would  like  to  have  them 

The  Chairman.  Yes. 

Mr.  Brand.  Have  loaned  very  freely.  They  have  made  .1,060  loans 
ill  the  last  16  months  on  mortgages. 

'Ihe  Chairman.  What  percentage  of  those  loans  are  loans  on  old 
Imildings  where  people  have  had  their  loans  called  by  private  indi- 
>itluals,  and  that  you  are  taking  care  of  for  them? 

Mr.  Brand.  Probably  a  large  percentage  of  them  are  on  old  build- 
Hi^rs,  but,  of  course,  we  do  not  really  go  into  the  question  of  whether 
It  IS  new  or  old  construction,  when  the  loan  comes  up  to  us. 

The  Chairman.  Oh,  of  course  not. 

Mr.  Brand.  But  a  large  proportion  is  on  old  construction.  To-day 
they  want  more  on  new  construction  than  we  feel  that  we  would  care 
to  let  them  have,  in  the  majority  of  cases — a  larger  percentage,  I 
nu^an. 

1  he  Chairman.  Do  you  think  that  the  exemption  of  the  income  on 
nn>rtgages  from  Federal  taxation  would  be  helpful,  or  is  it  necesssary 
to  relieve  the  situation  < 

Mr.  Brand.  1  should  hardly  think  so.  It  might  be  helpful,  but  it 
wuulil  be  unjust  in  another  way,  looking  at  it,  it  seems  to  me. 

1  he  Chairman.  I  thank  you,  Mr.  Brand. 

Mr.  Brand.  Not  at  all,  Senator. 

Mr.  Xi<  noi^s.  Now,  Mr.  Lt»slie  H.  Allen,  of  the  Fred  T.  Ley  Co., 
>i»ringfieltl,  Mass. 

A  \  uicc.  Mr.  Allen  is  not  here. 

Mr.  NiCHOi-s.  Very  well.  Then  we  will  hear  from  Mr.  Charles  S. 
A^hle}',  mayor  of  New  Bedford,  Mass. 

STATEKEHT  OF  HON.  CHABLES  S.  ASHLEY,  UAYOB  OF  NEW 

BEDFOBD,  MASS. 

Mr.  Ashley.  Mr.  Chairman  and  gentlemen,  I  will  give  you  a  syn- 
^j-is  of  the  growth  of  the  city  of  New  Bedford's  dwellings  since 
HM'l    I'hat  may  be  of  interest  to  you. 

The  Chairman.  Yes. 
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Mr.  Ashley.  In  1913  the  dwellings  erected  were  425.  The  tene- 
ments contained  in  those  were  820;  in  1914,  the  dwellings  erected 
were  406,  with  808  tenements;  1915,  363  dwellings,  with  699  tene- 
ments ;  1916,  356  dwellings,  with  662  tenements ;  1917,  98  dwellings, 
with  128  tenements;  1918,  83  dwellings,  with  101  tenements;  1919, 
269  dwellings,  with  396  tenements ;  192S,  to  August  25, 121  dwelUngs, 
with  176  tenements. . 

Now,  the  city  of  New  Bedford  to-day  has  under  construction 
manufacturing  plants  to  the  amount  of  over  $5,000,000.  That  is, 
without  the  machinery,  which  would  probably  be  three-quarters  of 
that  amount;  probably  it  would  be  $7,500,000,  if  not  more — the 
total  of  that— which  is  under  construction,  consisting  of  the — 

Cost. 

Manomet  MUl  Corporation,  new  miU,  King  Street $1,500,000 

National  Spnn  Silk  Co.,  new  mill,  Bullard  Street 1,000,000 

Nashawena  Mills,  new  weave  mill,  new  waste  mill 1,  OOO.OiK) 

Beacon  Manufacturing  Co.,  new  weaving  mill 500,000 

Butler  Mill  Coi-poratlon,  new  picker  mill 200,  (KX) 

Fairhaven  Mills  Corporation,  addition  and  alterations 20t),00(> 

Passaic   Mills,   additions 150.000 

W.  C.  Jones  Co.   (Inc.),  additions  and  alterations 300, aX) 

Wamsutta  Mills,  additions  and  alterations 200,000 

Sharp   Manufacturing   Co.,    addition 100,000 

J.  C.  Rhodejf  Co.,  enlargement  of  plant 300.000 

Whitman  Mills,  new  waster  mill 100,0*10 

New  Be<iford  Waste  Co.,  additions 75,000 

Hill  &  Cutler  Co.,  addition  to  waste  mill 50.000 

Total  — : 5,  675. 000 

That  means,  Mr.  Chairman,  an  increase  or  at  least  10,000  in  help, 
which  means  30,000  additional  people  coming  into  the  city  of  New 
Bedford  in  the  next  18  months.  These  mills  are  just  being  put  under 
cover — the  tops  of  them  are  being  put  on,  and  some  of  them  are 
finished  outside  of  the  machinery. 

New  Bedford  stands  to-day  from  1,500  to  2,000  houses  short  of 
the  number  necessary  to  take  care  of  the  people  there  to-day  as 
they  should  be  taken  care  of.  There  is  not  a  day  in  the  week  that 
there  are  not  from  one  to  five  people  who  come  into  my  office  in 
this  way:  "Mr.  Mayor,  I  have  had  a  notice  of  eviction;  not  for 
nonpayment  of  rent,  but  because  the  house  has  been  sold.  I  can 
pay  my  rent,  but  I  can  not  find  a  place  to  move  into.  I  have  got 
five  children,"  or  "  I  have  three  children,"  as  the  case  may  be,  "  and 
I  cannot  get  in,  even  if  there  is  a  place,  because  I  liave  those  chil- 
dren." Now,  in  each  and  every  case  of  that  kind  I  have  looked  up 
the  facts;  have  looked  up,  when  they  have  brought  up  the  ques- 
tion of  paying  more  rent,  the  investment  in  each  and  every  case, 
and  I  have  up  to  date  found  but  two  cases  where  it  was  profit- 
eering, where  it  was  not  some  specific  reason  for  it;  that  they  did 
not  want  to  evict  them,  but  they  wanted  them  to  get  out  because 
they  had  sold,  or  be^'ause  somebody  had  leased.  In  fact,  houses  have 
changed  hands  in  New  Bedford  lo  times  in  five  months — and  that 
is  not  exceptional.  They  have  been  sold  to  one  party,  and  then 
in  another  week  sold  to  some  one  else,  and  in  four  days  sold  to 
some  one  else,  and  so  on.  , 

The  Chairman.  The  shortage  of  houses  is  so  great? 

Mr.  Ashley.  The  shortage  of  houses  is  so  great ;  yes. 
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The  Chairman.  That  people  are  bidding  against  each  other  for 
them? 

Mr.  Ashley.  Yes,  Senator.  That  is  just  the  case.  They  go  to 
the  door  bells  and  pull  them  and  ask  "  what  will  you  take  for  this 
piece  of  property  ?  The  State  of  Massachusetts,  as  you  of  course 
know,  has  passed  a  law  that  gives  each  and  every  city  the  right  to 
expend  1  per  cent  of  its  total  valuation,  and  in  our  case  it  would  be 
$1,H00,000;  and  I  think  that  the  city  of  New  Bedford  is  the  only 
city  in  the  Commonwealth  of  Massachusetts  that  has  adopted  that 
law.  We  have  adopted  it.  That  law  is  based  as  follows.  It  is 
chapter  554  of  the  acts  of  1920,  relative  to  the  providing  of  shelter 
by  cities  for  their  inhabitants  in  case  of  emergency,  and  it  provides 
as  follows : 

ri)on  the  prcK'Iamatlon  of  the  ninyor  that  a  pubUc  exigency,  emergency,  or 
«HNtn*«<  exist*?  be^aust*  of  insufficient  supply  of  slielter  or  available  dwellings 
tlie  Hty  may  acquire  by  purchase  or  take  by  right  of  eminent  domain  unim- 
prnvtMl  or  improve<I  realty  in  fee,  may  improve  the  same,  or  may  dispose  of 
the  sunH*,  II II  In  a  manner  to  provide  shelter  and  to  afford  adequate  relief. 

The  ordinary  provisions  with  reference  to  taking  by  eminent  do- 
main shall  apply. 

The  city  may  borrow  money  outside  of  the  debt  limit,  not  exceed- 
ing 1  per  cent  of  its  assessed  valuation,  and  may  issue  10-year  notes  or 
Uinds  therefor.  Any  taking  or  purchase  must  be  made  before 
February  1,  1922. 

From  tlie  foregoing  it  is  apparent  that  the  city  may  take  land  with 
liiiildings,  may  iniprove  buildings  upon  land  taken,  and  may  erect 
new  structures.  There  are  no  provisions  in  the  law  relating  to 
liandling  the  property  after  the  taking,  as  to  how  the  same  is  to  be 
occupied,  rented,  or  used. 

Xow,  you  see  it  has  a  10-year  clause,  that  it  shall  be  paid  for  in 
I'»  years. 

Xow,  of  course,  there  is  one  argument  in  opposition  to  that,  and 
that  is  as  to  the  expenditure  of  the  city's  money  or  the  public  money 
a^  against  private  capital,  and  that  we  do  not  wish  to  do  if  private 
'npital  will  take  care  of  it;  but  private  capital  is  not  taking  care  of 
it.  and,  in  our  position,  I  beMeve  that  it  is  our  duty;  and  what  we 
nre  here  to-day  to  find  out  is  if  there  is  any  policy  that  has  been 
fMrmiMl  by  the  Stat^  of  Maasachusetts  or  by  the  mayors  of  the  differ- 
♦-III  cities*  which  may  have  adopted  this — I  know  of  none  that  has, 
-5Jt  thev  mav  have — in  order  that  some  united  and  concerted  policy 
pjiirht  l>e  a<lopted  or  formulated  that  would  be  the  same  in  every 
'-.ry. 

For  instance,  (his  Is  an  open  door:  wc  can  po  out  and  condemn,  we 
<  in  buy,  we  can  build.  Xow,  what  is  the  policy  that  is  to  be  adopted 
r.  that  way  for  10  years?  Shall  we  say  that  a  man  can  jnirchase 
V  H  rity's  property,  or  one  of  these  houses,  if  he  will  pay  25  per  cent 
•  "»vn  and  the  balance  in  the  way  of  rental  i  That  will  take  it  up  in 
.  years — or  shall  we  take  some  otlier  form,  or  one  city  might  adopt 
'f'tr  policy  and  another  citv  another  kind  of  policy.  We  can  bond 
•♦  x^ule  of  our  Ixmding  rights  or  capacity  for  this  purpose.  Every 
'y  can  do  the  same  thinij.  Xew  Bedford  is  no  different  from  the 
:»-t  of  them.  This  is  a  State  bill.  Xow,  it  is  a  ticklish  matter  as 
t"  the  form  or  method  of  going  about  it,  to  get  into  the  proper  form 
It  rarnr  it  out. 
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Again,  personally,  I  do  not  believe  in  colonization.  I  believe  the 
people  should  be  distributed  over  the  city ;  that  there  should  not  be 
a  colony  of  houses  built  upon  one  plan  to  supply  a  certain  class  of 
people,  and  then  say  that  those  are  mill  houses  or  shoe  houses  or  some 
other  kind  of  houses ;  but  there  is  not  any  question,  to  my  mind,  that 
the  man  who  owns  his  own  house  is  a  far  better  citizen  tnan  the  man 
who  does  not.  The  man  who  works  in  the  mill  and  only  drops  from 
the  mill  into  a  lodging  house  does  not  have  the  same  influence  for  the 
benefit  of  the  puulic,  in  a  social  way,  as  does  the  man  who  has  an 
interest  at  heart  for  his  family  and  the  welfare  of  them,  who  owns 
a  house. 

Now,  whatever  the  policy  is — and  I  think  that  this  is  a  very  im- 
portant matter — I  believe  it  is  a  good  step  toward  Americaniza- 
tion; that  this  is  an  important  factor  in  the  work  of  Americaniza- 
tion; there  is  not  any  question  about  that.  If  you  will  take,  as  we 
find,  with  the  diiferent  nationalities,  thev  come  into  a  mill  city  and 
they  all  get  together  in  one  section  of  the  city  and  they  do  not 
develop;  they  do  not  go  out;  they  stay  right  there  amongst  them- 
selves; and  that  is  not  as  good  as  if  we  could  induce  those  people 
to  scatter  around  among  the  different  sections  of  the  city  and  make 
them  a  part  of  the  great  composite  whole  of  the  city's  population 
instead  of  being  as  they  are.  I  am  getting  away,  a  little  mite,  from 
this  question  of  housing,  but  we  find  that  the  husoand  goes  around  a 
little,  but  the  mother  does  not  get  any  education  whatever  along  the 
lines  of  Americanization.  The  children,  however,  do  go  out  and  get 
the  education.  They  come  back,  and  in  a  short  time  they  will  laugh 
at  their  fathers  and  mothers,  who  can  not  keep  up  with  American 
customs,  and  from  that  they  go  on,  and  the  parents  have  no  control 
over  them  alter  that.  So  1  believe  that  the  building  of  housing,  if 
w^e  can  not  get  any  private  capital  to  do  it,  then  we  have  got  to  do  it 
ourselves.  The  only  question  comes  as  to  the  policy  to  be  followed 
in  doing  it  or  the  best  method  of  procedure  that  will  bring  about  the 
best  results.  So  that  all  that  I  can  say — I  did  not  expect  to  make 
any  extended  remarks  on  this,  although  I  am  greatly  interested  iu 
it,  but  I  would  like  to  see  something  in  the  State*  of  Massachu- 
setts— I  do  not  know  about  the  other  States — of  course,^  you  have 
come  here  to  get  some  information  about  the  situation  we  are  in  and 
what  I  have  told  you  reflects  the  situation  in  New  Bedford. 

I  have  here  a  few  notes  that  I  have  just  put  down,  that  I  might 
hand  to  ,you,  showing  the  cost  of  erection  of  buildings  in  New  Bed 
ford  has  practically  doubled  since  1915.     I  have  a  lot  of  these  statis- 
tics here  which  were  handed  to  me  by  the  building  commission  there. 

The  cost  of  erecting  a  two-family  house  of  five  rooms  and  bath 
each,  equipped  with  gas,  having  a  slate  roof,  no  heat,  with  no  rooms 
in  attic,  would  be  $8,000,  minimum  price.  If  heat  is  included,  add 
$1,000. 

A  two-family  house  of  six  rooms  each,  like  above,  would  cost  $9,000. 
If  heat  is  included,  add  $1,000. 

A  five-room  bungalow  cottage,  the  popular  type  of  one-famjly 
house  at  present,  would  cost  from  $4,500  to  $5,000,  according  to  size 
of  rooms.     If  heat  is  to  be  included,  add  $500  at  least. 

The  cost  of  the  above  types  of  buildings  have  practically  doubled 
since  1915.    The  houses  mentioned  above  are  typical  of  those  erected 
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at  the  north  and  south  ends  of  the  city  the  last  10  years.  The  total 
number  of  dwellings  assessed  in  the  city  at  present  is  13,619.  Total 
cost  of  building?  operations  for  1919  was  $7,005,420.  Total  cost  of 
building  to  August  25,  1920,  was  $4,101,166. 

In  1910,  the  year  of  the  large  industrial  boom  in  this  city,  639 
liouses  were  built,  containing  1,812  tenements,  averaging  practically 
three  tenements  each.  This  was  the  largest  year  of  which  a  record 
has  been  kept. 

In  1909,  tne  year  previous,  550  houses  were  built,  containing  1,473 
tenements.  The  city's  population  in  1915,  according  to  the  State 
census,  was  109,568.  The  city's  population  in  1920,  according  to  tho 
United  States  census,  was  121,217. 

We  pay  bricklayers  $1.25  per  hour,  44  hours  per  week,  weekly  wage, 
^'^'):  carpenters,  pluml)ers,  electricians,  steamfitters,  etc.,  $1  an  hour; 
we  pay  laborers  60  cents  per  hour. 

There  are  in  New  Bedford  13,619  dwellings  now  housing  121,217 
population. 

The  Chairman.  Does  that  include  construction  of  every  character  ? 

Mr.  AsHi-EY.  Yes,  Senator. 

The  Chairman.  Dwellings,  factories,  and  all  ? 

Mr.  Ahhley.  Yes;  but  the  $5,000,(K)0  is  just  for  the  factories  alone. 

The  Chairman.  Mr.  Mayor,  I  understood  you  to  say  your  city  had 
determined  to  take  advantage  of  this  law  to  which  you  referred  and 
(o  undertake  some  building  yourselves? 

Mr.  ASHLEY.  Yes. 

The  Chairman.  To  relieve  this  very  pressing  emergency? 

Mr.  Ashley.  Yes. 

The  Chairman.  And  you  indicated,  I  believe,  that  you  can  expend 
under  the  terms  of  this  act  about  $1,500,000  for  that  purpose? 

ilr.  Ashijsy.  $1,800,000,  Senator. 

The  Chairman.  And  you  will  have  to  borrow  that  ? 

Mr.  Ashley.  Yes. 

The  Chaibman.  And  you  will  issue  bonds  for  it? 

Mr.  Ashley.  Yes. 

The  Chairman.  And  those  bonds  that  you  issue  will  be  exempt 
from  all  Federal  and  State  taxes? 

Mr.  Ashley.  Yes. 

The  Chairman.  Because  they  will  be  city  bonds  issued  under  that 

Mr.  AjiHLEY.  Yes. 

The  Chairman.  Then,  your  present  idea  is  to  build  houses  your- 
x*lres.  and  sell  them,  if  you  can,  at  cost? 

Mr.  Ashley.  Yes. 

The  Chairman.  And  loan  on  them  perhaps  75  per  cent  of  their 
value? 

Mr.  Aahley.  There  comes  the  question  as  to  figuring  this  out.  This 
'aw  limits  us  to  10  years.  These  oonds  must  be  taken  up  in  10  years. 
Now,  there  must  be  a  sinking  fund,  of  course,  from  the  proceeds  that 
»:11  meet  that  requirement;  and  the  question  then  comes  whether  it 
i'  too  hard  for  a  man  to  buy  a  house  that  costs  $4,(KK)  or  $5,(KX)  and 
like  care  of  it  out  of  his  wages  in  10  years'  time.  Again,  the  ques- 
t  on  comes  whether  in  that  case  you  would  go  to  work  and  sell  to 
thosie  who  could  pay  a  certain  percentage  down,  and  then  the  balance 
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of  that  to  be  paid  in  10  years,  at  a  fair  rental  that  would  take  care  of 
his  interest,  taxes,  and  so  on. 

The  Chairman.  I  recognize,  Mr.  Mayor,  that  these  are  diflBcult 
things  to  work  out. 

Mr.  Ashley.  Yes;  we  are  up  against  it  as  to  the  method  of  pro- 
cedure that  should  be  adopted  along  those  lines  that  will  make  it  a 
safe  and  sound  business  proposition. 

The  Chairman.  I  have  no  desire  to  criticise  what  you  are  doing; 
but  the  fact  that  your  bonds  will  be  exempt  from  taxation,  and  that 
the  income  the  city  receives  from  the  mortgages  it  has  upon  the  houses 
will  be  exempt  from  taxation,  rather  is  an  argument  in  favor  of  some 
legislation  by  the  State  and  Federal  Governments,  relieving  the  in- 
come on  other  mortgages  from  taxation,  for  the  purpose  of  encourag- 
ing private  individuals  to  enter  into  the  construction  of  houses. 
Have  you  had  any  experience  yourself  in  building  construction  work  I 

Mr.  Ashley.  Only  as  mayor  of  the  city.  In  fact,  we  now  have  two 
and  a  lialf  million  dollars  of  expenditures  on  school  houses.     We 

fropose  to  build  five  school  houses  now,  but  what  little  construction 
have  done  of  my  own  has  been  very  small.  I  do  believe,  however, 
that  it  is  an  acute  question  as  to  how  to  go  at  it.  On  the  question  of 
exemption,  I  believe  that  if  the  cities  start  this,  private  capital  will 
not  stop  but  will  continue. 

Tlie  Chairman.  That  is  the  thing  that  is  worrying  me,  whether 
when  the  city  starts  it,  it  will  discourage  private  capital. 

Mr.  Ashley.  Of  course,  if  a  city  or  a  State  is  going  into  competi- 
tion, if  you  are  going  to  give  lower  rents  to  the  people  who  purchase, 
which,  in  my  opinion,  should  not  be  done  for  the  few  at  the  expense 
of  the  many — it  has  got  to  be  placed  upon  a  sound  business  basis, 
that  would  view  them  the  same  as  any  other  people.  If  you  do  not 
do  that,  then  you  have  opened  tlie  door  in  a  way  that  is  dangerous. 

The  Chairman.  And  you  will  stop  all  private  construction  ? 

Mr.  Ashley.  Yes;  you  certainly  will. 

Tlie  Chairman.  We  thank  you  very  much,  Mr.  Mayor. 

Mr.  Ashley.  Not  at  all,  Senator.    It  was  a  pleasure  to  be  here. 

Mr.  Nichols.  Mr.  Chairman,  a  gentleman  from  Springfield,  Mr. 
Lumis,  the  building  commissioner  is  here,  and  he  has  got  to  catch  a 
train.  I  was  going  to  call  on  some  of  the  other  mayors,  but  I  will  ask 
their  indulgence  in  order  to  call  Mr.  Lumis  now. 

STATEMENT  OF  MB.  FEED  W.  LITMIS,  BITILDING  COMMISSIONEK, 

SPEINOFXELD,  MASS. 

The  Chairman.  You  are  commissioner  of  buildings  of  Spring- 
field, Mass.? 

Mr.  Lumis.  Yes,  sir. 

The  Chairman.  And  you  have  authority  over  all  building  opera- 
tions, public  and  private? 

Mr.  Lumis.  Yes,  sir. 

The  Chairman.  A  builder  must  come  to  you  for  a  permit  before 
he  can  commence  the  construction  of  a  building? 

Mr.  Lumis.  Yes,  sir. 

The  Chairman.  The  committee  will  be  glad,  Mr.  Lumis,  to  have 
you  give  us  some  information  on  the  building  situation  in  Spring- 
field during  the  past  few  years  and  its  present  needs,  if  you  can. 


RECONSTRUCTION   AND  PRODUCTION.  461 

Mr.  Lr^iis.  You  probably  mean  with  respect  to  housing,  Mr. 
Chairman? 
The  Chairman.  Yes. 


Mr.  LuMis.  More  particularly? 
The  Chairman.  1  es. 


Mr.  LuMis.  Our  records  ^o  back  approximately  10  years.  The 
Imilding  department  was  established  just  10  years  ago.  Up  to,  say, 
11^3  I  can  give  you  the  totals  of  dwellings  provided  in  Springfield — 
poing  back  that  far,  I  mean. 

In  1913  there  was  a  total  of  883  families  provided  for;  in  1914, 
1,474  families;  in  1915,  1,312  families;  in  1916,  1,612  families;  in 
liai,  519  families;  in  1918,  101  families;  in  1919,  704  families;  and 
u|)  to  August  28  of  this  year,  1920,  378  families  were  provided  for. 

That  includes  the  apartments  in  tenement  houses,  three-family 
liniises,  two-family  houses,  and  one-family  houses. 

The  Chairman.  What  ngure  did  you  give  for  this  year? 

Mr.  Ll'mis.  For  this  year,  to  date,  378  families. 

The  Chairman.  That  is  to  say,  building  permits  have  been  issued 
iur  houses  that  will  accommodate  that  many  families? 

Mr.  LuMis.  Yes,  sir. 

The  Chairman.  That  is  to  say,  the  permits  for  this  year  would 
a[»|)arentlv  be  about  one-fifth  of  the  permits  granted  for,  say,  the 
\r:irs  1915  and  1916? 

Mr.  Lc3ii8.  Of  1916,  about  one-quarter.  At  that  time  there  was  a 
jrrt*at  deal  of  speculative  building.  The  apartment  houses  were  built 
not  to  supply  any  particular  demand  but  simply  to  do  something,  to 
handle  money  and  do  business,  and  probably  at  that  time  the  city  was 
<>\  «Tbuilt.  t  have  no  doubt  but  that  it  was.  I  have  never  yet  been  ' 
al»le  to  find  what  would  be  considered  a  normal  number  of  vacant 
i»rM*nients  in  any  particular  city,  but  at  that  time  I  know  there  were 
rr)hablv  more  than  1,000  vacancies,  and  that  during  that  time  the 
l"'[>uiation  has  increased — during  the  last  10  years  it  has  increased 
^.  |)er  cent.  That  is,  it  went  from  about  88,(K)0  to  130,000  during 
I  ...>f  10  years  that  the  building  department  has  been  established, 
i^irinjr  the  war  a  great  many  people  came  to  Springfield,  in  common 

•  iih  other  cities.  They  flocked  from  the  country  and  from  the  small 
i'  V,  as  to  where  they  could  earn  big  wages  and  because  they  had  an 

•  iwirtunity  to  live  a  more  pleasant  life.  They  took  up  all  the  slack 
ill  tiileiJ  up  the  tenements  that  were  already  in  existence,  and  for  the 

•  Mvile^e  of  living  in  the  city  they  were  not  only  willing  to  pay  large 
r  \Uih  but  were  willing  to  pay  a  premium  for  the  privilege  of  living 
'•'.♦•re  thev  could  earn  big  wages  and  enjoy  amusements,  etc.,  that 
v.-v  i*fml(I  not  get  in  the  country  or  the  small  towns.  Now,  those 
r  • »» i-omers  have  spent  their  money  freely :  they  have  made  times  good 
v. I  prices  have  increased  for  all  the  necessaries  of  life  l>ecause  of 
■  •-ir  presence.  They  have  good  clothes  and  automobiles  and  ga- 
r  j.-^.  It  might  interest  you  to  know  that  we  are  buildinsr  twice  as 
'  .'iv  parages  as  we  are  houses.  They  seem  to  be  able  to  find  plenty 
"f  i'imlier  and  material  for  building  garages.  That  may  be  all  very 
"•11  and  good,  because  that  is  the  spirit  of  the  times. 

Tlie  Chairman.  Of  course,  you  are  building  garages  because  the 
^-n  who  build  them  Mieve  that  will  be  profitable  business? 
Mr.  Luxis.  Yes;  they  pay  good  rent. 
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The  Chairman.  While  the  people  who  are  building  houses  or  who 
usually  build  them  are  fearful  of  the  return,  based  on  the  present 
cost? 

Mr.  LuMis.  That  is  it  exactly,  Senator.  According  to  an  authentic 
report  which  I  have  recently  read,  the  cost  of  building — ^that  is,  in- 
cluding labor  and  materials,  approximately  100  different  items— has 
gradually  increased  from  1914  to  the  extent  of  140  per  cent.  That 
IS  to  say,  what  would  have  cost  $1,000  in  1914  would  cost  $2,4(»0 
to-day. 

The  Chairman.  Yes ;  I  think  that  is  perhaps  so. 

Mr.  LuMis.  Now,  before  there  will  be  very  much  speculative  build- 
ing the  rent  must  be  increased  in  proportion.  If  property  just  car- 
ried itself  in  1914  it  must  also  carry  itself  to-day,  and  at  the  new 
costs  there  must  be  a  new  rate  of  rental.  A  tenement  that  rented, 
say.  for  $20  in  1914  should  rent  for  $50  to-day.  Now,  as  soon  as  any 
builder  can  collect  that  $50  for  rent  he  will  build;  but  he  does  not 
care  to  take  a  chance  and  build  and  have  building-material  prices  and 
the  cost  of  labor  decrease  and  leave  him  with  an  expensive  building 
on  his  hands  that  he  can  only,  perhaps,  get  the  origmal  $20  a  month 
for  in  the  way  of  rent. 

The  Chairman.  The  building  business  is  perhaps  the  most  hazard- 
ous one  in  the  country  at  this  time,  is  it  not  ? 

Mr.  LuMis.  Well,  in  a  ceitain  way  it  is;  but  if  it  were  only  brought 
down  to  a  science,  as  many  other  lines  of  business  are/ it  would 
not  be  any  more  of  a  risk  than  other  lines;  but  the  trouble  is  that 
everybody  and  anybody  who  ftiakes  a  failure  in  something  else  or 
in  anything  else  in  the  world  thinks  that  he  can  go  into  the  building 
'business  and  make  money — and  some  of  them  do. 

The  Chairman.  Are  you  a  practical  builder  yourself  ? 

Mr.  LiTMis.  Yes,  sir. 

The  Chairman.  Were  you  a  mechanic  originally? 

Mr.  LuMis.  I  have  been  a  carpenter  and  an  architect  and  now  I 
am  building  commissioner. 

The  Chairman.  Have  you  any  suggestions  to  make  to  this  com- 
mittee that  you  think  would  be  helpful  here  in  relieving  this  situ- 
ation ? 

Mr.  LuMis.  Of  course,  it  takes  time  to  bring  about  any  changes. 
If  municipalities  are  going  into  financing  building  operations,  there 
must  be  a  new  order  of  society.  It  means  a  good  deal ;  it  means  more 
than  people  think  it  means.  You  can  not  change  such  a  thing  over- 
night. If  people  have  their  schools  built  for  them  and  their  chil- 
dren taken  to  the  school  and  put  on  the  doorstep,  and  thev  have  their 
pencils  and  their  paper  and  their  books  furnished  free  of  charge  and 
they  have  their  dental  operations  performed  and  some  of  their  surgi- 
cal operations  free  of  charge  they  want  you  to  go  still  further  and 
provide  jobs  and  houses.  Well,  that  may  be  all  very  well;  I  do  not 
say  that  it  is  not ;  but  I  say  that  if  we  are  going  to  do  that  we  must 
have  a  new  order  of  society.  I  think  one  way  to  entourage  building 
would  be  to  preach  self-reliance  to  everybody — ^teach  the  people  to 
have  initiative.  The  trouble  to-dav  is  that  everybody  is  waiting  for 
somebody  else  to  do  something.  I'hey  do  not  know  how  things  are 
coming  out,  and  they  have  cold  feet,  and  they  are  waiting  to  see  what 
is  going  to  turn  up. 
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Now,  if  they  had  self-reliance,  they  would  go  ahead  themselves  and 
build  a  house  and  not  wait  for  some  one  else  to  do  it.  Many  a  man 
will  spend  his  years  in  a  little  2-room  flat  dreaming  about  a  7-room 
liouse  that  he  is  going  to  build  some  day  that  will  lay  over  everything 
else  on  the  avenue,  but  the  result  is  that  he  will  likely  die  in  his  little 
*i-room  flat,  and  his  family  will  continue  to  be  cramped,  and  his 
(•liildren  will  have  no  place  to  play;  whereas  if  he  would  only  go 
aliead  and  build  a  2,  3,  or  4-room  house  he  would  have  somewhere 
to  live,  and  he  would  know  the  value  of  things.  He  would  then  be 
a  real  citizen,  and  a  better  man,  and  a  bigger  man.  He  would  have 
a  l>igger  and  a  broader  and  happier  outlook  on  life ;  but  they  lack  the 
initiative,  and  you  have  got  to  preach  that  into  tliem;.you  have  got 
to  interest  the  people  in  it.  Xow,  I  believe  that  to  help  people  to-oay 
and  to  get  them  ^oin^  in  the  new  way,  which  I  think  is  bound  to 
<ome  as  we  go  on,  it  might  be  well  to  have  a  Federal  home-loan  bank, 
just  as  tliev  have  the  farm-loan  bank,  to  take  charge  of  loans  to  the 
l)'*()ple.  Have  the  prospective  home  owner  furnish  a  certain  per- 
centage— say,  not  less  than  20  per  cent — and  the  savings  bank  would 
take  over  not  to  exceed  60  per  cent,  and  the  home-loan  bank  would 
take  over  the  balance  in  the  form  of  a  second  mortgage,  to  be  paid 
<fS.  possibh^  in  the  way  of  rental,  or  quarterly,  and  to  continue 
tlirough  a  period  of  years.  Xow,  a  man  might  be  able  to  pay  that 
sirond  mortgage  off  in  10  years;  but  I  doubt  if  the  majority  could 
pay  off  the  cost  of  a  home  in  10  years.  That  would  bring  his  home 
•lo>vn  to  merely  the  first  mortgage,  and  he  would  have  his  own 
<*<iuity,  and  would  have  finally  paicToff  the  Federal  loan,  and  then  he 
V  oiild  be  the  owner  of  a  home. 

Xow,  I  think  that  sort  of  thing  should  be  encouraged  in  every 
»<>j^ible  way.    If  buildings  cost  too  much  let  us  make  them  smaller. 

i\o  not  know  of  any  better  way  to  economize  or  to  get  around  the 
lii^^li  costs  than  to  make  the  buildings  smaller  and  simpler.  A  build- 
ifiir  does  not  need  to  be  elaborate  in  order  to  be  beautiful.  Some  of 
tlio  simplest  buildings  in  the  world  are  the  most  beautiful.  There 
wa.s  a  picture  published  the  other  day  in  a  paper  of  Horace  Greely's 
N'»me,  out  people  would  be  ashamed  to  build  so  simple  a  house  as  that 
;:ri'at  man  was  born  in — but  we  have  got  to  come  to  it. 

The  Chair3ian.  Have  you  had  called  to  your  attention  the  sugges- 
tion that  perhaps  there  was  a  combination  on  the  part  of  building- 
njnterial  men  to  maintain  increased  prices?    . 

Mr.  LrMis.  Yes;  I  know  that  that  is  the  one  great  deterrent 
t«»-day — the  in*  reased  prices.  It  is  the  great  drawback  in  building 
•mentions.  There  seems  to  be  uncertainty  in  the  minds  of  everybody 
I-  Xt>  whether  prices  are  going  to  continue. 

The  Chair3ian.  I  asked  you  if  you  have  heard  of  any  combination 
•f  interests  to  keep  the  prices  of  building  material  up? 

Afr.  Li  MIS.  Xo:  I  have  not.  There  might  be  such  a  thing,  and  I 
••':ld  not  hear  of  it,  because  I  am  not  buying  material  and  not 
'^'kitifz  after  such  affairs. 

The  Chaikman.  Have  vou  had  called  to  vour  attention  the  sug- 
j-Mion  that  savings  banks  were  asking  bonuses  to-day  for  loans,  or 
••»!  lirifig  people  to  accept  Liberty  l)onds  in  lieu  of  cash? 

Mr.  Li'MiH.  Xo:  I  never  heard  any  such  reports. 

awiri— iM  — v(»L  1 3() 
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The  Chairman.  Or  that  trust  companies  were  doing  that  thing 
either  ? 

Mr.  LuMis.  I  have  never  heard  any  such  report ;  no. 

The  Chairman.  Have  you  anything  further  to  offer  the  committee, 
Mr.  Lumis? 

Mr.  Lumis.  No ;  I  can  think  of  nothing  further,  Senator. 

The  Chairman.  Have  you  a  statement  that  you  will  leave  with 
the  committee  to  put  into  the  record  ? 

Mr.  Lumis.  Would  you  care  for  these  figures? 

The  Chairman.  Yes ;  we  would  be  glad  to  have  them. 

Mr.  Lumis.  There  is  a  brief  review  of  the  proposition.  [Handing 
paper  to  the  chairman.] 

The  Chairman.  Thank  you  very  much,  sir. 

Mr.  Nichols.  Mr.  Chairman,  we  have  two  other  mayors  of  large 
manufacturing  cities  here.  You  have  heard  from  Mayor  Ashley,  of 
New  Bedford.  I  am  going  to  call  now  on  the  mayor  of  the  twin 
sister,  Fall  River,  Hon.  James  H.  Kay. 

STATEMENT  OF  HON.  JAMES  H.  KAT,  MATOB  OF  FALL  BIV£S, 

MASS. 

The  Chairman.  Mr.  Mayor,  have  you  any  housing  difficulties  in 
your  citj  ? 

Mr.  Kay.  Mr.  Chairman,  we  have  the  same  housing  problems  that 
every  other  community  has,  but  I  do  not  think  the  situation  is  as 
acute  in  Fall  River  as  m  most  other  places.  We  happened  to  have  a 
surplus  of  houses  before  this  condition  came  about.  I  think  most  of 
us  will  agree  that  we  had  a  great  many  empty  tenements.  There  is 
a  shortage  of  houses  in  Fall  Kiver  to-day,  but  we  have  somethiujg  like 
1,400  empty  tenements  there  now,  as  against  2,200  a  year  ago.  Those 
figures  were  compiled  by  our  assistant  assessors  at  the  beginning  of 
the  year;  but  those  tenements  are  not  the  kind  of  tenements  that 

Eeople  want  to  live  in  to-day.    They  are  six  and  eight  tenement 
ouses,  and  the  owners 

The  Chairman  (interposing).  Six  and  eight  families  under  one 
roof? 

Mr.  Kay.  Yes ;  and  the  owners  of  those  houses  do  not  believe  that 
it  would  be  profitable,  with  the  high  costs  of  labor  and  material,  to 
improve  them,  and  do  not  think  that  the  people  would  live  in 
them  or  would  pay  the  rent  in  those  localities,  in  case  they  wei*e 
repaired  or  altered,  that  they  would  he  forced  to  charge  in  order  to 
get  out  clear  on  their  investments.  There  are  some  of  them  that 
could  be  improved  profitably.  We  have  a  rent  commission  there 
appointed  bv  myselt  some  months  ago,  and  we  have  probably  an 
average  of  five  complaints  a  week.  They  meet  once  a  week,  and  I 
think  in  most  cases  they  have  satisfied  both  the  tenant  and  the 
landlord.  There  are  in  some  cases  two  families  living  together. 
I  remember  one  case  that  came  before  the  rent  commission.  He  said 
he  thought  they  were  entitled  to  more  rent  because  they  had  taken  in 
another  famil3\  There  is  some  shortage,  and  there  will  be  more  in 
the  next  year,  because  there  are  two  large  mills  building  there  that 
will  have  to  have  help,  and  I  think  that  not  just  now,  but  in  times 
past,  our  factories  have  been  short  of  help  some,  too,  but,  of  course,, 
just  now  they  are  not  running  full  time,  but  I  think  if  they  wer** 
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running  full,  and  if  they  had  all  the  help  they  needed,  there  would 
1)6  a  larger  shortage  of  tenements.  But  in  Fall  River  there  is  a  very 
large  {percentage  of  tenement  houses  owned  b}'^  the  operatives. 
I  should  think  it  is  perhaps  true  that  75  per  cent  of  the  houses  there 
are  owned  by  the  operatives  or  people  working  in  different  capacities. 

The  Chairman.  The  working  people  own  their  homes  ? 

Mr.  Kat.  Yes. 

The  Chairman.  Are  these  houses  that  will  accommodate  more 
than  one  family  ? 

Mr.  Kay.  A  great  many  three-family  houses;  yes.  Fall  River 
has  a  large  number  of  those. 

The  Chairman.  They  live  in  one  apartment  and  rent  out  the 
other  two  ? 

Mr.  Kat.  Yes;  they  usually  do  that. 

The  Chairman.  And  that  carries  taxes  and  interest  and  helps  to 
pav  off  the  mortgage? 

3lr.  Kay.  Yes;  and  they  build  many  of  them  on  the  cooperative 
plan,  paying  each  month;  but  to-day  if  a  man  wanted  to  build  a 
house  like  that,  usually  they  would  require  that  the  person  building 
would  have  40  per  cent  of  equity,  but  that  40  per  cent  of  equity  now 
would  be  as  much  as  he  paid  for  the  house  altogether  in  normal 
times.  I  have  been  told — I  will  not  say  that  it  is  so,  but  T  have  been 
told — that  the  banks  are  now  requiring  60  per  cent  of  the  present- 
day  cost.  My  own  opinion  of  the  shortage  is  that  it  is  not  because 
they  can  not  in  all  cases  get  the  money,  but  they  are  all  waiting  for 
costs  to  go  down.  Xow,  whether  they  will  go  down  or  not  I  do 
not  know,  but  thev  are  waitin^r  for  it.  The  other  dav  a  man  came  in 
and  ?aid  he  had  money  to  build  a  house,  but  he  was  not  gomg  to 
build  because  the  costs  were  too  high. 

Then*  there  is  a  law  in  this  State  that  you  can  not  increase  the 
rents  more  than  so  much  over  the  previous  year,  and  that  holds  the 
ppnts  of  the  tenements  down  pretty  well ;  but  if  a  man  were  to  build 
on  the  present-day  cost  he  could  not  rent  his  house  at  a  profit. 

The  Chairman.  Does  tliat  affect  new  buildings? 

Mr.  Kay.  It  affects  them  in  this  way:  If  the  time  comes,  as  it  will 
cf»me,  when  tliere  is  any  choice  of  tenements,  the  man  who  has  built 
at  the  hijrh  cost  can  not  get  his  return. 

The  Chairman.  We  have  a  law  of  that  character  in  our  State,  Xew 
York,  fiassiMl  recentlv,  which  applies  to  houses  already  built:  but  a 
man  wlio  buihls  new  liouses,  flats,  or  tenements  he  can  fix  his  own  rate. 

Mr.  Kay.  Oh,  yes;  he  can  fix  his  rate. 

The  Chairman.  Based  on  the  cost  of  his  property. 

Mr.  Kay.  Yes:  but  they  will  always  point  to  the  fact  that  John 
J<»nf^  has  a  house  that  is  renting  for  a  dollar  or  a  dollar  and  a  half 
li-ss. 

'Hie  Chairman.  Yes:  that  is  the  difficultv,  that  a  man  who  builds 
iirf-w  houses  always  has  to  compete  with  all  of  the  existing  houses. 

.Mr.  Kay.  Yes. 

Tlie  Chaicman.  And  while  it  seems  unjust  to  the  tenants,  and  often 
i*  unjust,  he  has  to  raise  the  level  on  the  ohl  houses  before  he  can  get 
a  f«iir  return  for  the  new  houses? 

Mr.  Kay.  Y'es. 

The  Chairman.  That  is  the  difficult  point  in  that  situation? 

Mr.  Kay.  Yes. 
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The  Chairman.  Are  you  being  urged  in  your  city  to  have  the 
municipality  go  into  the  building  business,  like  they  are  in  New 
Bedford? 

Mr.  Kay.  No,  sir.  There  was  an  order  passed  by  the  board  of 
aldermen  some  time  ago  asking  the  mayor  to  appoint  a  committee 
that  would  look  into  building.  Now,  I  looked  around  and  I  took 
it  up  with  tlie  local  chamber  of  commerce,  and  I  interviewed  men 
who  were  at  the  head  to  act,  but  I  could  not  get  the  kind  of  men  that 
I  wanted  on  the  committee,  and  I  have  not  yet  been  able  to  look 
favorably  upon  building  houses  for  the  operatives.  Personally,  I 
do  not  believe  in  exempting — of  course,  you  have  got  to  meet  the 
present  situation — ^but  when  a  manufacturing  concern  or  anything  of 
that  kind  wants  to  come  into  Fall  River,  although  of  course  it  is 
against  the  law  of  the  State,  but  if  an  exemption  from  taxation  is  the 
deciding  factor  I  do  not  want  them  anyway,  because  that  is  not  a 
very  large  part  of  the  cost  of  operating  a  plant.  Taxes  are  not  as 
much  as  people  think  of  the  cost  of  operation. 

The  Chairman.  The  suggestion  has  been  made  in  New  York  City 
that  we  exempt  from  taxation  all  new  houses  built  exclusively  for 
dwelling  purposes  for  a  period  of  five  years.  That  is  to  say,  you 
will  go  out  and  build  a  dozen  dwelling  houses,  and,  even  if  you  sell 
them,  that  tlie  men  to  whom  you  sell  them  will  not  be  required  to  pay 
any  taxes  on  the  houses  for  a  period  of  five  years.  Now,  that  would 
be  an  inducement  for  the  builder  to  build  and  an  inducement  for 
the  man  to  buy,  would  it  not? 

Mr.  Kay.  I  would  say  yes,  if  the  situation  were  serious  enough, 
but  it  would  be  only  as  a  last  resort. 

The  Chairman.  The  suggestion  has  also  been  made  that  Congress 
exempt  from  taxation  under  the  Federal  income  and  profits  toxes 
the  profits  on  the  sales  of  new  buildings  for  a  period  of  the  next  10 
years,  provided  that  those  profits  be  reinvested  in  other  buildings. 

Mr.  Kay.  That  is  one  of  the  ways  that  you  could,  perhaps,  meet 
it ;  but,  of  course,  another  way  of  looking  at  it  is  that  persons  can 
invest  their  money  in  such  high-grade  securities  to-day,  with  no 
trouble  with  them,  and  they  can  get  6,  7,  and  even  8  per  cent ;  whereas 
they  would  have  to  do  a  lot  of  work  to  get  6  or  8  per  cent  clear 
from  tenements  with  a  lot  of  worry,  too. 

The  Chairman.  There  is  no  encouragement  to  invest  in  tenements 
to-day. 

Mr.  Kay.  No  ;  in  Fall  River  there  has  been  very  little  speculative 
building,  as  it  is  called.  Most  of  it  has  been  individual  building. 
Fall  River  has  done  very  little  building  in  the  last  few  years. 

The  Chairman.  What  is  the  population  of  Fall  River? 

Mr.  Kay.  About  120,000. 

The  Chairman.  How  much  has  that  increased  in  the  last  10  years? 

Mr.  Kay.  I  am  sorry  you  asked  me.  Senator ;  not  very  much. 

The  Chairman,  Well,  your  turn  is  coming,  I  hope. 

Mr.  Kay.  It  has  not  increased  very  much ;  but,  as  I  say,  the  situa- 
tion down  there  will  be  worse  than  what  it  is  now. 

The  Chairman.  We  thank  you  very  much,  Mr.  Mayor,  for  coming 
here. 

Mr.  Kay.  Not  at  all,  Senator. 

Mr.  Nichols.  Senator,  we  have  another  mayor,  from  one  of  the 
leading  shoe  cities  of  the  country,  Mayor  Creamer,  of  Lynn. 
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MASS. 

The  Chaibman.  Mr.  Mayor,  we  would  be  very  glad  to  have  a  state- 
ment from  you  with  regard  to  the  situation  in  Lynn  as  respects  the 
housing  conditions. 

Mr.  Creamer.  Mr.  Chairman,  the  situation  in  Lynn  is  somewhat 
different  from  that  of  any  other  city  which  has  been  represented  here. 
We  have  a  population  of  about  a  hundred  thousand.  It  has  increased 
about  10  per  cent  in  the  last  10  years.  Lynn  is  very  compactly  built 
up.  It  has  a  very  small  area,  compared  with  most  other  manufactur- 
ing' cities — so  much  so,  that  a  good  many  of  our  operatives  overflow 
into  the  neighboring  towns,  which  are  practicallv,  to  all  intents  and 
purposes,  from  an  economic  standpoint,  parts  of  Lvnn. 

At  present^  owing  to  labor  conditions  there,  the  lack  of  proper 
housing  facilities  which  we  felt  seriously  a  year  ago,  is  disappearing. 
The  shoe  business  is  very  dull,  practically  nothing  being  done;  the 
(leneral  Electric  Co.,  our  leading  industry,  is  not  extending  its  plant 
in  Lynn,  on  account  of  labor  conditions,  but  extending  it  elsewhere ; 
so  that  at  present,  while  there  is  some  shortage  of  housing,  there  is 
not  very  much.  We  have  a  good  many  empty  tenements,  principally 
of  a  character  that  people  do  not  want  to  live  in  nowadays;  and 
owing  to  the  high  cost  of  repairing  and  making  those  tenements 
more  habitable,  very  little  is  being  done  in  that  direction. 

To  show  you  the  state  of  the  public  mind  on  some  of  those  things, 
or  on  tliis  thing,  I  will  tell  you  about  a  young  man  who  came  to  me 
llie  other  day  and  complained  that  his  landlord  had  increased  his 
rent  "S^  per  cent — all  he  is  entitled  to  increase  it  under  the  statutes 
of  the  last  legislature.  I  asked  him  where  he  worked.  He  told  me. 
I  said,  **  Have  you  been  making  much  money  in  the  last  few  years?  " 
■*  Ves,  I  have  been  doing  pretty  well — more  than  I  ever  expected  to 
niake  in  mv  life."  ''  Have  you  any  money?  "  He  answered,  "  Yes." 
I  said.  "  Then,  why  do  you  not  build  a  house,  if  you  do  not  like  this 
UKTease  in  rent?  You  can  not  expect  that  people  will  furnish  you 
houses  under  the  present  costs  of  building  houses  and  be  satisfied  to 
Ul  it  go  on  without  some  increase  in  the  rent  when  the  dollar  has  a 
• '  lue  uf  perhaps  only  oO  cents.  You  meet  the  increases  on  most  every- 
thing else  except  rent,  and  you  expect  the  rent  not  to  be  raised."  He 
vi.il.  "Oh,  I  can  take  mv  monev  and  make  it  earn  more  than  I  can 
*'V  building  houses."  I  said,  ''And  yet  jou  expect  somebody  else  to 
ln\\*l  tliem  for  you."  I  said,  "  They  can  not  do  it  any  more  than  you 
•an/'  Xow,  I  find  that  that  condition  is  more  or  less  prevalent 
<i.rougfu)ut  Lynn,  and  I  presume  it  is  prevalent  elsewhere.  We  are 
-•mew hat  handicapped  by  the  high  cost  of  materials;  and  to  answer 
» <ti:estion  which  you  asked  some  of  the  other  witnesses  here — I  will 
^.t  V  that  the  cement  situation  is  particularly  aggravating.  I  know  that 
'r  »ni  [>ersonal  experience,  because  I  contracted  for  a  good  many 
'  '<r.dre4l  cars  of  cement  for  municipal  purposes  last  February,  at 
N^  44  net  a  barrel.    I  am  unable  to  get  that  cement,  except  in  dril)lets, 

f-  the  plea  of  car  sliortage,  although  I  can  buy  all  the  cement  I  want 
4t  twice  that  price. 

It  ^-i^mii  to  me  that  the  car  shortage  does  not  affect  the  situation — 
•  :.Iv  llic  cement  combination — and   I   would  remind  vou  that  the 
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cement  combination  is  one  of  the  strongest  in  the  country — an  abso- 
lute monopoly,  in  restraint  of  trade;  and  that  they  cangret  all  the 
cars  they  want  when  they  can  get  the  prevailing  prices.  The  same 
thing  applies  to  coal.  I  had  a  contract  for  7,0()0  tons  of  soft  coal 
placed  last  P^ebruary  for  $4.25  a  ton  at  the  mines.  That  would  stand 
me,  landed  in  Lynn,  put  into  the  bins  of  our  public  buildings,  $9.55 
a  ton.  I  asked  the  administration  to  put  an  embargo  on  c^al  in 
order  to  remedy  the  situation,  but  I  could  not  get  that  coal  on  the 
plea  of  car  sliortage;  yet  plenty  of  cars  were  going  to  Hampton 
Roads  for  export  purposes,  and  there  has  been  no  embargo  put  on, 
and  the  market  price  of  that  coal  in  I^ynn  to-day  is  $16  a  ton.  If 
I  could  get  my  contract  filled,  I  could  land  it  there  for  $9.55. 

The  Chairman.  Are  vou  buvinor  coal  to-dav  at  $16? 

Mr.  Creamer.  I  am  not.  I  am  getting  a  little  coal  dribbled 
througli  at  $9.55. 

The  Chairman.  That  is,  just  enough  to  meet  your  immediate 
needs? 

Mr.  Creamer.  Well,  I  had  quite  a  stock  on  hand,  which  I  bought 
last  fall — last  year.  I  am  also  fitting  up  some  of  our  public  utilities 
to  burn  Mexican  crude  oil,  and  I  hope  to  be  free  from  the  exactions 
of  the  coal  profiteers  inside  of  six  months. 

The  Chairman.  Would  you  give  the  committee  the  name  of  the 
man  or  the  concern  from  whom  you  are  purchasing  coal? 

Mr.  Creamer.  I  am  buying  it  at  the  mines. 

The  Chairman.  You  are  buying  it  at  the  mines? 

Mr.  Creamer.  Yes. 

The  Chairman.  Then  the  name  of  the  coal  operator  who  is  selling 
you  coal. 

Mr.  Creamer.  It  comes  from  the  Johnstown  district.  That  is  as 
far  as  I  would  want  to  go,  because  I  am  getting  my  coal  now.  I  did 
not  begin  to  get  it  until  about  three  weeks  ago.  I  have  had  2,500  tons 
out  of  7,000  come  in  in  the  last  two  weeks  by  rail. 

The  Chairman.  This  committee  is  endeavoring  to  induce  the  Ship- 
ping Board  to  help  relieve  that  situation  by  reducing  the  water 
rate 

Mr.  Creamer.  Well,  my  coal  is  coming  by  rail.  It  is  much  cheaper 
that  wav  than  it  is  by  water. 

The  Chairman.  Yes ;  I  think  the  rate  is  about  a  dollar  and  a  half 
less  by  rail  than-it  is  by  water  and  rail. 

Mr.  Creamer.  Yes;  but  the  crux  of  the  situation  is  the  high  prices 
that  the  foreigner  is  paying  for  coal  and  the  permission  grant^  by 
our  Government  to  let  that  coal  go  to  those  foreigners. 

The  Chairman.  You  probably  heard  me  make  the  statement  at 
the  opening  of  this  hearing  that  last  year  we  shipped  about  4,000,000 
tons  of  coal  abroad,  and  that  in  the  months  of  June,  July,  and  August 
we  shipi^ed  for  export  at  the  rate  of  24,000,000  tons  a  year  to  Europe^ 

Mr.  Creamer.  And  that  difference  of  20,000,000  tons  comes  out  of 
New  York  and  New  England,  and  nowhere  else. 

The  Chairman.  And  that  coal  is  all  taken  on  the  spot  price- 
Mr.  Creamer.  Yes.  At  the  time  I  started  a  little  commotion  in 
that  situation ;  within  a  week  I  had  offers  of  20,000  tons  of  coal  from 
operators,  if  I  would  pay  the  market  price  then,  and  they  guaranteed 
to  find  the  cars,  too ;  so  that  if  you  are  looking  into  the  transportation 
situat''-'^    — 
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The  Chair3ian  (interposing).  We  know  all  about  that^  Mr.  Mayor. 

Mr.  Cr£A3ier.  There  is  something  for  you  to  consider,  sir. 

The  Chairman.  We  are  going  into  that. 

Mr.  Creamer.  I  have  told  you  the  local  situation  in  regard  to 
housing  in  Lynn.  I  realize  that  if  our  manufacturing  conditions 
were  different  we  would  need  houses  very  much,  but  I  hesitate  to 
recommend  much  of  what  has  been  suggested  here  to-day.  I  do  not 
lK?lieve  it  is  good  public  policy  for  the  people  to  depend  too  much  on 
the  (iovernment.  It  is  too  socialistic.  I  believe  that  the  Govern- 
ment should  depend  upon  the  people  and  that  we  should  encourage 
iiuHvidualism,  not  socialism.  Neither  do  I  believe  that  we  should  go 
lo  the  Federal  (iovernment  very  much  with  our  troubles.  I  do  not 
like  too  much  centralization  of  power  at  Washington.  It  seems  to 
nie  that  most  of  our  difficulties  can  be  remedied  right  here  in  the 
State  of  Massachusetts ;  our  legislature  can  do  that.  Mayor  Ashley 
s|H)ke  about  accepting  a  provision  of  the  last  legislature  giving  him 
llie  power  to  borrow  $1,800,000  outside  of  the  debt  limit  for  the  sake 
of  building  houses.  He  did  not  tell  you  at  the  rate  of  $5,000  per 
house  that  would  only  build  360  houses.  I  have  not  recommended 
to  our  city  government  the  acceptance  of  that  legislation,  because  I 
thought  it  was  simply  making  the  people  of  Lynn  more  dependent 
than  they  were  now  upon  the  government. 

It  seems  to  me  if  the  government  of  Massachusetts  wants  to  do 
anj-thing — and  that  is  where  I  think  the  remedy  should  come  from — 
if  thev  want  to  do  anything  to  help  in  the  lack  of  housing,  to  be 
>ure  tiiey  had  a  homestead  commission,  I  believe,  provided  for  a  few 
\vars  ago,  which  has  been  a  fizzle  as  nearly  as  I  can  make  out — but 
if  they  want  to  do  an}i:hing,  let  them  loan  the  State's  credit  to  the 
niflividual  and  encourage  him  to  build.  Then  you  do  not  destroy 
initiative ;  but  you  certainly  do  destroy  initiative  when  you  continue 
to  feed  the  people  on  pap,  and  that  is  what  the  building  of  houses 
for  them  is. 

I  am  sorry  to  say  that  our  constitution  is  so  extremely  Tory  in 
tliih  State  that  we  can  not  extend  help  along  taxation  lines  to  those 
>Wio  desire  to  employ  labor  and  to  construct  houses.  I  wish  that  we 
nail  a  constitution — and  Mr.  Nichols  will  bear  me  out — I  have  been 
trying  to  get  it  amended  every  since  I  have  been  in  politics  in  this 
State — I  wish  we  had  a  constitution  like  Pennsylvania  s,  whereby  we 
;'»'il<l  have  a  lower  rate  of  taxation  on  buildings  than  we  do  on  land. 
Uiit  would  certainly  help  to  solve  the  situation.  I  do  not  know 
*>'iw  far  vour  committee  has  gone.  Have  vou  had  any  meetings  in 
I'itt.sburgh? 

The  Chairman.  No. 

Mr.  Creamer.  Have  you  had  any  in  Baltimore? 

Tlie  (*iiairman.  Yes:  in  Baltimore  and  in  Philadelphia. 

Mr.  (*REA5iER.  Did  you  find  very  much  lack  of  housing  in  Balti- 
n;»f  re  ? 

The  Chaibmax.  There  is  some. 

Mr.  Creamer*  But  very  little  as  compared  with  other  places? 

Tlie  Chairman.  Yes;  t  think  perhaps  that  is  so. 

Mr.  Creamer.  Pittsburgh  permits  her  buildings  to  be  assessed  at, 
J  think,  tt)  per  cent  of  their  value.  Maybe  it  is  70  per  cent ;  but  a 
n«mher  of  yearn  ago  the  State  of  Pennsylvania  passed  legislation — 
*a-l  they  could  do  it  under  their  constitution — permitting  cities  of 
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the  second  class — I  think  that  Pittsburgh  and  Scranton  are  the  only 
ones  of  that  kind  in  Pennsylvania — to  assess  buildings  at  90  per  cent 
of  their  value  the  first  year ;  the  next  year,  80  per  cent ;  the  next  year, 
70  per  cent;  the  next  year,  60  per  cent;  and  50  per  cent  the  next 
year.  So  that  at  the  end  of  five  years  the  buildings  would  be  as- 
sessed at  one-half  their  value.  That  is  real  encouragement  to  build^ 
and  with  the  present  situation  I  think  the  individual  needs  encour- 
agement to  build, 

I  think  he  needs  encouragement  to  be  an  individual ;  I  think  he 
needs  more  initiative  and  I  think  in  those  two  ways  you  could  give 
it  to  him  first,  by  lending  the  State's  credit — ^I  would  not  lend  the 
National  credit — ^I  would  lend  the  State's  credit  to  the  individual 
who  wants  to  build.  Then  I  would  amend  the  constitution  in  Massa- 
chusetts striking  out  that  word  "  proportional,"  which  you  and  I 
have  had  so  many  conversations  about,  and  permit  our  municipali- 
ties or  our  States  to  levy  a  lower  tax  rate  on  the  product  of  labor 
than  I  would  on  the  value  of  a  privilege.  In  that  way  you  would 
not  destroy  initiative.  I  think  that  is  all  I  have  to  say,  Mr.  Chair- 
man. / 

The  Chairman.  We  thank  you,  Mr.  Mayor. 

Mr.  Nichols.  In  closing  for  the  morning,  Mr.  Chairman,  I  will 
present  a  report  from  the  State  Commission  on  Necessaries  of  Life^ 
and  I  think  we  will  have  two  more  cities  to  hear  from  when  we  re- 
convene. What  has  been  said  on  the  coal  and  transportation  situa- 
tion will  lead,  I  think,  very  naturally  and  very  interestingly  to  what 
may  be  said  this  afternoon  with  respect  to  the. coal  situation.  That 
is  all  for  the  present,  sir. 

The  Chairman.  Then,  the  committee  will  recess  now  until  2.15. 
The  Chair  wants  to  take  this  opportunity  of  thanking  Mr.  Nichols 
for  his  kindness  in  conducting  the  matter  for  us, 

(Whereupon,  at  1.15  o'clock  p.  m.,  the  committee  took  a  recess 
until  3  o'clock  p.  m.) 

AFrER  RECESS. 

(At  3.05  o'clock  p.  m.  the  committee  reassembled,  pursuant  to  the 
taking  of  recess. ) 

Mr.  Nichols.  Mr.  Chairman,  before  we  go  on  with  the  discussion 
of  the  coal  situation,  we  have  one  more  gentleman,  representing  a 
municipality,  and  I  will  call  on  Mr.  Briggs,  of  Chelsea. 

STATEMENT  OF  ME.  ALTON  E.  BEIOOS,  EEPBESENTINO  MATO& 
BEEATH,  OF  THE  CITY  OF  CHELSEA,  MASS. 

Mr.  Briggs.  I  am  here,  Mr.  Chairman  and  gentlemen,  not  because 
1  can  add  anything  to  what  was  said  this  morning,  but  because  of  a 
personal  request  tnat  came  over  the  telephone  to  my  office  from 
Mayor  Breath,  I  being  the  chairman  of  his  rent  investigating  com- 
mittee, to  appear  here  and  make  a  statement  concerning  conditions 
in  our  own  city. 

The  city  of  Chelsea  is  a  small  city,  of  only  40,000  or  50,000  in- 
habitants; and,  from  the  viewpoint  of  the  work  of  our  committee, 
there  is  not  an  aowte  condition  existing,  so  far  as  housing  conditions 
are  concerned.    We  have  had  a  great  many  cases  before  us;  but  most 
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of  them  seemed  to  have  arisen  because  of  disputes  that  commenced 
between  the  landlord  and  the  tenant  on, account  of  rents,  that  con- 
dition being  largely  induced  by  the  fact  that  the  less  prosperous 
lx?ople  of  the  community  formerly,  who  have  become  more  pros- 
|)erous  under  the  conditions  existing  in  the  past  two  years,  have  de- 
sired to  burst  their  bondage  in  the  poorer  quarters  of  the  city,  and 
^o  into  the  better  quarters.  It  may  be  said  that,  almost  without  ex- 
ception, satisfactory  agreements  have  been  reached — satisfactory  to 
both  sides — the  landlord  and  the  tenant — so  far  as  our  work  is  con- 
cerned. 

As  to  some  possible  solution,  of  course  no  man  is  wise  enough, 
under  present  circumstances,  to  solve  all  the  situations  that  exist.  It 
appears  to  me^  however,  that  it  is  not  the  man  who  is  wanting  a 
house  to  live  in  to-day  who  is  being  so  much  injured  as  it  is  the  indi- 
vidual whose  labor  might  be  employed  in  building — and  even  that 
type  of  man  is  probably  employed  in  some  other  occupation — but 
more  particularly  the  contractor  and  the  builder  himself,  who  should 
be  feeling  the  stress  of  the  present  situation.  Personally,  I  am  of  the 
belief  that  the  cities  should  do  as  little  as  possible,  and  only  then 
under  the  stress  of  real  distress.  I  believe  that  the  initiative  on  the 
part  of  the  individual  and  the  capability  of  business  to  care  for  the 
wants  of  the  people  is  the  thins:  that  should  produce  the  best  results. 

Xor  do  I  believe  in  the  so-called  untaxable  equities.  In  fact,  I  am 
a  great  unbeliever  in  untaxable  equities.  I  believe  that  every  form 
of  equity  should  be  taxed ;  and,  in  tnat  respect,  I  might  go  to  the  very 
jrreat  extreme  of  including  in  the  list  many  old-time  equities  that 
have  always  l>een  regardeaas  necessarily  free  from  taxation;  so,  on 
that  account,  the  very  thought  of  attempting  through  municipal 
action  to  create  nontaxable  equities  is  repulsive  to  me,  and  I  could 
not  approve  of  it  for  a  moment. 

The  Chairman.  Were  you  here  this  morning,  Mr.  Briggs? 

5Ir.  Brick;s.  For  a  short  time ;  yes. 

The  Chairman.  I  do  not  know  whether  you  were  here  w^hen  I 
asked  one  of  the  witnesses  what  he  thought  of  exempting  from  tax- 
ation for  a  period,  say,  of  five  vears,  only  new  buildings  erected 
*^»I»*ly  for  dwelling  purj)oscs,  having  in  mind,  of  course,  the  encour- 
airf-nient  of  i)eople  to  build  dwellings,  in  order  to  settle  this  c^uestion, 
r.ither  than  to  have  the  city  or  the  State  or  the  Nation  go  into  the 
I'uiMinir  business. 

Mr.  Brigos.  Well,  from  my  somewhat  extreme  viewpoint  which  I 
li;ive  already  stated,  relative  to  nontaxable  equities,  I  could  not  see 
in  that  a  scdution,  unless  it  were  a  solution  to  obviate  real  distress. 

The  Chairman.  As  you  perhaps  know,  we  have  just  passea  a  ship- 
puj;r  hill  in  Washington,  in  which  we  gave  a  preference  of  5  per  cent 
l«»  American  vessels  bringing  in  goods. 

Mr.  Bbic<},s.  Yes. 

The  Chaibman.  We  gave  them  that  indirect  subsidy. 

Mr.  Briooh.  Yes. 

Tl>e  CffAiRMAN.  We  have  also,  in  that  same  bill,  provided  that 
•  hi?  profits  of  American  ships  in  foreign  trade  shall  l)e  exempt  from 
•11  excess-profits  taxes,  the  purpose  being  to  re-create  and  maintain 
an  American  merchant  marine,  which  we  have  sorely  needed. 

Mr.  Bhiggs.  Surely. 
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The  Chairman.  Now,  in  a  great  emergency  like  this,  if  there  is  a 
real  need  for  housing,  is  the  Government  justified,  do  you  think,  in 
enacting  legislation  of  that  character? 

Mr.  Brioos.  If  there  is  a  real  distressing  need,  yes;  as  a  matter 
of  compromise,  certainly. 

The  Chairman.  Then  the  State  of  Massachusetts  might  give  au- 
thority to  its  mayors  and  councils  of  the  various  cities,  if  they  find 
the  situation  is  really  distressing,  to  exempt  from  taxation,  perhaps, 
new  buildings  erected  solely  for  dwelling  purposes,  for  a  limited 
period  of  years  ? 

Mr.  Briggs.  Yes.  It  seems  to  me,  however,  that  the  real  solution 
of  the  present  difficulty,  which  dates  back  to  even  a  bit  before  the 
distressing  conditions  created  by  the  war  existed,  is^  the  matter  uf 
decentralization.  It  may  seem  almost  like  heresy  to  suggest  that  our 
cities  should  not  be  bigger,  but  believing  as  I  do,  from  some  consid- 
erable stud}'  of  the  situation  during  the  past  10  years,  that  many 
of  our  evils  to-day  exist  because  too  many  people  are  living  in  con- 
gested communities,  I  would  say  that  anything  that  the  Ignited 
States  Government  or  the  States  or  the  city  governments  themselves 
can  do  to  decentralize  would  be  doing  something  really  constructive; 
and  when  they  do  that,  also  to  develop  a  commuting  transportation 
system,  including  both  steam  and  electricity,  which  can  carry  the 
people,  so  that  they  can  do  business  in  communities  25  or  40  miles 
away.  That,  to  my  mind,  is  the  real  solution  of  the  difficulties  that 
exist  to-day  in  the  cities,  where  the  most  trouble  does  exist.  It  was 
a  very  noticeable  fact  that  our  last  census  showed  tliat  the  cities 
had  grown  33  per  cent  in  10  years,  while  the  rural  communities  had 
only  grown  10  per  cent.  We  not  only  need  the  growth  of  the  rural 
communities  for  the  sake  of  getting  the  added  production  of  food, 
but  we  also  need  them  to  prevent  the  evils  that  are  existing  in  the 
cities,  and  to  create  more  healthful  conditions  for  the  people  under 
which  to  live. 

The  Chairman.  I  think  the  committee  is  inclined  to  agree  with 
you  in  that  regard,  Mr.  Briggs.  Have  you  any  particular  sugges- 
tion to  offer  as  to  how  we  could  encourage  the  people  to  go  buck  to 
the  farms? 

Mr.  Briggs.  There  is  a  very  serious  condition  existing  within  40 
miles  of  Boston,  not  particularly  dealing  with  Boston,  but  with  other 
fairly  large  communities  or  towns,  where  a  very  considerable  areii 
beyond  the  range  of  a  town  has  been  developed  during  the  last  !«*> 
years  by  the  building  of  electric  railways  running  out  into  these  com- 
munities, and  all  along  those  lines.  I  have  in  mind  one  community, 
where  I  spent  much  of  my  boyhood  days,  and  in  the  country  there- 
abouts 25  years  ago  there  was  hardly  a  house  in  sight,  but  now  we 
find  the  whole  road  lined  with  homes,  and  the  traction  companies 
have  ceased  to  operate.  Now,  that  is  a  very  serious  situation  in  many 
parts  of  New  England. 

The  Chairman.  Can  you  tell  us  why  they  have  ceased  to  operate 
those  traction  lines  ? 

Mr.  Briggs.  I  can  not ;  no,  sir.  The  conditions  of  the  electric  roads 
are  beyond  me — beyond  my  knowledge.  Where  lines  used  to  be  able 
to  carry  cars  back  and  forth  with  people,  now  it  does  not  carry  any- 
one, because  it  does  not  run. 
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ITie  Chairman.  Well,  is  that  because  of  the  fact  that  people  have 
Mt  those  communities,  going  to  the  big  cities  because  of  supposed 
atlvantajres  that  they  may  enjoy  there,  or  is  it  because  of  too  high  a 
rate  on  the  cars,  or  is  it  perhaps  because  there  was  not  enough  fare 
paid  i 

Mr.  Brigos.  All  we  know  is  that  the  cars  have  ceased  to  operate. 

The  Chairman.  The  gentleman  states  a  theory  in  which  most  peo- 
ple will  concur,  that  it  would  be  a  good  thing  to  have  the  people 
jro  back  to  the  farms,  and  if  the  gentleman,  in  his  leisure  moments, 
can  prepare  a  suggestion  for  the  committee  to  develop,  I  will  be  very 
glad  to  present  it  to  Congress,  and  perhaps  he  or  some  one  else  can 
work  out  some  means  of  accomplishing  what  I  think  is  most  com- 
mendable. I  live  in  a  big  city,  and  have  lived  there  all  my  life, 
and  I  represent  the  largest  State  in  the  Union;  but  I  wouFd  like  to 
encourage  people  to  go  back  and  live  in  the  farming  communities,  if 
they  could,  ue  have  hundreds  and  hundreds  of  fertile  farms  in 
New  York  where  people  have  given  up  their  homes  and  gone  to  the 
rities.  There  they  find,  perh|ips,  better  amusements  for  the  young 
people  and  l>etter  living  conditions,  and  that,  I  think,  is  the  reason. 
Vow,  I  really  do  not  know  how  to  get  them  to  go  back  on  the  farms, 
and  I  would  like  to  have  some  one  to  help  me  work  it  out. 

Mr.  BRin(;8.  Preach  it  from  every  house  top,  Mr.  Chairman.  I 
think  I  have  nothing  further  to  say,  sir. 

Mr.  XirHoLs.  Perhaps,  Mr.  Chairman,  I  can  offer  some  testimony 
on  the  transportation  system,  being  somewhat  familiar  with  the 
>ituation  around  about  here.  Our  local  transportation  has  suffered 
very  greatlv  on  account  of  the  old  theory  that  the  car  rider  ought 
to  pav  all  tlie  expenses,  and  the  car  rider  can  not  do  it.  That  is  the 
trouble  in  building  subways  and  tunnels  and  everj'thing  of  that  sort. 
We  have  got  to  rt*finance  under  modern  conditions  wliat  ostensibly 
n>uld  l)e  easily  financed  under  the  old  conditions.  Now,  that  is,  of 
course,  coupled  up  with  a  complexity  of  thing? — ^the  jitney  competi- 
tion has  hurt  one  local  line  here  very  much,  the  Bay  State — it  has 
h**i  hurt  the  elevated  so  much,  but  it  has  been  a  great  trouble,  of 
«fMirse,  all  throughout  Massachusetts,  and  we  had  a  very  elaborate 
Mudy  of  that  whole  thing  in  May  last  year  by  a  special  street  rail- 
way committee.  The  fare  was  too  small  in  many  instances,  and  that, 
of  course,  has  had  to  be  raised;  and  I  think  there  was,  in  many  in- 
>tances,  a  lot  of  loose  financing.  It  is  very  complex  but  those  are 
Nf»!ne  of  the  things  that  have  complicated  it. 

Tlie  coal  situation,  I  think,  will  be  a  desirable  topic  to  treat  upon 
at  this  time,  and  I  will  call  ui)on  Mr.  David  A.  Ellis,  a  member  of 
tho  State  commission  on  public  utilities,  who,  I  think,  is  thoroughly 
familiar  with  the  subject. 

STATEMEHT  OF  MB.  BAVIS  A.  ELIIS,  COHMISSIONEB  OF  FTTBUC 

irriLITIES,  BOSTON,  MASS. 

Mr.  Eixis.  We  are  facing,  as  you  doubtless  know,  Mr.  Chairman 
«&d  gentlemen,  a  very  difficult  and  critical  coal  situation  in  New 
y^nglmniL  Coal,  of  course,  is,  in  the  last  analysis,  merely  a  ques- 
tkko  of  transportation,  so  that  our  situation  in  tfie  last  analysis — our 
coal  situation — is  one  of  inadequate  transportation.    New  England 
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needs  to  accumulate  reserves  of  coal  beyond  what  most  States  of  the 
Union  do.  The  Northwest  is  in  a  worse  position  than  we  are,  but 
we  are  called  upon  during  the  good  weather  to  make  large  accumu- 
lations of  coal  oecause  of  our  distance  from  the  sources  of  supply^ 
because  of  our  severe  winters,  and  because  of  possible  strikes  and 
other  untoward  contingencies. 

Now,  not  half  of  our  coal  comes  in  by  rail;  more  than  half  of  it 
comes  into  New  England  by  tidewater.  Our  railroads  have  now 
bix>ught  in  half  of  our  coal,  and  they  are  not  capable  to-day  of  brin^- 
injx  in  much  over  half,  under  the  best  circumstances,  without  seri- 
ously interfering  with  the  transportation  of  other  commodities, 
sucli  as  building  materials,  in  which  you  are  interested  more  di- 
rect 1  v.  So  a  serious  interference  with  the  free  movement  of  coal 
into  New  England  by  tidewater  means  interference,  in  the  first  place, 
with  the  bringing  in  of  other  commodities  into  New  England,  and 
then  if  it  grows  serious  enough  a  breakdown  of  the  New  England 
railn>ud  transportation  system,  and  finally  a  breakdown  of  the  trans- 
)>ortution  systems  which  feed  the  New  England  railroads. 

That  is  v'ery  nearly  the  situation  wnich  we  are  facing  to-day.  Of 
course,  the  trouble-*-the  basis  of  all  this  trouble — ^lies  in  Europe  and 
in  the  deficient  coal  supplies  of  EuroptB.  I  do  not  know  how  much 
tlio  committee  w^ould  like  to  go  into  detail  on  this.  I  have  here  some 
n(»tes  on  the  coal  situation  in  Europe.  I  might  leave  with  the  com- 
nuttee  a  copy  of  these  notes,  and  say  very  briefly  w^hat,  of  course, 
the  committee  knows  well,  that  Europe  is  not  producing  anything 
like  the  coal  that  it  did  before  the  war,  and  the  situation  is  not  im- 
proving materially.  The  papers  of  the  last  week  have  told  us  of 
htrikcs  in  the  upper  Silesia  which  are  interfering  seriously  with  the 
(Jernum  coal  supply,  and  I  see  that  the  British  coal  miners  have 
recently  voted  to  go  out  on  a  strike;  I  believe  they  desire  the  nation- 
alization of  the  coal  mines  of  England.  Now,  the  result  of  the  short 
proilmticm  of  coal  in  Europe  has  been,  of  course,  a  tremendous  de- 
nuuid  uj)on  America  for  its  coal,  and  that  centralizes  at  Hampton 
Hoads.  Now,  Hampton  Eoads,  as  I  understand  it,  was  built  origi- 
nally largely  for  the  transportation  of  New  England  coal. 

The  Chairman.  That  is  to  say,  the  Hampton  Boads  dumping 
facilities  for  coal? 

Mr.  Eixis.  Yes,  sir.  Now,  the  result  of  this  world's  demands  at 
Hampton  Koads  and  Baltimore — particularly  at  Hampton  Roads — 
has  led  to  a  tremendous  increase  in  exports.  Now,  you  take  in  Janu- 
ary, there  were  897,000  tons  exported;  in  February,  718,000  tons; 
in' March,  1,133,000  tons;  in  April,  1,903,000  tons;  in  May,  1,942,000 
tons;  in  June,  2,175,000  tons.  The  official  figures  for  the  month  of 
•hdy  are  not  yet  available,  but  from  the  forecasts  which  have  ap- 
pcMired  in  the  trade  journals  it  seems  likely  that  the  figures  for  July 
will  exceed  those  for  June,  and  the  movement  for  the  month  of 
A\igust,  we  understand,  has  shown  no  reduction  from  the  rate  reached 
in  J\ine  and  July. 

Now,  in  that  large  volume  of  exports,  to  meet  the  world's  shortage 
of  coal,  lies  the  cause  of  our  New  England  troubles. 

The  Chairman.  The  figures  for  June  and  July  would  seem  to  indi* 
c»ate  that  we  would  have  coal  exports  of  about  25,000,000  tons  a  year 
if  those  figures  were  carried  out  for  the  entire  year? 


RECONSTRUCTION   AND  PRODUCTION.  475 

Mr.  Ellis.  Yes,  sir. 

The  Chairman.  Does  the  witness  know  what  have  been  our 
previous  shipments  of  coal  abroad  annually  before  this  year? 

Mr.  Ellis.  Well,  I  do  not  have  them  in  this  memorandum,  but  I 
do  know  that  they  were  quite  slight,  in  comparison.  I  am  going  to 
ask  Mr.  Howie,  wlio  is  here,  whether  he  could  tell  us  what  the  exports 
of  coal  have  been  in  past  years.  Have  you  those  figures  available, 
Mr.  Howie  ? 

Mr.  Howie.  1  think  an  average  over  a  period  of  years  would  show 
about  500,000  tons  a  month  of  tidewater,  from  1912  to  1919. 

The  Chairman.  That  would  indicate  about  6,000,000  tons  a  year.  I 
thought  it  was  4,000,000.  So  the  coal  shipments  for  the  latter  part 
of  this  j^ear  would  be  about  four  times  the  volume  of  the  shipments 
fur  previous  to  this  year  ? 

Mr.  Ellis.  Yes.  Now,  we  are  feeling  the  results  of  that  in  New 
England.  In  the  first  place  we  have  gotten  an  insufficient  volume  of 
(caT — not  insufficient,  perhaps,  for  our  current  needs,  but  insufficient 
haxing  in  mind  that  we  have  got  to  build  up  reserves  during  the  sum- 
mer weather.  Then,  of  course,  we  are  paying  high  prices.  For  coal 
at  Hampton  Roads  to-day  the  spot  market  is  around  $20  a  ton.  It 
was  about  $5.50  a  ton  when  the  Government  released  control  of  prices 
on  April  1. 

The  Chairman.  Mr.  Ellis,  your  coal  that  comes  by  the  water  route, 
do  you  know  if  that  is  contract  coal  or  is  it  spot  coal  ? 

ifr.  Ellis.  Well,  it  is  both,  I  think.  Mostly  or  largely  contract 
coal,  however.  It  is  both.  I  will  not  attempt  to  apportion  the  quan- 
tities, but  it  is  both. 

The  Chairman.  Could  you  tell  the  committee  what  the  needs  of 
the  public  utilities  of  this  State  are  during  a  year? 

Mr.  Ellis.  Yes;  I  can  tell  you  in  round  figures  that  I  think  the 
needs  in  tons  would  be  about,  say,  12,000,000  to  15,000,000  annually 
of  soft  coal  for  the  public  utilities. 

The  Chairman.  That  is,  for  the  public  utilities  alone  ? 

Mr.  Ellis.  Yes:  I  think  it  is  practically  that — around  12,000,000. 
If  I  am  incorrect  I  would  ask  Mr.  Howie  to  correct  me.  ' 

Mr.  Howie.  That  includes  the  railroads. 

Mr.  Ellis.  I  think  that  is  substantially  correct. 

The  Chairman,  Do  you  know  what  proportion  of  that  supply  has 
i^*me  to  New  England  on  contract  made  by  those  public  utilities,  and 
what  proportion  they  have  had  to  go  out  into  the  market  ami  buy? 

Mr.  Ellis.  I  am  afraid  I  can  not  answer  that,  but  I  think  Mr. 
It-nney,  who  will  speak  later,  will  have  some  ratlier  precise  figures 
fill  that. 

The  Chairman.  Very  well,  then. 

Mr.  Ellis.  Those  increasing  prices  are  producing  great  hardship 
"'•on  the  users  of  the  public  utility  facilities.  I  am  a  member  of  the 
;•  iWic  utilities  commission  and  we  have  had  to  raise  the  price  of 
u'a%  electric  light,  and  all  that  sort  of  thing  right  straight  along  the 
I  »!*•  in  order  to  enable  the  public  utilities  to  do  business;  and  that 
r.»ans  a  serious  bunlen  on  the  pockets  of  the  consumers  of  those  very 
•  ^•*ntial  things.  Then  you  have,  of  course,  as  a  result  of  this,  the 
"•nirestion  of  the  Xew  England  railroads  and  the  embargoes  on  neces- 
>ttj  cf>inmo<lities.    I  see  that  the  Boston  &  Maine  just  issued  another 
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embargo  a  couple  of  days  ago.  Now,  that  interferes  with  all  kinds 
of  pro2:rams,  including  your  building  program.  It  is  also  having  n 
bad  erfect  on  the  railroads  back  of  the  New  England  railroads.  Of 
course,  whenever  New  England  puts  an  embargo  on  something  it 
clutters  up  the  railroads  which  have  the  merchandise  to  deliver  to 
the  New  England  railroads,  so  that  it  tends  to  put  the  whole  trans- 
portation system  of  the  North  Atlantic  States  out  of  gear. 

Now,  the  remedy  for  that  sort  of  thing  is  perhaps  not  very  far  to 
seek.  The  Interstate  Commerce  Commission  has  issued  orders  which 
are  accomplishing  some  measure  of  good,  but  they  are  not  accom- 
plishing the  maximum  of  good.  The  only  real  waj^,  probably,  in 
which  this  situation  can  be  dealt  with  is  by  striking  at  the  root  of 
the  evil — exports.. 

Now,  England  has  done  that ;  England  has  developed  a  very  busi- 
nesslike program  on  that  subject.  It  limits  strictly  the  amount  of 
coal  that  can  be  exported,  and  it  fixes  the  price  at  which  it  can  be 
exported.  I  think  in  England  the  price  of  coal  exported,  if  I  remem- 
ber rightly,  is  about  double  the  price  of  coal  fixed  for  domestic  use. 
It  is  rather  -amusing  to  think  that  England  restricts  its  exports  so 
carefully  and  then  that  we  sell  coal  at  Hampton  Roads  to  operate 
the  Government-controlled  roads  in  Egypt.    That  is  an  actual  fact. 

Now,  France  has  recently  undertaken  some  regulations  in  the  same 
direction.  I  appreciate  that  under  the  Constitution  the  Congress  has 
no  right  to  levy  a  tax  upon  exports,  as  I  recall  it;  but  the  question 
of  coal  for  export  is,  in  the  last  analysis,  purely  a  question  of  pier 
facilities,  and  those  pier  facilities  are  under  the  control  of  the  Gov- 
ernment of  the  United  States;  and  when  we  go  down  to  Hampton 
Roads  and  try  to  buy  coal  what  we  are  really  doing,  in  effect,  is 
merely  to  bid  for  pier  facilities  against  the  Italian  Government,  or 
what  not.    I  think  that  is  all  I  care  to  say,  sir. 

The  Chairman.  Mr.  Ellis,  it  has  been  suggested  to  the  cximmittee 
that  the  export  of  coal  to  other  parts  of  the  world,  where  they  are 
so  much  in  need  of  fuel,  would  put  the  rest  of  tlie  world  under 
great  obligation  to  America  for  coal  just  at  a  time  like  this,  when 
nobodv  else  is  furnishing  coal  for  them.  What  do  vou  think  of 
that  r       " 

Mr.  P^Li.Ts.  I  think  there  is  a  good  deal  of  force  in  that:  but  the 
question  really  comes  down,  in  the  last  analvsis,  to  whether  you 
want  to  put  a  New  England  man  out  of  a  ]oi)  in  a  mill  in  onler» 
let  us  say,  to  keep  a  Dane  at  work  in  Copenhagen.  That  is  what  it 
lar":elv  comes  doAvn  to. 

The  Chairman.  A  witness  to  whom  I  presented  that  question  in 
Baltimore  the  other  day  suggested  that  the  South  Africans  or  South 
Americans,  whom  we  are  requiring  to  pay  $30  to  $50  a  ton  for  coal 
in  this  present  emergency,  in  years  to  come  would  not  feel  under 
very  great  obligation  to  us. 

^Ir.  EixTs.  I  should  think  that  is  a  still  shorter  answer,  and  tliat 
is  borne  out  by  the  official  action  of  the  French  Government,  with 
which  you  are  doubtless  acquainted.  The  particular  thing  that 
the  French  Government  is  striking  at  is  the  price  of  coal.  It  for- 
bids any  coal  to  be  sold  in  France  above  a  certain  price,  and  the 
interesting  thing  about  the  newspaper  articles  which  I  have  read 
and  have  in  mv  bag  is  that  the  articles  tell  in  Paris,  for  example^ 
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how  the  American  coal  dealers  there  are  protesting  violently  against 
this  infringement  upon  their  rights.  They  have  even  suggested 
that  the  French  Government  can  have  no  constitutional  right  to  fix 
a  price  on  coal  which  would  interfere  with  the  contracts  w^hich  the 
American  coal  speculators,  for  the  most  part,  have  already  made 
with  Frenclmien. 

The  Chairman.  Is  that  all  you  have  to  say  to  the  committee,  Mr. 
Ellis  <  . 

Mr.  Ellis.  Yes ;  I  think  that  is  all.  Senator. 

The  Chairman.  The  committee  thanlcs  you  very  much,  sir. 

Mr.  Ellis.  Not  at  all,  sir. 

Mr.  Nichols.  Now,  Mr.  A.  B.  Tenney,  of  C.  H.  Tenney  &  Co., 
who  represents  a  number  of  public  utility  companies. 

STATEMENT  OF  MB.  A.  B.  TENITEY,  PBESIDENT,  C.  H.  TENNEY  & 

CO.,  BOSTON,  MASS. 

The  Chairman.  You  are  a  member  of  the  firm  of  C.  H.  Tenney  & 
Co.? 

Mr.  Tenney.  I  am  associated  with  it.  I  am  President  of  the  Mai- 
den &  Melrose  Gaslight  Co.,  and  other  gas  and  electric  companies  in 
Massachusetts.  I  am  also  acting  now  in  the  capacity  of  chairman  ot 
a  small  committee  representing  the  gas  and  electric  utilities  of  Mas- 
sachusetts. The  principal  statement  that  I  have  to  make  will  relate 
to  those  companies,  although  in  the  course  of  preparing  a  few  sug- 
p«'>tions  relating  to  Massachusetts,  my  effort  carried  me  generally 
alx>ut  New  England  somewhat.  I  have  prepared  here  a  statement  in 
some  detail,  which  I  shall  not  attempt  to  read,  as  I  realize  that  your 
time  is  limited;  but  I  shall  leave' it  WMth  the  committee,  if  I  may,  and 
n»fer  simply  to  one  or  two  of  the  more  important  points  in  connection 
with  it. 

<'ne  of  the  principal  things  relating  to  a  successful  and  proper 
'•Iteration  of  a  public  utility  is  an  adequate  supply  of  fuel,  either 
««'al  or  oil,  or  both. 

On  June  26,  1920,  taking  19  typical  gas  companies  in  Massachu- 
Mts.  and  figuring  their  day's  supply  of  coal  on  hand  and  comparing 
It  with  the  returns  to  the  department  of  public  utilities  for  June  30, 
I-»19,  the  gas  companies  had  on  hand  but  25  per  cent  of  the  supply 
of  tras  coal  that  they  had  on  June  30,  1919.  At  that  time — that  is, 
•June  2<j,  1920 — the  average  day's  supply  of  gas  coal  on  hand  of  all 
tfi^  public  utilities  in  New  England  that  I  could  get  replies  from 
was  alx>ut  25  days'  supply,  whereas  a  normal  supply  for  a  gas  com- 
frAuy  is  alK>ut  loi)  days'  supply  of  gas  coal. 

N^ow,  taking  the  electric  companies,  we  find  that  they  had  on  hand 
on  June  26,  1920,  as  compared  with  June  30,  1919,  only  about  33J  per 
'>iit  of  their  normal  supply,  and  relating  that  fact  to  the  day's  supply 
of  5(team  coal  on  hand,  the  electric  companies  should  have  75  to  90 
•ia^-s'  supply  of  steam  coal. 

1  rouid  give  consiflerable  interesting^  history  as  to  the  limited 
^•ipply  on  hand  at  that  time  of  the  utilities  throughout  New  England, 
1  "It  that  is  all  rovere<l  in  the  memorandum  which  I  shall  leave  here, 
and  it  will  perhaps  be  sufficient  now  to  say  that  there  were  46  utili- 
ties, exclusive  of  steam  roads,  that  had  less  than  10  days'  supply.    It 
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takes  about  35  days,  under  normal  conditions,  to  get  coal  from  the 
mines  to  the  public  utilities  here  in  New  England. 

That  this  condition  of  shortage  of  coal  is  not  due  to  a  failure  to 
make  contracts  is  shown  by  the  fact  that  our  analysis  indicated  that 
the  major  portion — I  should  say  90  per  cent — of  the  gas  and  electric 
companies  had  made  contracts  for  their  coal  early  in  the  spring- 
March  and  April. 

The  Chairman.  That  is  the  usual  period  for  making  contracts? 

Mr.  Texney.  Yes,  sir.  Coal  fails  to  come  through,  due  to  car 
shortage.  That  is  to  say,  that  is  the  reason  that  was  advanced  to 
the  managers  of  the  utilities  companies — ^that  the  contractors  could 
not  fulfill  their  contracts  on  account  of  a  car  shortage. 

A  few  figures  indicate  that  the  percentage  of  contract  deliveries 
from  April  1  to  July  1  on  gas  coal — ^that  is,  bituminous  gas  coal- 
that  but  47  per  cent  of  the  contract  requirements  had  been  shipped— 
there  were  two  contracts  which  I  have  in  mind,  aggregating  146,000 
tons  of  coal  for  the  year,  and  one  had  shipped  47  per  cent  and  an- 
other but  37  per  cent,  the  excuse  being  car  shortage. 

The  Chairman.  Well,  that  percentage  of  delivery  did  not  meet 
your  immediate  needs,  did  it? 

Mr.  Tenney.  No,  sir ;  that  was  well  below  the  immediate  needs. 

The  Chairman.  What  percentage  of  your  immediate  needs 
was  it? 

Mr.  Tenney.  I  should  not  think  that  that  met — well,  in  those  two 
contracts  I  should  say  about  80  per  cent  of  the  immediate  need  at 
the  present  time.  These  contracts  are  made  for  12  months,  and  the 
aggregate  quantity  is  the  amount  required  during  12  months, 
shipped  in  12  equal  monthly  shipments. 

The  Chairman.  And  if  you  were 'receiving  a  100  per  cent  supply 
you  would  be  laying  aside  a  surplus  ? 

Mr.  Tenney.  Yes. 

The  Chairman.  But  when  only  receiving  47  per  cent  from  one 
and  37  per  cent  from  another,  then  you  were  able  to  lay  aside  no 
surplus  and  you  were  required  to  buy  coal  at  spot  prices? 

Mr.  Tenney.  Yes.  sir. 

The  Chairman.  So  I  would  assume  that  20  per  cent  of  your  needs 
during  April,  May,  and  June  you  had  to  supply  in  the  open  mar- 
ket— ^that  which  you  actualljr  used  ? 

Mr.  Tenney.  1  should  think  it  would  be  higher  than  that.  I  am 
trying  to  give  you  some  exact  figures  that  I  had  in  mind.  I  had  to 
buy  myself  21,000  tons  to  meet  about  36,000  tons  that  I  should  have 
received.    That  is,  about  60  per  cent  of  spot  coal  I  had  to  buy. 

The  Chairman.  So  at  one  period  you  had  to  buy  60  per  cent  of 
your  supply  in  spot  coal  ? 

Mr.  Tenney.  Yes ;  to  make  up  my  daily  requirements. 

The  Chairman.  Does  the  table  that  you  have  prepared  and  are 
submitting  to  the  committee  contain  a  statement  of  the  price  you 
paid  for  your  contract  coal  ? 

Mr.  Tenney.  I  have  here  some  extracts  which  I  think  will  answer 
that.  At  any  rate,  I  can  tell  you  for  gas  coal  the  average  price  was 
$3.50  a  net  ton  at  the  mines  on  the  1st  of  ApriL  The  steam  coal  was, 
I  think,  $3.75  a  net  ton  at  the  mines  on  the  1st  of  April. 

The  Chairman.  Both  per  net  ton  ? 
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Mr.  Tenney.  Yes ;  both  per  net  ton. 

The  Chairman.  Those  two  figures  are  contract  figures? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  For  this  year's  delivery  ? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  During  the  coal  year,  from  the  1st  of  April  to 
the  1st  of  April? 

Mr.  Tenney.  Yes,  sir. 

The  Chair]«an,  Now,  you  are  compelled  to  go  out  and  buy  spot 
coal? 

Mr.  Tenney.  Yes,  sir. 

The  Chairbcan.  And  does  this  contractor  make  up  the  difference 
to  you  at  all? 

Sf r.  Tenney.  No,  sir ;  that  coal  which  has  been  unshipped  for  the 
months  that  have  elapsed  will  not  be  made  up  under  the  terms  of  the 
contract. 

The  Chairman.  And  you  have  no  relief. 

Mr.  Tenney.  No,  sir. 

The  Chairman.  Have  you  a  record  there  of  the  prices  you  paid 
for  spot  coal  during  that  period  ? 

Mr.  Tenney.  I  have  some  records  here  which  I  think  perhaps  will 
give  you  what  you  want.  For  instance,  one  electric  company  paid 
as  high  as  $21.1*8  a  ton  for  steam  coal. 

The  Chairman.  At  the  mine  ? 

Mr.  Tenney.  No,  sir;  that  is  a  delivered  price. 

The  Chairman.  What  would  that  make  it  at  the  mine,  about? 

Mr.  Tenney.  I  should  think  that  would  make  the  price  at  the 
mine  approximately  $14  or  $15. 

The  Chairman.  So  that  would  be  about  $10  or  $11  more  than  the 
^•ontract  price? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  $11,  or  $12,  rather? 

Mr.  Tenney.  Yes. 

The  Chairman.  Above  the  contract  price  ? 

Mr.  Tenney.  Yes.  A  street  railway  paid  as  high  as  $16.70  a  ton. 
One  steam  railroad  paid  as  high  as  $18.75,  and  one  gas  company  as 
high  as  $17.  Those  are  all  per  net  ton,  delivered.  Now,  the  effects,  of 
course,  of  these  increased  costs  are  really  startling.  There  was  one 
thinsT  that  I  wanted  to  bring  out — the  department  of  public  utilities 
in  ^la^^sachusetts  has  met  this  question  of  increased  costs  in  a  big  way, 
an<i  they  have  allowed,  upon  proper  showing,  the  gas  companies  to 
4i«lvance  their  prices.  I  say  "  tne  gas  companies,"  because  most  of  the 
iniTeases  have  l>een  on  gas  rather  than  on  electricity  up  to  the  pres- 
ent time.  A  clipping  from  the  Boston  Herald,  under  date  of  July  11, 
r.ni'J.  of  which  I  have  a  copy  here,  gives  a  list  of  39  companies,  to 
i«  hich  I  have  added  a  fortieth  company,  which  shows  the  increases 
allowed  over  the  previous  prices;  and  for  18,000,000,000  feet  of  gas 
sold  by  these  companies  for  the  year  ending  June  30, 1919 — and  those 
tn?  the  latest  figures  available — these  increased  prices  mean  a  total 
of  five  million  seven  hundred  and  odd  thousand  dollars — the  in- 
Tfu'^l  cost  to  the  consumers,  for  coal  and  oil — the  principal  propor- 
tion of  this  being  coal. 

The  Chairman.  $5,700,000  to  the  public  utilities? 
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Mr.  Tenney.  To  the  consumers  of  gas  in  Massachusetts. 

The  Chairman.  That  is  for  gas  alone? 

Mr.  Tenney.  Yes,  sir ;  gas  alone. 

The  Chairman.  Mr.  Tenney,  did  I  ask  you  a  moment  ago  if  you 
could  give  me  the  names  of  the  concerns  from  whom  your  companies 
buv  coal  ? 

Mr.  Tenney.  I  shall  be  very  glad  to  do  so ;  yes. 

The  Chairman.  Is  it  possible  for  you  to  give  us  the  names  of  the 
companies  from  whom  you  bought  spot  coal  ? 

Mr.  Tenney.  I  should  think  so. 

The  Chairman.  I  wish  you  would.  I  ask  these  two  questions  of 
you  because  the  committee  has  been  informed  that  under  some  cir- 
cumstances where  two  industries  or  two  public  utilities  are  operating 
in  a  given  city,  a  public  utility,  A  buj'^s  coal  under  contract  from  X^ 
while  B,  a  public  utility,  bu^s  coal  under  contract  from  W,  then  \ 
finds  himself  unable  to  furnish  A  all  that  the  contract  calls  for,  and 
W  also  finds  himself  unable  to  furnish  contract  coal  to  B ;  but  A  can 
go  out  and  get  some  spot  coal  from  W,  as  B  can  get  it  from  X.  Now, 
have  you  seen  any  evidences  of  anything  of  that  character  here  in 
this  coal  situation  ? 

Mr.  Tenney.  Speaking  from  my  own  experience,  Senator,  and  for 
my  own  companies,  I  do  not  think  we  have  had  a  single  case  where 
we  have  bought  spot  coal  at  spot  prices  from  the  people  with  whom 
we  had  made  contracts. 

The  Chairman.  No  ;  but  with  whom  some  other  people  had  made 
contracts  ? 

Mr.  Tenney.  Well,  I  have  heard  a  good  deal  about  such  things  as 
that. 

The  Chairman.  I  would  be  very  glad  to  get  some  definite  infor- 
mation on  that.  I  would  like  very  much  to  Know  if  any  industries 
in  New  England,  whether  public  utilities  or  otherwise,  are  buying 
coal  from  anybody  who  has  contracts  with  anybody  else  up  here,  at 
a  spot  price. 

Mr.  Tenney.  I  can  speak  for  my  own  companies  only  in  such  in- 
formation as  I  can  give  you.  I  should  feel  obliged  and  obligated 
to  the  other  companies  who  have  submitted  information  to  me  to  get 
their  consent  before  I  should  go  beyond  my  own  companies  that  I 
represent. 

The  Chairman.  Thank  jou.  The  committee  will  be  very  glad  if 
you  will  get  that  information  from  the  others,  if  they  will  give  it. 

Mr.  Tenney.  Yes;  I  will  endeavor  to  get  it. 

The  Chairman.  The  committee  would  not  care  to  be  put  to  the 
inconvenience  of  subpoenaing  your  associates  to  come  here  and  put 
them  under  oath,  or  to  examine  their  books. 

Mr.  Tenney.  I  shall  be  very  glad  to  endeavor  to  get  that  informa- 
tion for  you.  Senator. 

The  Chairman.  The  committee  has  given  this  subject  some  consid- 
eration in  New  York  and  in  Baltimore,  and  we  are  rather  impressed 
with  the  notion  that  some  coal  operators  have  taken  advantage  of 
this  difficult  situation  to  profit  unduly  at  the  eimense  of  the  con- 
sumers, and  we  would  like  to  get  at  that  thins  dennitely — ^that  some 
men  having  contracts  here  in  New  England  nave  failed  to  live  up 
to  their  contracts,  but  have  sold  at  higher  prices  coal  to  others  in 
New  England. 
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Mr.  Tenney.  I  would  like  to  add  this,  right  at  the  present  time, 
that  I  have  been  surprised  to  see  how  much  spot  coal  I  could  get 
when  I  could  not  get  coal  on  my  contracts. 

The  Chairman.  The  complaint  is  broadcast  that  the  railroads 
have  failed  in  this  emergency,  but  it  seems  that  one  can  not  get 
through  the  coal  they  have  contracted  for,  but  can  get  coal  when 
they  need  it  by  paying  for  it  what  is  asked  ? 

Mr.  Tenney.  I  should  not  say  that  the  New  England  railroads 
have  failed  to  furnish  transportation,  because  I  have  gotten  plenty 
of  coal  at  spot  prices,  but  not  at  contract  rates. 

The  Chairman.  It  may  become  necessary  to  legislate  on  this  sub- 
ject next  winter  in  order  to  prevent  a  repetition  oi  this  condition. 

Mr.  Tenney.  Yes. 

The  Chairman.  And  the  committee  want  all  tlie  information  it  can 
obtain  on  the  subject. 

Mr.  Tenney.  J?hall  I  proceed,  Senator? 

The  Chairman.  Yes. 

Mr.  Tenney.  I  have  reached  about  the  end  of  my  story.  I  have 
tried  to  point  out  that  there  was  a  shortage  here  of  fuel  for  the 
public  utilities;  that  it  was  not  due  to  the  failure  on  the  part  of  the 
public  utilies  to  make  contracts — many  of  them  could  not  make 
contracts,  I  spent  a  great  deal  of  time  personally  trying  to  make 
contracts,  and  1  was  onlv  able  to  make  them  with  one  or  two  people 
who  had  supplied  us  before ;  so  I  know  the  difficulties  of  some  of  the 
other  companies  in  getting  contracts.  The  coal  did  not  come,  and 
the  situation  was  met  bv  buying  spot  coal ;  but  now,  since  the  order 
Xo.  9,  so-called,  of  the  Interstate  Commerce  Commission,  permitting 
assigning  cars  lor  public  utilities  and  public  institutions  has  been  in 
effect,  we  are  getting,  speaking  for  myself,  and,  I  think,  for  most  of 
the  companies  in  Massachusetts,  a  very  good  car  shipment  on  order 
Xo.  9.  This  ofder,  however,  expires,  1  understand,  on  the  18th  day 
of  September.  It  provides  only  for  current  needs;  it  does  not  per- 
mit any  storage,  rfow,  one  of  the  things  that  the  public  utilities 
Would  like  is  a  continuation  of  order  No.  9  and  an  expansion  of  it. 
enabling  it  to  store  up  against  the  time  when  the  slowing  up  or 
transportation,  which  will  come  in  the  next  two  or  three  months. 
Anotncr  point  that  we  would  like  to  see  receive  some  attention  is  the 
<|uestion  of  these  foreign  shipments,  which  bring  us  in  direct  com- 
jH'tition  with  Europe,  and  make  us  here  pay  very  high  prices  for 
f^tal — prices  that  compare  favorably  with  rates  which  will  take 
'-rial  abroad. 

The  Chairman.  Mr.  Tenney,  you  are  disposed  to  feel  that  if  the 
♦•xports  were  reduced,  say,  to  half  what  they  are  to-day,  or  should  go 
^.irk  to  what  they  were  before  this  year,  that  that  would  materially 
affect  the  users  of  coal  in  New  England  to  their  advantage  ? 

Mr.  Tenney.  Yes,  sir;  I  should  say  so — if  they  were  not  allowed 
Vt  sell  coal  abroad  until  the  requirements  of  home  were  taken  care 
"f — some  reasonable  requirement  of  that  kind.  And,  further,  that 
t"*i*»  ouestion  of  price  is  one  which  must  be  met  some  time;  and  we 
«houId  not  be  obliged  to  pay  more  for  coal  at  the  mines  than  perhaps 
!-  paid  for  coal  at  the  mines  in  other  parts  of  the  countrv,  having 
in  mind  at  the  present  time  the  shipments  of  coal  to  the  iforthwest 
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and  the  prices  paid  for  same  and  also  the  prices  paid  under  contracts 
last  May  for  coal. 

Now,  attached  to  this  memorandum  which  I  shall  leave  with  you 
are  two  letters,  one  from  Mr.  Campbell,  who  is  associated  withme 
in  the  Maiden  &  Melrose  Gas  Light  Co.,  describing  his  efforts  to  get 
some  coal  recently  and  how  difficult  it  was  to  get  any  definite  offer. 
All  that  he  was  able  to  get  was  about  1,000  tons  at  $10.75  at  the 
mines.  Then  there  is  a  letter  from  Mr.  Mahler,  of  the  Boston  Ele- 
vated, who  will  speak  later — ^the  purchasing  agent — and  who  will 
give  you  in  detail  his  experiences;  and  then  several  typical  letters 
that  I  selected  from  answers  to  inquiries  sent  out  by  the  department 
of  public  utilities  under  date  of  July  6  to  all  the  public  utilities  in 
Massachusetts  under  their  jurisdiction,  asking  questions  as  to  the 

8 rice  of  coal  for  the  months  of  April  and  May,  1919,  and  April  and 
[ay,  1920,  and  so  on,  for  Jime  and  July,  and  the  statement  as  to  the 
effect  upon  the  operating  cost.  I  think,  sir,  that  concludes  everj'- 
thing  that  I  have  to  say. 

The  Chairman.  Mr.  Tenney,  can  you  tell  the  conmiittee  the  prices 
paid  by  your  concern  or  those  that  you  represent? 

Mr.  ^NNEY.  Yes,  sir. 

The  Chairman.  The  contract  prices  for  coal  for  the  years  from 
1914  to  1920? 

Mr.  Tenney.  Yes,  sir.  I  can  not  give  you  that  offhand,  but  I  will 
get  it  and  submit  it  to  you. 

The  Chairman.  Very  well.  If  you  will  address  me  at  No.  29  West 
Thirty-ninth  Street,  New  York. 

Mr.  Tenney.  Yes. 

The  Chairman.  The  names  of  the  coal  contractors  from  whom  you 
purchased  coal  and  all  the  other  gentlemen  whom  you  represent  and 
with  the  names  of  the  people  from  whom  they  purchased  spot  ooal 
and  the  prices  they  paia  for  spot  coal  ? 

Mr.  Tenney.  The  spot  coal — do  you  want  the  same  information 
from  1914  to  1920  from  all  these  others? 

The  Chairman.  No. 

Mr.  Tenney.  But  the  spot  coal  you  want  from  the  others? 

The  Chairman.  Yes.  I  want  the  contract  price  and  the  spot 
price  paid  by  the  other  public-utilities  men,  with  the  names  of  the 
people  with  whom  they  had  contracts  and  those  from  whom  they 
obtained  spot  coal.  If  any  of  them  object  to  giving  that  informa- 
tion, please  say  so  in  your  letter  and  we  will  ask  them  to  give  it  to  ns 
directly. 

Mr.  Tenney.  Might  I  have  a  copy  of  those  requests  of  youis,  so 
that  I  may  follow  your  instructions  carefully  ? 

The  Chairman.  Yes;  we  will  write  you. 

Mr.  Miller.  Mr.  Tenney,  if  order  No.  9  were  extended  in  time 
and  in  scope,  so  that  you  could  make  storage  coal,  you  would  liave 
no  use  for  order  No.  7,  would  j'ou  ? 

Mr.  Tenney.  I  do  not  see  how  order  No.  7 — ^that  relates  to  open- 
top  cars  ? 

Mr.  Miller.  Yes. 

Mr.  Tenney.  I  do  not  just  see  how  that  has  any  effect  on  order 
No.  9. 
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Mr.  Miller.  I  mean  to  say  that  order  No.  7  would  not  be  necessary ; 
it  would  be  surplusage. 

Mr.  Tenney.  So  tar  as  the  gas  and  electric  companies  are  con- 
cerned, order  No.  9  is  what  we  are  really  interested  in. 

Mr.  Miller.  Have  you  made  any  estimate  of  the  percentage  of 
spot  coal  that  you  have  bought  ? 

Mr.  Tenney.  Well,  I  bought  21,000  tons  of  gas  coal,  all  of  which 
has  been  delivered,  and  that  is — let  me  see,  that  happens  to  be  about 
14  per  cent  to  date  of  my  contract  requirements  for  the  year. 

Mr.  Miller.  You  haVe  bought  all  of  that  since  the  1st  of  May, 
have  you  ? 

Mr.  Tenney.  Yes;  practicallv. 

Mr.  Miller.  Then  that  woula  be  something  like  25  per  cent? 

Mr.  Tenney.  Taking  my  monthly  quota  under  my  contracts,  I 
should  receive  about  13,000  tons  a  month,  and  I  bought  21,000.  Now, 
13.(KM)  tons  a  month — say,  three  months,  just  roughly — would  be 
vi9,()<)0  tons.  I  should  think  it  would  be  nearer  two  months,  or  26,000, 
.ind  I  have  had  to  buy  21,000  spot  coal. 

Mr.  Miller,  Eighty  per  cent  of  your  requirements? 

Mr.  Tenxey.  Yes. 

Mr.  Mju.KR.  In  spot  coal  ? 

Mr.  Tenney.  Yes.  It  all  depends  upon  the  number  of  months  you 
take  in  vour  calculation. 

The  Chairman.  Is  your  contract  coal  coming  all  rail  ?         . 

Mr.  Tenney.  Some  all  rail  and  some  by  water.  Most  of  this  con- 
tract happens  to  be  an  all-rail  proposition. 

The  Chairman.  The  rail  ana  water  coal  is  a  more  expensive  propo- 
sition than  the  all  rail  ? 

Mr.  Tenney.  Yes. 

The  Chairman.  How  much  more? 

Mr.  Tenney,  Rouffhly,  $2  to  $8  a  ton  more. 

Tlie  Chairman.  That  is  all,  Mr.  Tenney.    Thank  you  very  much. 

Mr.  Tenney.  \ot  at  all.  Senator. 

(Statement  prepared  by  committee  representing  gas  and  electric 
<x>mpanies  in  Massachusetts,  together  with  other  data  relating  to 
fuel  supply  for  gas,  electric,  water,  and  transportation  companies 
in  Xew  England  relating  to  their  fuel  supply.  Committee:  H.  H. 
Morrison,  general  manager,  Lynn  Gas  &  Electric  Co.,  Lynn,  Mass. ; 
M.  L.  Sperry,  vice  president.  Fall  River  Gas  Works,  and  other 
companies:  A.  B.  Tenney,  president.  Maiden  &  Melrose  Gas  Light 
Co..  and  other  companies :) 

Boston.  AuguH  30,  1920, 
Tn  Sf^fitnr  Caldeb, 

Chairman  Committee  on  Reconstruction  and  Production. 

Ni»  tme  will  dc»ny  that  an  uninterrupted  public-utility  service  la  absolutely 
♦-^M'ntlal  to  human  convenience. 

«*Mt)rinoou»  service  (be  It  fnxa  for  hentlnjr,  cooklnp:,  anil  lljrhtlnjr;  be  It  elec- 
T  •I'y  for  lighting,  heating,  and  power;  be  it  water  for  drinking  or  steam;  be 
If  railroads  fur  transportation)  de|HMids  upon  an  adequate  and  uiiintorruptt*d 
'•-M»ly  *»f  fuel — meaning  by  fuel,  coal  and  oil. 

Ijtrly  Ita  April  the  gas  and  elei»trlc  companies  in  Massachusetts,  foresoelng  a 
•*r.»»uj»  situation  hei-ause  of  fuel  shortjiKe,  nn»t  with  the  Mjissi\chus(»tfs  de- 
:-rtixii»nt  of  public  utilities  In  Bcfston  to  luqujiint  the  d<*i»'"rtin**Tit  with  the 
•itoAtUin.     Acting  upon   their  lujrgestlon,   these  gas  and  electric  companies 
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appointed  a  committee  of  three  (H.  H.  Morrison,  of  Lynn  Gas  &  Electric  Co.; 
M.  L.  Sperry,  of  Stone  &  Webster ;  and  A.  B.  Tenney,  of  the  Maiden  &  Melrofle 
Gas  Light  Go.)  to  gather  Information  relating  to  the  then  existing  sitaation. 

Subsequently,  the  committee  met  with  the  department  and  the  presidents  of 
the  Boston  &  Maine,  New  York,  New  Haven  &  Hartford,  and  Boston  &  Albany 
roads,  and  steps  were  taken  to  relieve  the  immediate  emergency. 

Later  on,  at  the  request  of  Mr.  J.  J.  Stprrow,  the  writer  sent  a  question^ 
naire  to  over  800  gas,  electric,  street  railway,  and  water  conipanies,  under 
the  Jurisdiction  of  the  public  utilities  commissions  of  the  six  New  Bhgtand 
States,  a-  copy  of  which  is  attached  hereto. 

Of  423  replies  received  to  July  14,  195  utilities  used  coal. 

A  compilation  of  these  reports  showed  the  following  situation,  as  of  June 
26,  1920 ;  . 


OAS  COAL. 

Bituminous  gas  coal  on  hand . 
Dally  consumption , 


Davs'  supply. 

In  transi  I 

Days'  supply  in  transit. 


Days.  I  Tans. 


25,7 
*7'5* 


113,912 
4,422 


31,803 


STEAM  COAL. 

Bituminous  steam  coal  on  hand . 
Daily  consumption 


Davs' supply 

In  transit 

Days'  supply  in  transit. 


Days. 


25 


7.0 


Tons. 


243,  SS2 
9,733 

74,873 


To  determine  what  would  be  a  fair  coal  supply  which  gas  and  electric  com- 
panies should  have,  19  typical  gas  companies  in  Massachusetts  reported  to  the 
department  of  public  utilities  for  June  90,  1919,  1294276  tons  of  bituminous 
gas  coal  on  hand,  or  four  times  the  amount  in  1920. 

Eleveit  representative  electric  companies  reported  on  June  30,  1919,  110,814 
tons  of  bituminous  steam  coal  on  hand  or  3.4  times  the  amount  in  1920. 

Applying  these  percentages  to  New  England,  there  should  have  been  on  band : 

Tons. 

Bituminous  gas  coal 475,100 

Bituminous  steam  coal 836,900 

On  this  date — June  26,  1920— the  fuel  situation  in  New  England  was  des- 
perate: 46  utilities,  exclusive  of  steam  roads,  had  less  than  10  days'  supply; 
76  utilities  exclusive  of  steam  roads,  had  less  than  20  days'  supply;  100  utili- 
ties, exclnsive  of  steam  roads,  had  less  than  30  days'  supply ;  118  utilities,  ex- 
clusive of  steam  roads,  had  less  than  40  days'  supply ;  137  utilities,  exclusive  of 
steam  roads,  had  less  than  50  days'  supply;  152  utilities,  exclusive  of  steam 
roads,  had  less  than  60  days*  supply ;  159  utilities,  exclusive  of  steam  roads,  had 
less  than  70  days'  supply ;  166  utilities,  exclusive  of  steam  roads,  had  less  than 
80  days'  supply ;  169  utilities,  exclusive  of  steam  roads,  had  less  than  90  days* 
supply;  and  171  utilities,  exclusive  of  steam  roads,  had  less  than  100  days' 
supply. 

The  average  for  all  of  the  195  companies  reporting  was  but  25  days. 

When  one  recalls  that  it  takes  an  average  of  nearly  35  days  to  get  coal  from 
the  mines  to  New  England,  the  situation  was  appalling. 

That  this  condition  was  not  due  to  failure  to  make  contracts  is  shown  by  the 
following : 

Of  30  gas  companies  having  less  than  50  days'  supply,  25  reported  having 
made  contracts,  2  had  tentative  agreements,  and  3  had  none. 

Of  66  electric  companies  having  less  than  50  days'  supply,  32  had  contracts, 
22  reported  "  no,"  12  did  not  report. 

Of  25  traction  conipanies  having  less  than  50  days'  supply,  14  reported  "  yes," 
and  the  balance  did  not  report. 

Of  12  water  companies  having  less  than  50  days*  supply,  4  reported  "yes," 
1  verbal,  and  6  "  no." 

Most  of  the  companies  which  reported  "  no "  were  undoubtedly  unable  to 
make  contnict.^.  as  we  know  the  difficulty  of  so  doing. 

Tills  serious  condition  was  not  due  to  failure  on  the  part  of  the  utility  com- 
panies to  make  contracts,  but  was  due  to  the  inability  of  the  shippers  to  deliver 
the  coal,  causing  a  great  shortage. 


6  "  no," 
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For  Instance,  four  companies  having  contracts  for  126,000  toiis  of  gas  reported 
deliyttT"  of  but  47  per  cent,  while  on  another  contract  for  20.000  tons  they 
received  but  37  per  cent. 

While  it  is  true  that  the  rail  movements  were  affected  by  the  outlaw  strike, 
the  principal  reason  for  the  serious  condition  was  reported  by  the  operators  as 
due  to  car  shortage. 

On  July  1,  1020,  the  Massachusetts  Department  of  Public  Utilities  addressed 
fl  questionnaire  to  all  companies  under  its  Jurisdiction  regarding  the  cost  of 
coal  and  its  effect  upon  operating  expenses.  The  replies  to  these  questions 
showed  that: 

One  electric  company  paid  as  high  as  $21.18  a  ton  for  steam  coal ;  one  street 
railway  paid  ns  high  as  $16.70  a  ton  for  steam  coal;  one  steam  railway  paid 
as  high  as  $18.75  a  ton  for  steam  coal ;  one  gas  company  paid  as  high  as  $17 
a  ton  for  gas  coal. 

In  reply  to  the  question,  "  What  is  the  effect  of  the  increase  in  cost  of  coal 
upon  your  operating  statement?*'  one  electric  company  reported  that:  "The 
increase  In  cost  of  coal  alone  for  the  year  ending  June  30,  1920,  was  to  add 
$1,415,048." 

One  street  railway  reported :  **  Our  operating  expenses  for  the  month  of  May, 
1020,  incrt'used  approximately  $55,600  a.s  compared  with  the  month  of  May, 
191.0." 

F«)r  12  months  this  would  mean  $667,200. 

One  gas  company  reporte<l :  "The  Incrense*!  cost  between  July,  1919,  and 
Jnly,  1920,  Is  $10.20  per  to?i."  This  particular  company  carbonized  for  the 
year  ending  June  30, 1919.  69.943  tons,  so  that  if  this  condition  continued  during 
the  present  fiscal  year  the  Increased  cost  would  have  been  $713,419. 

One  steam  railroad  reported:  "The  total  cost  of  fuel  (cost  on  tender)  c:on 
'Jiimed  In  May.  1919,  wns  ^313,964.76,  us  agnln.st  .$018,469.40  in  1920,  an  \ncroaso 
of  approximately  97  per  cent.** 

At  this  rate  for  12  months  the  Increase  would  mean  $3,767,568. 

.\ll  gas  companies  in  Massachusetts  consumeil  for  the  year  ending  June 
90,  1919 : 

Net  tons. 

Bituminous  giis  coal 517.000 

Bituminous  steam  coal 46,750 

Anfbracite  coal 68, 515 

Total 632. 265 

.\ll  electric  companies  in  Massachusetts  consume<l  during  the  same  i)erIod 
fu9M7  net  tons. 

The  total  consumption  of  these  two  classes  was  1.511,812  net  tons. 

Au  Increase  of  $1  per  net  ton  means  $1,511,812  per  annum. 

The  following  extract  from  the  Boston  Herald  of  recent  date  (July  11.  1920) 
«Iki\\k  how  the  gas  rates  of  Massachusetts  have  been  advanced  to  meet  the  in- 
crf»aM»d  cost  of  fuel : 

'.\«»   »\7r    IMX)ST    IN    CHARI.ESTOWN — 30    CENTS    A    THOX^SAND    ADOrD— IX)NO    LIST    OF 

INCRFL\SES. 

T7je  department  of  public  utilities  yesterday  authorlze<l  tho  Charlestown 
'••!'«  &  Klectric  Co.  to  increase  the  price  of  its  gas  to  $1.3.5  from  $1.05.  The 
•>u»rmf.y  iM'tltioned  for  permission  to  charge  $1.40. 

Ttip  do|iartment  makep  the  following  statement: 

*•  Hy  TvitAftn  of  transportation  difficulties  the  management  ant!cipat»s  that  It 
•'1  1  not  reoelve  more  than  60  per  cent  of  th?  coal  for  which  It  has  contnu*tod. 
•  ••J  tH«l  purchased  In  the  open  market  will  result  in  an  increase  of  .Sl.no 
>T  tfin   over   the  price  at   which   the  contract   coal   was   ordered.     Also   the 

•  h'ty  of  the  coal  so  far  received  shows  a  lower  yield  in  gas.  The  company 
'..ikp^  coal  gsis  only,  a^id  an  Increase  of  $1  In  the  cost  of  gns  coal  means  an 
I  T-Hf^  of  10  cents  In  the  cost  of  making  gas.  save  .so  far  as  modified  by  the 
'"7va>MM  value  of  residuals,  e.sj)ecially  coke. ' 

Ftm  will  be  the  gas  companies  of  Massachusetts  not  autlioriztHl  this  year 
* '  mtee  prices,  even  though  such  Increases  come  on  top  of  advances  grante<l 
'»t**jfn  a  twelvemonth. 
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In  Newburyport  gas  will  cost  $3,  uiihough  coal  can  be  landed  in  that  port 
at  the  mouth  of  the  Merriniac  cheaper  by  far  than  all-rail  coal.  A  table  of 
Increases  of  the  price  of  gas  In  vniMous  coniinunitles  presents  the  following 
changes : 


Gorapflny  or  city. 


-^rUn^n 

Northampton 

Salem 

Mtflboro  Hudson... . 

Lowell 

Worcester 

Old  Colony 

Taimum.j 

Brockton 

Amherst 

Malion  &  Melrose . . . 
Worcester  (ac^ain). . . 

Wakefield... 

Suburban 

Lowell  (afi'aln) 

Qulncy 

Boston  Consolidated. 

Plymouth 

Attleboro 

Brockton  (a^n) 


Increased 
from— 


$1.25 
1.25 
1.40 
1.25 
1.20 
L15 
1.90 
1.30 
1.45 
1.90 
L20 
1.30 
1.60 
1.20 
1.30 


Company  or  city. 


Be^'erly 

Webster  &  Southbridge 

Easthampton 

Worcester  County 

WllUimstown 

Spencer 

1  e^lni^n 

Clinton 

■Mams 

Pittsfleld 

I^enox  &  Lee 

Nantucket 

Cambri  lfi;e 

North  -*  ttleboro 

Lynn 

Newburyport , 

Springfield 

South  Hadley 

East  I^ongmeadow 


Tncrwn<*d 
from— 


SL40 
1.40 
L90 
2.60 
1.25 
2.50 
l.fiS 
l.SO 
1.25 
1.40 
1.60 
2.30 
1.10 
1.35 
1.15 
1.80 
1.15 
1.25 
1.30 


To- 


ll. 70 
1  65 
2.50 
S.O0 
1.65 

im 

2.00 
1.90 
1.65 
l.« 
2.00 
2.70 
1,60 
1.65 
1.25 
2.73 
1.45 
t.55 
1.60 


Since  the  above  article  was  printed  the  Boston  Consolidated  Gas  Co.  has  in- 
creased its  rate  from  $1.10  to  $1.35  per  1,000  cubic  feet  and  the  Fitchburg  Gns  & 
Electric  Light  Co.  has  increased  its  rates  from  $1.30  per  1,000  cubic  feet  to  $1.70, 

Total  sales  of  these  companies  for  the  year  ending  June  30,  1919,  was  18,876,- 
87G,000  cubic  feet  and  the  increases  mean  an  added  burden  of  $5,706,698. 

To-day  the  situation  has  been  somewhat  improved  by  the  issuance,  by  the 
Interstate  Commerce  Commission,  of  orders  Nos.  8,  9,  and  11,  granting  priority 
of  car  assignment  to  steam  railroads,  public  utilities,  public  institutions,  and 
tidewater  shipments. 

Order  No.  9  affects  the  public  utilities  and  was  originally  issued  for  30  days : 
fortunately  it  was  extended  a  second  30  days. 

Public  utilities  in  New  England  are  in  direct  competition  to-day  with  Europe. 
During  June  alone  nearly  2,000,000  tons  of  coal  were  reported  by  the  Unite<l 
States  Geological  Survey  as  having  been  exported;  this  is  approximately  the 
total  coal  consumed  by  all  electric  light  and  power  companies  in  the  United 
States. 

In  addition  to  the  coal  supply,  all  gas  companies  in  New  England  are  vitnliy 
affected  by  the  cost  and  quantity  of  gas  coal,  the  price  of  which,  due  to  foreign 
competition  and  increased  use  by  vessels,  both  Government  owned  and  operated, 
and  the  automobiles,  has  increased  from  a  nominal  prewar  price  of  approxi- 
mately 3  cents  to  nearly  15  cents  per  gallon. 

Massachusetts  alone,  for  the  year  ending  June  30,  1919,  used  over  36,0tX),000 
gallons. 

What  the  utilities  of  Massachusetts  want,  and  New  England  as  well,  is: 

First.  A  continuation  of  the  Interstate  Commerce  Commission  Order  Nt).  9 
until  matters  are  again  normal. 

Second.  An  enlargement  of  Order  No.  9  from  a  restriction  of  **  current  use 
only,*'  so  that  the  companies  may  accumulate  a  storage  to  insure  an  uninter- 
rupted service  during  the  coming  winter. 

Third.  An  embargo  on  foreign  shipments,  partial  at  least,  until  we  at  home 
have  our  requirements  satisfied,  in  order  that  we  may  be  free  from  disturbances 
that  will  surely  follow  our  present  policy  In  case  of  shortage  at  home. 

Fourth.  Regulation  of  prices  .so  that  we  will  not  have  to  pay  more  for  coal  at 
the  mines  than  other  portions  of  the  country. 

Attached  hereto  are  copies  of  letters  in  reply  to  the  question  of  the  Massa- 
chusetts Department  of  Public  Utilities,  and  two  letters  showing  how  nearly 
impossible  it  Is  to  purchase  any  quantity  of  coal  to-day  for  tidewater  shipment 
to  New  England,  except  at  prices  so  exorbitant  that  to  pay  them  means  financial 
ruin  or  a  cessation  of  public  service. 
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[Memorandum  for  Mr.  A.  B.  Tenney.] 
Mr  A   B  Ten^ey  •  ^"^^"^^^  ^^'  ^^^' 

Yesterday  I  endeavored  to  buy  a  cargo  of  southern  coal  for  the  loading  of  barge 
Chisholm,  and  talked  the  matter  over  with  the  Pocahontas  Fuel  CJo.,  WllUam 
(\  Atwater  &  CJo..  Knickerbocker  Coal  Co.,  New  River  Fuel  Co.,  Dickerman  & 
English.  Gibson  &  Wright  Co.,  and  Seleeman  &  Kemball. 

S(»rae  of  the  business  firms  above  mentioned  talked  with  other  shippers  and 
endeavored  to  secure  a  cargo  for  us.  Practically  no  coal  was  definitely  offered 
exc»'pt  1.000  tons  of  Somerset  County  coal  at  Curtis  Bay  by  the  Gibson  &  Wright 
To.  The  price  on  this  was  $10  per  ton  at  the  mines.  Seleeman  &  Kemball  could 
arrange  with  some  delay  a  cargo  of  high  volatile  coal  at  $10.75  per  ton  at  the 
mines.  The  above  people  agreed  that  to  secure  any  coal  at  this  time  was  most 
difficult. 

I  also  endeavored  to  secure  a  cargo  at  Philadelphia  and  New  York  shipping 
iNiints,  but  could  find  nothing  available  at  any  price. 

Jere  Cakpbell. 

Of>'ice8  of  Boabd  of  Trustees  Boston  Elevated  Railway  Co., 

Boston,  August  17, 1920. 
Mr.  A.  B.  Ten  wet, 

Boston,  Mass, 

I>EAB  Mr.  Ten.net:  Confirming  telephone  conversation  of  the  16th  instant,  we 
:ire  having  considerable  difficulty  in  securing  cargo  of  coal  for  steamship 
Ererett,  capacity  7.300  tons,  which  steamer  reported  for  loading  at  Hampton 
Koads  August  3.  . 

We  inquired  of  the  fonouing  parties  for  price  to  furnish  all  or  any  part  of 
cargo:  New  River  Coal  Co.,  Eastern  Coal  &  Export  Co.,  Fort  Dearborn  Coal  & 
Export  Co.,  Coale  &  Co.,  Virginia  Smokeless  Coal  Co.,  Davis  Coal  &  Coke  Co., 
Gulf  Smokeless  Coal  Co.,  West  Virginia  Coal  Co.,  W.  E.  Deegans  Coal  Co., 
Lake  &  Export  Coal  Corporation,  Raleigh  Smokeless  Fuel  Co.,  Interstate  Coal 
&  iHJck  Corporation,  Consolidated  Coal  Co.,  and  Weston-Dodson  Co.  Also  job- 
bers and  parties  in  Boston  representing  coal  companies. 

The  only  offers  we  have  from  above  Inquiries  Is  the  Raleigh  Smokeless  Fuel 
Co..  who  offer  cargo  at  $20.75  to  $21.50  per  gross  ton  f.  o.  b.  Hampton  Roads, 
'md  1,500  tons  by  the  Woston-Dodson  Co.,  at  $12  gross  ton  f.  o.  b.  Hampton 
Roads.    The  Weston-Dodson  offer  we  accepted. 

We  purchased  from  George  E.  Warren  Co.  to  be  loaded  at  Lilly  No.  2  mine, 
Ully,  Pa.^  7  cars  per  day,  and  from  Hughes  No.  2  mine,  South  Forks,  Pa., 
3  cam  per  day  for  transshipment  at  South  Amboy  piers.  Annroval  was  re- 
'■vlved  for  this  amount  per  day  or  60  cars  per  week,  but  I  am  in  receipt  of 
ndvlce  this  a.  m.  from  George  E.  Warren  Co.,  stating  that  they  are  Just  in 
r»»celpt  of  notice  from  the  shipper  that  the  number  of  cars  has  been  reduced 
»o  30  cars  per  week  for  transshipment  from  South  Amboy. 

Our  plants  are  laid  out  principally  to  receive  coal  by  water,  and  we  estimate 
'>nT  consumption  as  318,000  net  tons  per  annum.  We  have  chartered  steamship 
Krtrett — approximately  7,300  tons  capacity — to  transport  our  requirements,  as 
'•ur  faciUtie«  for  handling  coal  via  rail  are  very  limited  and  expensive.  We 
'i'^charge  steamship  Everett  in  24  hours,  and  when  the  steamer  is  loaded 
P^nmptly  we  are  in  position  to  make  one  round  trip  per  week,  and  this  steamer 
>»ill  transport  our  requirements  for  one  year. 

Ynu  Will  note  this  steamer  has  now  been  detained  at  Hampton  Roads  14  days 
■waiting  cargo,  and  during  that  interval  had  we  been  able  to  secure  con  I  at  a 
i^aAoaable  price  we  would  have  transported  approximately  15,000  tons  of  coal. 

A«  nilNi^Hi  you  above,  the  only,  otter  we  have  n'cHved  to  loud  this  vessel  Is 
*J»T5  to  $21.50  per  gross  ton.  which  price  we  consi'ler  proiiihitive. 

Kr«mi  August  I  to  dat<'  we  have  received  but  48  tons  of  coal,  therefore  it  has 
•••n  HfN-i'vi.ary  to  use  our  reserve  supply  for  orr  current  re<|iiirenients,  and  un- 
•*■»  w<*  «*an  MH-ure  shipments  by  water  from  Hampton  Roads.  Haltinjore,  or 
l!    ad«>iphfa  our  situation  will  he  very  serious  in  a  very  short  time. 

*'ridfr  date  of  July  SO  we  for\%'anle(l  nnjuests  to  40  operators  and  joblM»rs  for 
l'»'t>*;sal  cfivering  our  requirements  from  August  1  to  April  1 — approximately 
JL'  »MW  grr»s0  tons.  The  only  reply  we  re<'elved  was  from  a  jobber  whom  I 
'i'iiVnitancl  represented  expf>rters  and  the  offer  was  for  a  period  of  12 
I'  •nth»~550O,OOO  tons— at  $12  per  gross  ton  f.  o.  b.  Hampton  Hoad.s. 
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This  offer 'our  trustees  did  not  consider  advisable  to  accept  on  account  of 
price,  and  we  also  felt  there  would  be  some  uncertainty  of  our  receiving  the 
supply,  providing  the  exporters  were  in  a  position  to  dispose  of  the  coal  abroad 
at  a  higher  price. 

I  have  no  doubt  if  the  Attorney  General  would  state  to  the  coal  operators 
what  he  considers  a  fair  price  to  charge  for  domestic  use  we  would  receive 
offers  from  various  operators  that  would  enable  us  to  make  contracts  covering 
our  total  requirements,  and  if  this  matter  can  be  brought  to  the  attention 
of  the  Attorney  General  to  secure  prompt  announcement  as  to  what  is  a  fair 
price  the  situation  in  the  Eastern  States  would  be  very  much  improved. 

I  inclose  herewith  copies  of  telegrams  sent  to  J.  M.  Howe,  J.  D.  A.  Morrow, 
and  C.  M.  Graham  by  the  New  England  Coal  Committee  in  the  endeavor  to 
secure  cargo  of  coal  for  steamship  Everett.  The  committee  received  but  one 
response  to  their  telegrams  advising  that  1,700  tons  of  coal  were  held  at  Norfolk 
by  the  three  following  parties.  We  wired  these  parties,  but  to  date  liave  re- 
ceived no  response  to  our  inquiry. 

North  Attleboro  Gaslight  Co., 

North  Attleboro,  Mass.,  July  6,  1920. 

The  Commonwealth  of  Massachusetts, 

Department  of  Public  Utilities. 

Gentlemen:  Answering  your  inquiry  of  July  1,  1920. 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1919? 

Answer.  The  average  cost  of  coal  for  the  months  of  April  and  May,  1919,  was 
$7.61. 

2.  Question.  What  was  your  average  cost  of  coal'  for  the  months  of  April  and 
May,  respectively,  1920? 

Answer.  The  average  cost  of  coal  for  the  months  of  April  and  May,  1920,  was 
$8.62;  May,  $10.12. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  mouth  of  June, 
1919? 

Answer.  The  average  cost  of  coal  for  the  month  of  June,  1919,  was  $7.61. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1920? 

Answer.  The  average  cost  of  coal  for  the  month  of  June,  1920,  was  $11.92. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  We  were  paying  for  coal  on  or  about  July  1.  1919,  $7.61. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  We  were  paying  for  coal  on  or  about  July  1,  1920,  $15.30. 

7.  Question.  What  is  the  effect  of  the  coal  increase  in  the  cost  upon  your 
operating  expense? 

Answer.  The  effect  of  the  increase  in  the  cost  of  coal  upon  our  operating  ex- 
penses is  60  per  cent  increase. 


Very  truly,  yours, 


North  Attleboro  Gaslight  Co.. 
E.  A.  Codding,  Clerk  of  Directors. 


Virginia  Smokeless  Coal  Co. 

W.  E.  Deegans  Coal  Co. 

Interstate  Coal  &  Dock  Cori>oration. 

We  have  on  hand  at  the  present  time  approximately  21,000  net  tons  coal 
stored  as  a  reserve  at  six  different  stations.  Our  average  consumption  Is  900 
net  tons  per  day. 

Yours,  truly,  *  Edward  Mahler. 

Purchasing  Agent. 


Amesbury  &  Salisbury  Gas  Co., 

Aftiesbut^,  Mass.f  July  7,  J920. 
Mr.  Andrew  A.  Highlands, 

Secretary  Department  of  Public  Utilities,  Boston,  Mass. 

Dear  Sir  :  We  htivo  gone  over  your  questions  and  answered  them  to  the  best 
of  our  ability,  taking  in  questions  1  and  2,  the  average  of  the  months  pf  March, 
April,  and  May. 
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1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1919? 

Answer.  $7.90. 

2.  Quei^tion.  What  was  your  averape  cost  of\coal  for  the  months  of  April  and 
May,  respectively,  1920? 

Answer.  $9.00. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  $10.80. 

4.  Qu€»stion.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  $16.35. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  $10  to  $12. 

0.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Anxwer.  In  answer  to  question  6  the  present  price  of  coal  runs  from  $16  to 
SiiO  and  very  hard  to  get  at  that,  as  none  of  the  dealers  seem  to  be  willing  to 
take  orders  to  ship  coal. 

7.  Question.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
<»p<*ratlng  expenses? 

Answer.  Relative  to  the  effect  of  the  increase  in  the  cost  of  coal  upon  our 
opc'rathig  expenses,  it  is  estimated  to  be  40  per  cent  of  the  total  expenses.  We 
are  at  the  pre.seiit  time  getting  $3  to  $3.50  per  thousand  for  our  gas,  and  we 
ffhall  either  have  to  ask  a  40  per  cent  increase  or  close  down  our  plant.  Some- 
thing should  be  done  to  relieve  the  situation  in  the  price  of  coal  Immediately. 
If  you  are  able  to  help  our  small  company  in  any  way,  please  advise, 
Very  respectfully,  yours, 

Amesbubt  &  Salisbuby  Gas  Co., 
By  John  A.  McCabtht, 

Superintendent. 

Offices  of  the  Boabd  of  Tbustees, 

Boston  Eixvated  Railway  Co., 

Boston,  July  7,  1920, 
Mr.  Akdhkw  a.  Highl.vnd6, 

(Secretary  Department  of  Public  Utilities,  Boston,  Mass, 

\njiU  Sib:  Replying  to  your  questionnaire  of  July  1,  1920,  with  reference  to 
the  cost  of  coal  used  by  this  company,  I  would  report  as  follows,  the  price  I  am 
quoting  being  the  cost  alongside  the  wharf  at  Boston  : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May.  respectively,  1919? 

Ans^^-er.  April,  1919,  $5.46 ;  May.  1919,  $5.36. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1920? 

Answer.  April,  1920,  $8.48 ;  May,  1920,  $8.54. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
11119? 

Answer.  June.  1919,  $5.28. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1S20? 

Answer.  June.  1920,  $10.44. 

•X  Quention.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 

Answer.  July  1.  1919,  $5.28. 

A.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 

Afis^wer.  July  1.  1920.  $10.44. 

7.  Question.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
«*(«Tatlng  ex|)en8es? 

Ai*.«5wer.  Our  operating  expenses  for  the  month  of  May,  1920,  increased  ap- 
'•r««ximately  $55,600,  as  compared  with  the  month  of  May,  1919,  due  to  the 
•i.ffrrence  in  our  costs  for  the  two  month.s. 

I  iruKt  that  the  alwve  information  will  be  adequate  for  your  purpose. 
Tours,  very  truly, 

J.  H.  MoBAN,  Oencral  Auditor. 

Edison  Klectbic  Iij^uminatino  Co.  of  Boston, 

Boston,  July  7,  1920. 

Average  cost  of  c<ml  fier  long  ton  delivered  to  boilers: 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
ami  May,  raqpectWely,  1919? 
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Answer.  $7,400  and  $7,197. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1919? 

Answer.  $7,010.  / 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1920? 

Answer.  $11,223. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  $6,839. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Some  of  the  July,  1920,  coal  cost  as  high  as  $21.18. 

7.  Question.  What  is  the  elTect  of  the  Increase  in  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  For  the  year  ended  June  30,  1920,  the  increased  cost  an)ount(>d  to 
$1,415,048.10. 


Salem  Gaslight  C3o.. 
Satem,  Mass.,  July  P,  1920. 
Mr.  Andrew  A.  Highlands, 

Secretary  Department  of  Public  VtiUtieSj  Boston,  Mass. 

Deab  Sib:  Referring  to  the  questions  asked  on  your  circular  of  July  1,  we 
would  answer  in  this  order: 

1.  What  was  your  average  cost  of  coal  for  the  months  of  April  and  May, 
respectively,  1919? 

Answer.  $7.24. 

2.  What  was  your  average  cost  of  coal  for  the  months  of  April  and  Muy, 
respectively,  1920? 

Answer.  $9.23. 

3.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  $7.34. 

4.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  $12. 

7.  W^hat  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your  o|K»ratinc 
expense? 

Answer.  Increase  in  cost  adds  $51,000  to  operating  expense,  M'lilch  equals  18 
cents  per  thousand  sold. 
Yours,  very  truly, 

John  S.  Tudbury.  Manager. 

Beverly  Gas  &  Electric  Co., 

Beverly,  Mass.,  July  7.  t920. 
Department  Public  Utilities, 

Boston^  Mass, 

Attention  Mr.  A.  A.  Highlands. 

Gentlemen  :  Replying  to  your  letter  of  July  1,  we  are  Inclosing  schedule  shu\T' 
ing  cost  of  our  gas  coal  and  steam  coal. 

Our  estimated  consumption  this  coming  year  will  be  6.072  gross  tons  steam 
coal  and  5,313  gross  tons  gas  coal. 

Replying  to  question  No.  7,  as  to  the  effect  of  increased  cost  of  coal,  it  is 
necessary  to  make  an  estimate.  First,  taking  the  gas  coal,  we  expect  to  buy 
some  outside  coal  at  much  higher  prices  than  the  July  1  price,  because  the 
company  with  whom  we  have  contracts  state  they  are  unable  to  deliver  more 
than  00  per  cent  of  their  contract.  Using  July  1,  1920.  prices,  however,  as 
compared  with  June  1,  1919,  our  gas-coal  expense  would  increase  $12379-29. 

In  regard  to  the  steam  coal,  we  hope  we  will  not  have  to  pay  July  1  prices 
all  the  year,  but  if  we  should  the  increased  cost  of  5,313  tons  at  this  price 
over  June,  1919,  price  Is  $71,327.70. 

In  our  gas-coal  estimate  we  have  not  allowed  any  credit  from  the  increased 
price  of  coke,  because  practically  all  our  coke  is  used  in  our  water-gas  plant 
and  there  would  be  simply  an  Increased  credit  to  the  coal-gas  operating  and 
an  increased  charge  to  the  water-gas  operating,  so  that  there  would  be  no 
increase  in  net  receipts  from  coke  to  offset  the  increased  cost  of  the  coal. 

Trusting  this  will  give  you  the  information  desired,  I  am, 
Very  truly,  yours, 

C.  U.  PRICHARD.  Treasurer. 
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Be\t:blt  Qas  &  Electbic  Co., 

July  6,  1920, 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1919? 

Answer.  Gas  coal,  April,  $9.20;  May,  $8.20;  steam  coal,  April,  $10;  May, 
$8.35. 

2.  Question.  What  was  your  average  coast  of  coal  for  the  months  of  April 
and  May,  re^)ectively,  1920? 

Answer.  Gas  coal,  April,  $7.61 ;  May,  $8.47 ;  steam  coal,  April,  $12.41 ;  May, 
114.87. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1920? 

Answer.  Gas  coal,  June,  $7.00 ;  steam  coal,  June,  $8.35. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1919? 

Answer.  Gas  coal,  June,  $9.93 ;  steam  coal,  June,  $17.38. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer. 

6.  Question.  What  were  yon  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Gas  coal,  July,  $9.93 ;  steam  coal,  July,  $18.45. 

7.  Question.  What  Is  the  effect  of  the  Increase  in  the  cost  of  coal  upon  your 
operating  e3q;)ense? 

Answer.  Using  July  1,  1920,  prices,  as  compared  with  June  1,  1919,  gas-coal 
expense  would  increase  $12,379.29 ;  steam  coal  would  increase  $71,827.70. 


Braintrek  EiJiCTRic  Light  Department, 

Eaat  Braintree,  Mass.,  July  8,  1920, 

I>KI*\RTMKNT  OF  PUBLIC  UTILITIES, 

State  House,  Boston,  Moms, 

r,KNTij:MEN :  Replying  to  your  circular  letter  of  July  1,  1920,  I  would  reply 
to  your  seven  inquiries  as  follows : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
Maj.  respectively,  1919? 

Answer.  $7.(K5,  gross  ton. 

2.  Question.  What  was  your  avenipe  cost  of  coal  for  the  months  of  April  and 
M;f.v.  respectively,  1920? 

AtiMwvr.  $7.90  gross  ton.  , 

.'{.  Question.  What  was  your  average  cost  of  loal  for  the  month  of  June,  1919? 
.Vnswer.  $7.05. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  $14. 

'*.  Question.  What  were  you  paying:  for  coal  on  or  about  July  1,  1919? 
Arjswer.  $7.05. 

♦»  Que<itl(in.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  $14. 

7.  i^uestion.  What  Is  the  effect  of  the  Incn^ase  In  the  cost  of  coal  ujwn  your 
"'-'♦r.irlng  expense? 

Ui>wer.  Increase<l,  approximately,  ^S-IO  per  week. 
Yours,  truly, 

E.  B.  Lawrence,  Manager, 


Boston,  Rkvkrk  Bkach  &  Lynn  Railroad, 

Boston,  July  5,  lii20. 
K^    »r\v  A.  Hiohlandh. 

S€cretary  DejMrtmnU  of  Public  Utilities, 

*'':a:  I  hare  the  honor  to  acknowlwltre  the  nnvlpt  on  July  3  of  your  circular 

ry  of  the  Ist  Instant  n»questlng  Infornintion  of  ch)}i1  costs  and  reply  thereto 

•  '•.ilonu:  All  the**  prices  and  costs  are  on  the  wlmrf  at  the  terminal  In  East 

1  •   ••■•Tl- 

1   i/iM*»itloii.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
'..  resii»'<tively,  1919? 

\^*.«er.  C4i»t  April,  1919,  $«.22:  cost  Mhv,  UilO,  $H.10. 

li  Qoevttlon.  What  wa.s  your  average  cost  of  ooiil  Tor  the  montlis  of  .April  and 
^  I',  rpvpectlvely.  1920? 
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Answer.  Cost  April,  1920,  $12.19;  cost  May.  1920.  $8.10. 

3.  Question.  What  was  your  average  cost  of  c()al  for  the  month  of  June,  1919? 
Answer.  Cost  June,  1919,  $837. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  montli  of  June,  1920? 
Answer.  Cost,  June,  1920,  $17.50. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  Cost,  July,  1919,  $8.65. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Cost,  July,  1920,  $18.75. 

7.  Question.  What  Is  the  effect  of  the  Increase  in  the  cost  of  coal  upon  yoar 
operating  expense? 

Answer.  At  this  season  of  the  year  we  bum  daily  about  100  tons,  making 
our  fuel  cost  alone  about  $30,000  a  month  more  than  one  year  ago»  and  at 
present  prices  about  $300,000  a  year  mone  than  one  year  ago. 

Point  Shirley  Street  Railway  Co.  is  storage-battery  servioe  using  gas  for 
power. 

Respectfully,  yours, 

Mblvin  O.  Adams,  PreHdcnt. 

Cambridge  Gas  Light  Co., 
Cambridge^  Mass.,  July  S,  1920, 
Depabtment  of  Public  Utilities, 

Boston^  Mass. 

Gentlemen  :  Replying  to  your  inquiry  of  July  1  In  relation  to  information 
desired  by  James  J.  Storrow,  Esq.,  fuel  administrator,  we  beg  to  submit  the 
following : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1919? 

Answer.  Average  cost  coal  April,  1919,  $6,464;  May,  1919,  $7,055. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1920? 

Answer.  Average  cost  coal  April,  1920,  $7.769 ;  May,  $10.0746. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  Average  cost  coal  June,  1919,  $6,943. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  Average  cost  coal  June,  1920  (estimated),  $13.3342. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  Average  cost  coal  July,  1919,  $6.80. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  During  the  latter  part  of  June  and  so  far  In  July  we  have  been 

compelled  to  pay  from  $16.83  to  $17.44  for  coal  to  be  delivered  in  July,  an 
average  price  of  practically  $17  per  ton. 

7.  Question.  What  Is  the  effect  of  the  Increase  In  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  The  increased  cost  between  July,  1919,  and  July,  1920,  is  $10.20  per 
ton ;  taking  11,000  cubic  feet  as  the  yield  of  gas  per  ton  of  coal,  this,  without 
taking  into  consideration  the  receipts  from  residuals,  makes  an  Increase  in  cost 
per  thousand  of  93  cents,  or  9.3  cents  per  hundred. 
Trusting  that  the  above  Information  Is  what  you  desire,  we  remain, 
Yours,  very  truly, 

Karl  S.  Barnes,  Vice  President. 


Boston  &  Albany  Railroad, 

Boston,  Mass.,  July  6,  1920. 
Mr.  A.  A.  Highlands, 

Secretary  Department  of  Public  Utilities,  Boston,  Mass. 

Dear  Sir:  Replying  to  your. circular  letter  of  the  1st  instant  relative  to  fnel 
costs  for  various  periods,  the  following  is  the  situation  as  far  as  the  Boston  & 
Albany  Railroad  is  concerned. 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1919? 

Answer.  Average  cost  of  coal  (net  ton)  for  April  and  May,  1919,  based  on 
fuel  consumed,  April,  $5.671 ;  MaFi  $5,699. 
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2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1920? 

Answer.  Average  cost  of  coal  (net  ton)  for  April  and  May,  1920,  based  on 
fuel  consumed,  April,  $7.242 ;  May,  $8,110. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  Average  cost  of  coal  (net  ton)  for  June,  1919,  based  on  fuel  con- 

suzued.  June,  $5,201. 

<  The  above  figures  include  cost  of  putting  on  tenders.) 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  It  is  impossible  to  give  any  accurate  figures  at  this  time  as  to 

average  cost  for  coal  for  June,  1920,  but  this  information  will  be  furnishiHl  as 
fstton  as  available. 

n.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 

Answer.  Cost  of  coal  per  net  ton  at  the  mines  in  July,  1919,  was  $2.50  in 
iho  Clearfield  district  and  $2.75  in  the  Pocahontas  district. 

(5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 

Answer.  Cc»st  of  coal  per  net  ton  at  the  mines  at  present  on  contract  basis 
varies  from  $3.10  to  $4.25,  but  very  little  of  this  coal  is  being  received.  For 
iqH»t  coal  we  are  paying  from  $8  to  $9  net  ton  at  the  mines  for  rail  coal  and 
.<1.5  or  more  alongside  for  water-borne  coal. 

7.  Question.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
>t\H  rating  expense? 

Aimwer.  The  total  cost  of  fuel  (post  on  tender)  consumed  in  May,  1919,  was 

5LS1 3,904.76,  as  against  $618,469.40  in  1920,  an  increase  of  approximately  97  per 

«f»fit.     The  expenditures  for  fuel  in  May,  1919,  amounted  to  about  16  per  cent 

••f  our  total  operating  expenses,  while  in  1920  this  item  was  nearly  25  per  cent. 

Yours,  very  truly, 

H.  M.  BiscoE,  Vice  President. 


Old  CJolony  Gas  Ck>., 
East  Braintree,  Mass.,  July  6,  1920. 
I  »i  y  \iiTMENT  OF  Public  UTiLrriEs, 

Statehouse,  Boston,  Mass. 

«:»:.>TiXMKX :  Replying  to  your  request  of  July  1  In  regard  to  information  of 
Mrjr  ix>al  costs,  we  desire  to  submit  the  following  information : 

We  assume  that  you  want  information  in  regard  to  generator  fuel  and  we 
ar^  idving  you  our  generator  fuel  figures.  We  were  using  anthracite  until 
hire  1,  1919,  at  which  time  we  were  able  to  purchase  coke  somewhat  cheaper, 
•  -•J  we  therefore  changed  to  coke  at  that  time.  The  spring,  however,  we  have 
»->•!»  endeavoring  to  change  back  to  anthracite  coal,  but  as  we  were  not  a  cus- 
'.  tner  of  the  coai  company  last  year  this  has  been  very  difficult.  We  believe 
ti  tt  we  are  now  reinstated,  but  we  have  not  been  able  to  get  any  anthracite 
:  .tmukI*.  though  we  hope  to  be  able  to  within  the  next  few  weeks. 

Tht-  fltnires  which  you  request  are  as  follows : 

1-  Qoe9<tf(m.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
M..\\  respectively,  1919? 

Answer.  Average  cost  in  gross  tons  of  coal  delivered  in  our  bins  for  months 
'  April  and  May,  1919,  anthracite,  $10.43. 

•-1  Qu«*s«tlon.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
•:   V.  respectively.  1920? 

Ar»pwer.  Average  cost  in  gross  tons  of  coal  delivered  in  our  bins  for  months 
'  April  and  May,  1920.  coke,  $14.45. 

'.   Que!>»tloiL  What  was  your  average  cost  of  coal  for  the  month  of  June, 

s •  •Twer.  Avenice  ccwt  In  gross  tons  of  coal  delivered  in  our  bins  for  June, 

-»    <^ue*tion.  What  was  your  n\erage  cost  of  coal  for  the  month  of  June, 

\n^iKer.  Average  c<*f«t  in  gross  tons  of  coal  delivered  in  our  bins  for  June, 
!   j\  coke.  $2f>.l.'). 
'»   Qo#ffit)on.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
'.   .•ii*T.  What  we  were  paying  for  coal  about  July  1.  1919,  coke,  $8.90. 
<^#-?^fi»n.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
\-  vwer.  Wliat  we  were  paying  for  coal  about  July  1,  1920.  coke,  $20.15. 
T    t^r-setJoo.  What  Is  the  effect  of  the  Increase  in  the  cost  of  coal  upon  your 
"TMtinx  expense? 
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Answer.  The  effect  of  these  increases  on  our  operating  expenses:  The  cost 
of  the  generator  fuel  for  the  month  of  June,  1919,  was  $0,139  per  tbouaand 
cubic  feet  of  gas  made.  We  have  not  yet  the  exact  figures  for  the  month  of 
June,  1920,  but,  basing  our  results  on  our  present  costs,  the  generator  fuel 
figure  will  probably  be  26.6  cents  per  thousand  cubic  feet  of  gas  made. 

If  you  wish  further  information,  or  wish  a  similar  set  of  figures  for  bitn- 
niinous,  kindly  advise  us. 
Very  truly,  y^ours, 

Old  Colony  Gas  Co. 

E.    M.    FABNS  WORTH, 

Vice  President. 


Charleston  Gas  &  Electric  Co., 

Boston,  Mass.,  July  7,  1920. 
Department  of  Public  Utilities, 

Statehouse,  Boston,  Mass. 

Gentlemen:  Yours  of  July  1  was  received,  and  I  proceed  to  answer  your 
questions  In  detail. 

1.  Question.  What  was  your  average  cost  of  coal  for  the  montlis  of  April 
and  May,  respectively.  1919? 

Answer.  Average  cost  of  coal  used  April,  1919,  $8.38;  May,  1919,  $7.00. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1920? 

Answer.  Average  cost  of  coal  used  April,  1920,  $7.45;  May,  1920.  $9.58. 

3.  Question.  What  was  your  average  cost  of  coal  used  for  the  month  of 
June,  1919? 

Answer.    Average  cost  of  coal  used  June,  1919,  $7.09. 

4.  Question.  What  was  your  average  cost  of  coal  used  for  the  month  of 
June,  1920? 

Answer.  Average  cost  of  coal  used  June,  1920,  $12.15. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  Average  cost  of  coal  alongside  delivered  June,  1919,  $6.94. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Average  cost  of  coal  alongside  delivered  June,  1920,  $11.93. 

7.  Question.  What  is  the  effect  of  the  Increase  in  the  cost  of  coal  upon  your 
operating  expense?  | 

Answer.  It  increases  our  cost  per  thousand  feet  of  gas  by  approximately 
10  cents  for  every  dollar  raise  in  the  cost  of  coal.  Our  cost  of  coal  used  in 
June,  1920,  was  higher  than  the  cost  of  coal  delivered  alongside  because  the 
most  expensive  coal  we  got  was  of  such  poor  quality  that  it  Is  our  Interest  to 
use  it  up  without  delay.  ' 

Hoping  that  these  answers  may  be  satisfactory  and  apologizing  for  the  long 
delay,  I  remain. 

Yours,  respectfully, 

S.  J.  FOWLEB, 

Treasurer,  Charlestown  Gas  rf  Electric  Co. 


[Neir  England  Investment  &  Security  Co.;  Worcester  Consolidated  Street  Railway  Co.: 
Springfield  Street  Railway  Co. ;  Milford,  Attleboro  &  Woonsocket  Street  Railway  Co. : 
Interstate  Consolidated  Street  Railway  Co.;  Attleboro  Branch  Railroad  Co.l 

Springfikld,  ^Iass.,  July  9,  J920. 
Mr.  Andrew  A.  Highlands, 

Secretary  Department  of  Public  Utilities, 

Statehouse,  Boston,  Mass, 

Dkar  Sir  :  C<»mplying  with  your  request  of  July  1,  I  give  you  below  the  lo- 
formation  requested  by  James  J.  Storrow,  Esq.,  fuel  administrator  of  the 
Commonwealth : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  resi)ectively,  1919? 

Answer.  Springfield  Street  Railway  Co. :  Month  of  April,  1919,  average  ost 
gross  ton,  $7.46;  month  of  May,  1919,  average  cost  gross  ton,  $7.40.  Worcester 
Consolidated  Street  Railway  Co. :  Month  of  April.  1919,  average  cost  gross  too, 
$8.18;  month  of  Mny,  1919,  average  cost  per  gross  ton,  S8.31.    Milforti.  Attle- 
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boro  &  Woonsocket  Street  Railway  Co.:  Month  of  April,  1919,  average  cost 
grott  ton,  $9.17 ;  May,  (9.17. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May  respectively,  1920? 

Answer.  Springfield  Street  'Railway  Co. :  Month  of  April,  1920,  average  cost 
irross  ton,  $7.84;  May,  $7.84.  Worcester  Consolidated  Street  Railway  Co.; 
Month  of  April,  1920,  average  cost  gross  ton,  $7.71 ;  May,  $8.54.  Milford,  Attle- 
boro  &  Woonsocket  Street  Railway  Co.:  Month  of  April,  1920,  average  cost 
gross  ton.  $7.38 ;  May,  $7.46. 

S.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 

Answer.  Springfield  Street  Railway  Co.,  month  of  June,  1919,  average  cost 
pross  ton,  $7.46;  Worcester  Consolidated  Street  Railway  Co.,  month  of  June, 
1919t  average  cost  gross  ton,  $7.59;  Milford,  Attleboro  &  Woonsocket  Street 
Railway  Co.,  month  of  June,  1919,  average  cost  gross  ton,  $8.29. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  Springfield  Street  Railway  Co.,  month  of  June,  1920,  average  cost 

gross  ton  (estimated),  $8.24;  Worcester  Consolidated  Street  Railway  Co.,  month 
of  June,  1920,  average  cost  gross  ton  (estimated),  $8.60;  Milford,  Attleboro  & 
Woonsocket  Street  Railway  Ck).,  month  of  June,  1920,  average  cost  gross  ton, 
$9.89. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1, 1919? 
Answer.  Springfield  Street  Railway  Co.,  cost  of  coal  received  during  July, 

1919,  $7.01;  Worcester  Onsolidated  Street  Railway  Co.,  cost  of  coal  received 
during  July,  1919,  $7.06;  Milford,  Attleboro  &  Woonsocket  Street  Railway  Co., 
cost  of  coal  received  during  July,  1919.  $7.21. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Springfield  Street  Railway  Co. :  Last  anthracite  coal  bought  in  May, 

1920,  at  $15.68 1  last  bituminous  coal  bought  S^tember,  1919,  at  $7.01.  Wor- 
cester Consolidated  Street  Railway  Co. :  Last  bituminous  coal  bought  in  June, 
1920,  ^.65.  Milford,  Attleboro  &  Woonsocket  Street  Railway  Co.:  Cost  of 
oMi  received  during  July,  1920,  $10.20 ;  last  coal  bought  in  June.  1920,  $15.80. 

7.  Question.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
OMrating  expense? 

Answer.  Springfield  Street  Railway  0>. :  Total  for  year  1919,  910.99  tons; 
cost,  $6,860.19.    Worcester  Consolidated  Street  Railway  Co.:  Total  for  year 
li*19,  19,046^  tons ;  cost,  $145,857.85.     Milford,  Attleboro  &  Woonsocket  Street 
Railway  Co. :  Total  for  year  1919,  2,780.7  tons ;  cost,  $22,513.85. 
Yours,  very  truly, 

O.  V.  Wood, 
President  Springfield  Street  Railicay  Co. 

Mr.  Nichols.  Now,  we  will  hear  from  Mr.  Borden  Covel,  chairman 
«»f  the  New  England  Coal  Committee. 

STATEMEHT  OF  MB.  BOBDEN  COVEL,  CHAIBMAN,  NEW  ENOLANI) 
COAL  COlOaXTEE,  141  HOLK  STBEET,  BOSTON,  MASS. 

Mr.  Co\'EL.  Mr.  Chairman,  early  last  summer  the  supply  of 
^  ituminous  coal  in  New  England  became  so  low  and  so  alarming  that 
through  repeated  conferences  in  different  parts  of  the  East  here 
^Tvice  Order  No.  11  was  obtained  by  the  National  Coal  Association. 
1  riis  order,  as  you  know,  was  to  increase  the  flow  of  coal  to  New  Eng- 
iarj'l.  That  increase  in  coal,  naturally,  had  to  come  via  tidewater,  as 
"  f  already  were  congested  at  the  all-rail  gateways  with  coal  and  other 
fr»i;fht.  Yhis  increase  was  figured  to  be  about  250,000  to  3(X),0()()  tons 
I  month,  and  was  to  come  from  the  ports  of  New  York,  Philadelphia, 
rMltimore,  and  Hampton  Roads,  divided  pro  rata  with  the  different 
T'o  k,  and  figured  out  as  best  it  could  be  as  to  how  miirh  each  road 
•.  '»uld  ship  on  this  order. 

When  the  National  Coal  Association  obtained  this  order  they  asked 
fjt-  pe«)ple  in  New  England  to  cooperate  toward  a  better  carrying 
•  It  of  the  order,  and  the  New  England  Coal  Conunittee  was  formed. 

3»iri— 21— vol  1 31' 
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This  committee  consists  of  a  representative  of  the  New  England 
railroads,  a  representative  of  the  public  utilities  here,  a  representative 
of  Mr.  James  J.  Storrow,  our  fuel  administrator,  and  two  coal  men 
who  are  actively  engaged  in  the  handling  of  coal  between  these 
different  piers  and  New  England.  The  committee  has  an  office  at  15 
Exchange  Street,  in  Boston,  and  it  secured  the  services  of  Mr.  J.  P. 
Collins,  who  previously  was  with  the  New  England  Fuel  Adminis- 
tration. We  have  a  full  force  of  clerks,  statisticians,  and  keep  all 
kinds  of  records  as  to  the  inflow  of  spot  coal  itito  this  district.  We 
are  in  touch  daily  with  the  agents  at  the  piers  in  New  York — all  the 

fiers  in  New  York — at  Philacfelphia,  Baltimore,  and  Hampton  Boads. 
t  is  the  function  of  the  committee  to  expedite  the  movements  of  this 
Service  Order  No.  11  coal  through  those  ports.  If  there  is  any  con- 
gestion we  are  advised  of  it;  in  fact,  our  records  show  day  by  day 
exactly  how  much  coal  there  is.  We  get  after  either  the  shippers  oV 
the  transshippei*s  of  the  coal  and  tell  them  that  there  is  a  little  coal 
down  there,  and  we  have  got  to  put  a  boat  in,  and  they  have  helped 
us  out  wonderfully  in  moving  that  coal. 

In  many  cases  there  have  been  operators  who  have  been  forced  to 
ship  coal  on  this  service  order  11.  We  have  in  many  cases  put  these 
operators,  who  do  not  know  anything  about  New  England  Dusiness, 
in  touch  with  New  England  transshippers,  and  we  also  have  helpe<l 
somewhat  with  the  consumers  who  were  short  of  coal,  and  have  been 
endeavoring  to  find  people  to  load  their  boats.  I  think  I  said  before 
that  the  committee  meets  every  day.  I  think  that  about  covers  the 
situation,  Mr.  Chairman,  from  our  end  of  the  line. 

The  Chairman.  Mr.  Covel,  what  is  your  business? 

Mr.  Covel.  The  coal  business. 

The  Chairman.  Are  you  an  agent  or  an  operator? 

Mr.  Covel.  A  transshipper  from  Hampton  xloads  to  New  England. 

The  Chairman.  You  say  that  this  order  No.  11  was  to  increase  the 
shipment  of  coal  by  tidewater? 

Mr.  Covel.  Yes. 

The  Chairman.  Has  it  had  the  effect  of  increasing  the  coal  ship- 
ments? 

Mr.  Covel.  I  do  not  think  you  will  see  much  effect  in  the  month  of 
August  over  the  month  of  July ;  no. 

The  Chairman.  Then  it  has  not  been  of  any  real  value? 

Mr.  Covel.  It  has  been  of  value,  certainly ;  but  the  shortage  of  the 
shipments  has  been  due  to  a  lack  of  cars  at  the  other  end. 

The  Chairman.  Cars  are  bringing  in  vast  quantities  of  coal  for 
export.  Why  is  it  not  possible  to  get  more  of  them  for  New 
England? 

Mr.  Covel.  As  I  understand  the  order,  sir,  this  coal  is  apportioned 
among  the  different  mines  on  a  certain  basis  pro  rata.  You  are  talk- 
ing about  the  heavy  exports ;  I  think  you  will  find  that  there  was  a 
large  accumulation  of  coal  shipped  in  July,  which  hung  over  into 
August.  As  you  understand,  in  the  tidewater  business,  coal  is  not 
figured  as  being  shipped  anywhere  until  it  is  dumped  into  a  vessel. 
It  leaves  the  mines  to-day;  it  may  not  reach  tidewater  until  neAt 
week;  and  then  the  tonnage  begins.  It  is  dumped  that  day  into  a 
boat  for  New  England  or  into  a  boat  offshore.  Coal  that  was  shipped 
last  several  days  in  July  did  not  reach  tidewater  until   August, 
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and  it  is  included  in  the  August  tonnages.  I  have  not  the  figures, 
but  I  do  not  think  that  the  August  exports  have  been  so  much  in 
excess  of  July.  I  should  say  they  possibly  were  less,  but  I  do  not 
know. 

The  Chairman.  Do  you  believe  that  order  No.  11  might  show, 
when  the  figures  for  August  are  made  up,  that  you  are  getting  more 
coal  via  the  water  route  into  New  England  than  in  July  T 

ilr.  CovKL.  I  should  think  we  are  getting  substantially  the  same; 
yes,  sir.  We  have  had  one  difficulty  this  month.  Last  week  for 
8  or  10  days  we  had  a  heavy  fog,  as  you  possibly  know,  and  that  tied 
up  the  movement  of  boats,  particularlv  barges,  in  which  a  part  of  the 
loal  is  brought  to  New  England.  Those  barges  are  just  making  in 
from  the  other  end,  and  I  think  the  records  Irom  last  Thursday  up 
to  to-morrow  will  show  very  heavy  dumping  for  New  England, 

Mr.  Miller.  Has  there  been  any  movement  on  the  part  of  the  coal 
operatoi's  to  modify  order  No.  11  on  the  ground  that  you  were  not 
buying  the  coal,  and  that  they  could  not  move  the  coal  to  the  docks 
and  have  it  wait  there  for  vou  ? 

Mr.  Co^-EL.  Not  to  my  knowledge. 

Mr.  Miller.  So  there  is  no  disposition  not  to  follow  out  that  order 
and  to  put  that  coal  on  the  docks  for  your  use? 

Mr.  CovEL.  There  is  the  natural  kick  that  you  get  in  any  line  of 
l)usiness  when  a  man  is  forced  to  do  something  that  he  does  not 
WHUt  to  do. 

Mr.  MiixER.  But  it  is  going,  is  it  ? 

Mr.  Co^-EL.  Oh,  surely,  it  is  going. 

Mr.  Miller.  What  do  3'ou  pay  for  your  inland  and  ocean  rates 
now  ? 

>f r.  CoMCL.  Ocean  rates  to-day  from  Hampton  Roads  are  2.75  plus 
a  tax  of  3  per  cent.     The  rates  all  rail 

Afr.  MiiJ.ER  (interposing).  No;  I  mean  what  is  the  rate  from  Poca- 
liontas  to  Hampton  Roads,  for  instance? 

Mr.  GmcL.  $2.88,  with  a  tax. 

Mr.  MiLLKR.  And  the  terminal  charge  is  about  58  cents? 

Mr.  (.'ovEL.  Then  you  have  on  top  of  that  $2.88 — the  freight  from 
iIm*  mine  to  tidewater — and  from  Hampton  Roads  to  Boston,  for 
instance,  it  is  $2.75  to-day,  and  a  tax  of  3  per  cent,  or  8  cents  on  that, 
and  .>(>  cents  for  insurance  and  terminal  charges.  That  would  cover 
}<>\i  on  the  cars  at  Mystic  Wharf,  for  instance.     That  figures  $0.21. 

Mr.  Miller.  And  'what  was  that  rate  formerly? 

Mr.  CovEU  Before  this  increase  of  August? 

Mr.  MiiXER.  Yes. 

Mr.  C4>\-EL.  $5.89  it  averaged  last  week,  for  instance. 

Mr.  MiixER.  What  is  the  all-rail  rate  from  the  Clearfield  district 
to  Boston? 

Mr.  0»vEL.  $5.04. 

>fr.  Miller.  And  what  was  that  formerly? 

Mr.  O^VEL.  $3.84. 

.Mr.  MiLiXB.  So  that  fonnerly  the  all-rail  rate  was  how  much  ? 

Mr.  <\ivEU  $2.05  less  than  the  water  rate. 

Mr.  Miller.  And  how  much  is  it  now  ? 

.Mr  CifvrLu  Eighty-two  cents,  approximately. 
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Mr.  Miller.  Is  there  any  likelihood  of  the  water  rate  being  in- 
creased? 

Mr.  CovEL.  There  has  been  some  talk  of  it,  sir. 

Mr.  Miller.  What  will  that  make  coal  cost  New  England  from 
now  on— that  J}'6.21 1 

Mr.  CovEL,  That  $6.21  figure  is  a  gross  ton. 

Mr.  Miller.  I  assume  that  is  the  rate  that  New  England  has  got 
to  pay  for  the  majority  of  its  coal.  Now,  what  is  a  fair  price  for  coal 
at  the  mines  ? 

Mr.  CovEL.  That  is  a  question  that  I  do  not  feel  competent  to 
answer  myself,  sir. 

Mr.  Miller,  l^t  has  been  testified  before  the  committee  as  being 
somewhere  between  $3.60  and  $4.  Assuming  that  •it  is  $4  at  the 
mines 

Mr.  CovEL  (interposing).  I  think  the  man  that  testified  to  that 
made  a  low  figure.  I  should  say  that  a  fair  price  would  be  $6  to  $7 
per  net  ton  at  the  mines.  Six  dollars  and  twenty-one  cents  would  be 
Approximately  $13  on  the  cars  at  Mystic  Wharf. 

Mr.  Miller.  $13  for  the  New  England  supply  ? 

Mr.  Co\'EL.  Yes. 

The  Chairman.  A  witness  who  testified  a  moment  ago  says  that 
the  price  for  gas  coal  was  $3.50  and  for  steam  coal  $3.75  at  the  mines. 

Mr.  CovEL.  Is  not  that  possibly  on  Service  Order  No.  9  ? 

The  Chairman.  That  was  the  contract  price  made  in  the  spring. 

Mr.  CovEL.  That  was  a  year  ago. 

The  Chairman.  No  ;  this  spring. 

Mr.  CovEL.  I  mean  that  was  last  year's  business. 

The  Chairman.  No  ;  that  was  a  contract  made  in  March  or  April 
of  this  year  for  this  year's  business. 

Mr.  CovEL.  Up  to  next  April  ? 

The  Chairman.  Yes ;  $3.50  for  gas  coal  and  $3.75  for  steam  coal ; 
and  that  is  in  line  with  prices  quoted  to  us  by  everybody  else. 

Mr.  Miller.  It  might  interest  vou  to  know  that  the  committee 
received  information  from  one  of  tne  largest  operators  the  other  day 
that  he  mined  a  million  and  a  half  tons  from  the  1st  of  January  to 
the  1st  of  August  and  sold  it  at  $3.20  a  ton,  and  he  also  mined  300,000 
tons  in  July  and  sold  it  at  an  average  of  $3.80. 

I  think  tne  same  witness  said  that  around  $4  was  a  fair  price  at  the 
mine. 

Mr.  CovEL.  Taking  $4  a  net  ton,  that  would  be  $4.48  gross,  and 
that  would  be  about  $10.60  or  $10.70  on  the  cars  at  Mystic  Wharf. 

Mr.  Miller.  What  was  a  minimum  price  paid  before  the  war  by 
New  England  industries? 

Mr.  Co\^L.  Oh,  around  $4  on  the  cars  at  Mystic  Wharf. 

Mr.  Miller.  Then  there  is  an  advance  of  at  least  $6  to  the  New 
England  industries  to-day  ? 

Mr.  CovEL.  Yes. 

Mr.  Miller.  Can  the  industries  stand  that? 

Mr.  CovEL.  Of  course  they  can  not  stand  it.  We  can  not  afford  to 
bring  in  raw  material  to  compete  with  the  rest  of  the  country. 

The  Chairman.  We  have  asked  you  the  cost  of  shipping"coal  hv 
the  rail  and  water  route  and  the  price  of  coal  at  the  mines,  and  «*»• 
have  agreed  between  ourselves  that  it  would  be  about  ten  dollars  an<l 
some  cents? 
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Mr.  CovEL.  Yes. 

The  Chaibman.  What  proportion  of  the  coal  that  comes  by  the 
water  route  is  sold  at  that  figure?  In  other  words,  is  it  not  a  fact 
that  a  large  proportion  of  the  coal  coming  by  the  water  route  is  spot 
coal  and  is  very  much  higher  than  that  figure? 

Mr.  CovEL.  I  should  say  just  the  opposite,  Senator.  I  should  say 
that  most  of  the  coal  that  is  coming  by  water  is  contract  coal. 

The  Chairman.  What  percentage  of  the  coal  coming  by  the  water 
route  is  sold  under  spot  prices  and  what  percentage  under  contract 
prices? 

Mr.  CovEL.  That  would  be  very  hard  to  say,  except  generally.  I 
should  say  that  probably  80  per  cent  of  the  water  coal  is  contract 
coal. 

The  Chairman.  How  was  it  in  May,  June,  and  July  ? 

Mr.  CovEL.  We  were  not  doing  as  well  then. 

The  Chairman.  In  other  words,  there  was  a  larger  proportion  of 
sj)ot  coal  ? 

Mr.  CovEL.  Yes,  sir ;  that  is  my  opinion. 

The  Chairman.  In  any  one  month  did  the  spot  coal  run  as  high 
as  60  per  cent  of  the  total  coming  by  the  water  route  ? 

Mr.  CovEL.  I  would  have  to  guess  at  it,  Senator. 

The  Chairman.  I  meai^  during  the  months  of  May,  June,  audi 
lulv. 

ilr.  CovEii.  I  should  say  it  was  worse. 

The  Chairman.  You  should  say  what? 

Mr.  CovEL.  I  should  say  it  was  60  per  cent,  yes,  in  any  of  thostt 
months. 

Mr.  Miller.  Do  you  know  of  any  cases  of  coal  being  refused  under 
'Yjntract  by  those  who  had  made  contracts  to  deliver  it,  and  yet  the 
same  party  selling  that  coal  for  spot  coal  ? 

Mr.  Covel.  I  do  not  know  of  any  such  case  in  my  business.  I 
handle  entirely  Hampton  Roads  coal,  and  mine  is  all  contract 
hu5?iness. 

The  Chairman.  You  personally  have  not  handled  any  spot  busi- 
ness? 

Mr.  Covel.  No,  sir. 

The  Chairman.  Are  vou  a  coal-mine  owner? 

Mr.  Covel.  No,  sir;  1  am  a  transshipper  from  Hampton  Boads;- 
a  wholesaler  in  New  England. 

The  Chairman.  Then  neither  you  personally  nor  your  concern 
lias  gotten  any  of  this  soft  money  that  has  been  going  around? 

Mr.  Co^tolNo,  sir. 

The  Chairman.  That  is  all,  sir.    Thank  you. 

Mr  Covel.  Not  at  all.  Senator. 

Mr.  Nichols.  Now  we  will  have  Mr.  E.  G.  Mahler,  purchasing 
a^rent  of  the  Boston  Elevated. 


STATEMEHT  OF  MB.  E.  0.  MAHLEB,  PXTBCHASIHO  AGENT,  BOSTOIT 

ELEVATED  SYSTEM,  BOSTON,  MASS. 

The  Chairman.  Mr.  Mahler,  vou  are  purchasing  agent,  I  believe^ 
«.f  the  Boston  Elevated  Railroad  system 

Mr.  Mahler.  Yes,  sir 

The  Chairman.  And  you  have  under  your  supervision  the  pur- 
.  biasing  of  the  coal  for  tliat  system  ? 
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Mr.  Mahler.  Yes. 

The  Chairman.  What  are  the  needs  of  your  company  during  a 
year?    How  much  coal  do  you  cpnsume? 

Mr.  Mahler.  We  estimate  about  800,000  to  325,000  tons.  A  good 
deal  would  depend  on  the  quality  of  the  coal. 

The  Chairman.  Do  you  make  contracts  for  that  every  spring? 

Mr.  Mahler.  Every  year,  usually.  Our  last  contract  was  for  five 
years,  and  it  expired  the  1st  of  August  of  this  year,  since  which  time 
we  have  been  unable  to  make  any  contracts. 

The  Chairman.  The  coal  operators  will  not  make  contracts  with 
you  now? 

Mr.  Mahler.  No.  We  sent  out  a  request  to  about  40  operators 
and  operators'  agents  and  received  a  reply  from  one  jobber,  and  he 
represented  some  exporters  in  New  York,  offering  us  tonnage  for 
$12  a  ton,  but  we  did  not  think  that  was  reasonable. 

The  Chairman.  $12  a  ton  delivered  here  ? 

Mr.  Mahler.  No  ;  at  Hampton  Roads. 

The  Chairman.  And  that  would  mean  how  much  delivered  ? 

Mr.  Mahler.  $10  a  gross  ton  at  the  mines,  or  $9  a  net  ton  at  the 
mines. 

The  Chairman.  That  would  mean  about  $15  here? 

Mr.  Mahler.  Just  about  that. 

The  Chairman.  Your  contract  which  expired  the  1st  of  August, 
under  the  te?lns  of  that  contract  did  the  price  vary  each  year,  or 
was  there  one  fixed  price  for  the  entire  term  of  the  contract^ 

Mr.  Mahler.  It  varied  only  5  cents. 

The  Chairman.  What  was  your  contract  price  ? 

Mr.  Mahler.  Our  average  contract  price  for  five  years  was  $1,275 
a  gross  ton  at  the  mines. 

The  Chairman.  Were  you  able  to  get  the  operator  to  deliver  right 
up  to  August  1  ? 

Mr.  Mahler.  After  1916,  when  coal  went  up,  he  failed  to  get 
supplies — cars,  etc.  He  has  fallen  down,  I  should  think — in  1915 
and  1916  we  probably  got  100  per  cent  on  our  contracts;  but  in  1917, 
1918,  and  1919  I  should  judge  it  was  about  50  per  cent. 

The  Chairman.  And  the  other  60  per  cent  you  went  out  and 
bought  at  the  market  price  ? 

'Mr.  Mahler.  Yes. 

The  Chairman.  Were  you  able  to  recover  that  difference  to  hini  i 

Mr.  Mahler.  From  the  contractor? 

The  Chairman.  Yes. 

Mr.  Mahler.  Not  yet. 

The  Chairman.  Have  you  tried  ? 

Mr.  Mahler.  I  think  the  trustees  will  try.  I  do  not  know  what 
their  plans  are,  but  I  think  they  regard  the  contractors  as  responsible. 

The  Chairman.  This  year  what  proportion  of  your  contract  coal 
was  delivered? 

Mr.  Mahler.  I  should  say  not  over  50  per  cent. 

The  Chairman.  So  you  had  to  buy  50  per  cent  in  the  spot  market  ? 

Mr.  Mahler.  Yes;  we  paid  as  high  as  $19  a  gross  ton  for  coal  at 
Hampton  Roads  for  some  time. 

The  Chairman.  Would  you  mind  giving  the  committee  the  names 
of  the  men  with  whom  you  had  contracts? 
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Mr.  Mahler.  The  Chesapeake  &  Ohio  Coal  &  Coke  Co.  is  one  of 
them.  The  New  England  Coal  &  Coke  Co. — they  represented  two 
mines,  the  J.  B.  B.  Mine  and  the  New  River  Coal  Co.  We  bought 
approximately  300,000  tons  from  those  people. 

The  Chairman.  The  committee  would  like  to  have  you  give  it  the 
names  of  the  men  from  whom  you  bought  the  spot  coal  and  the  prices 
yon  paid  them. 

*  Mr.  Mahler.  We  have  a  long  list  of  them.    I  have  not  them  with 
me,  however. 

The  Chairman.  We  will  be  glad  if  you  will  send  them  to  the  com- 
mittee, at  No.  29  West  Thirty-ninth  Street,  New  York  City. 

Mr.  Mahler.  I  will  do  that  very  gladly. 

The  Chairman.  Giving  us  the  names  of  the  people  from  whom 
you  bought  spot  coal,  and  the  prices  you  paid  them. 

Mr.  MAHLER.  For  what  period? 

The  Chairman.  For  this  year  particularly.  I  do  not  care  to  go 
back  anv  further  than  this  year,  I  think.  We  want  the  names  of  the 
people  from  whom  you  bought  spot  coal  this  year,  and  the  prices  that 
you  paid  them  for  it. 

Mr.  Mahler.  I  understand.  I  will  give  you  an  instance  of  the  diffi- 
rulties  we  are  under  now.  We  have  received  in  the  month  of 
Au^st  but  about  7,000  tons' of  coal.  We  have  used  our  reserve  coal 
to  the  extent  of  probably  11,000  or  12,000  tons.  We  are  laid  out  to 
trHiisj)ort  coal  bv  water,  and  we  have  a  storage  capacitv  of  about 
125,1)00  tons;  an^  we  are  to-day  at  a  point  where  I  consider  that  we 
are  in  danger  for  our  supply  next  winter.  We  ought  to  have  on  hand 
to  day  70,000  tons  of  coal;  we  have  only  about  18,000  tons,  and  I  do 
not  see  how  we  are  going  to  accumulate  enough  reserve  for  next 
w*intcr. 

The  Chairman.  Your  needs  are  about  25,000  tons  a  month? 

Mr.  Mahler.  But  in  the  winter  months  we  use  a  great  deal  more. 
We  run  up  to  about  35,000  tons  in  the  winter. 

The  Chairman.  Of  course,  you  can  go  out  and  buy  that  cSal  and 
'H  .hII  vour  needs,'  if  you  are  willing  to  pay  the  spot  prices? 

Mr.  ^Lahler.  Yes;  I  think  we  could  do  so,  if  we  were  willing  to 
tiV  the  spot  prices.  We  could  store  it,  if  we  were  willing  to  pay  the 
']^>t  prices. 

The  Chairman.  Has  any  member  of  your  organization  inquired 
if  to  this  matter  of  export  coal? 

Mr.  Mahler.  Oh,  yes.  We  have  had  a  man  down  at  Hampton 
Iv'a<ls.  and  I  get  the  daily  repoi-ts  from  him  as  to  the  amount  oi  ex- 
•"^s.  Our  boat  carries  7,3(K)  tons  of  coal — a  steamer — and  she  makes 
*•  ir  irii)s  a  month.  She  was  dovn  there  from  August  3  to  August  20 
•'•fore  we  could  get  any  coal  at  a  reasonable  price.  We  paid  $12 
'  '•  that  roaL  which  was  verv  inferior. 

The  Chairman.  That  is,  a  steamer  owned  by  you? 

Mr.  Mahler.  Chartered  by  us. 

Ilie  Chairman.  And  that  steamer  lay  there  for  20  days? 

Mr.  Mahler.  Well,  17  davs  l)efore  she  could  get  a  pound  of  coal 

^-••ird.    Ordinarily  we  malce  a  round  trip  with  that  steamer  in  a 
•  •-♦•'<-     We  lost  alnnit  15,(KM)  tons  of  coal  when  that  steamer  was 
nir  there. 

The  (^HAiRMAN.  And  slie  was  endeavoring  to  get  a  cargo  of  coal 
'  .1  rea.sunable  price,  and  she  finally  took  it  at  $12  ? 
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Mr.  Mahler.  Yes. 

The  Chairman.  And  that  was  at  Newport  News? 

Mr.  Mahler.  Yes. 

The  Chairman.  That  must  have  been  the  prevailing  price  for 
coal,  except  contract  coal  ? 

Mr.  Mahler.  I  think  that  was  better  than  the  prevailing  price. 
I  had  made  a  good  many  inquiries  by  telegraph  and  otherwise, 
and  I  could  have  loaded  her  promptly  at  from  $20  to  $21.50  at  Hamp- 
ton Hoads. 

The  Chairman.  Have  you  any  record  of  the  names  of  the  men  who 
offered  that  coal  to  you  at  those  prices  ? 

Mr.  Mahler.  Oh,  yes. 

The  Chairman.  Will  you  let  the  committee  have  that  information  ? 

Mr.  Mahler.  Yes. 

The  Chairman.  The  committee  is  very  anxious  to  find  out  if  men 
having  contracts  and  failing  to  fill  them  are  offering  coal  at  those 
prices. 

Mr.  Mahler.  We  ought  not  to  receive  a  pound  of  coal  by  rail. 
We  are  equipped  to  handle  coal  by  wjiter  entirely.  We  can  dis* 
charge  14,000  tons  of  coal  a  day  from  vessels,  but  we  are  obliged  to 
take  some  coal  by  rail  to-day  because  we  do  not  know  when  we  will 
get  our  water  coal — enough  to  keep  us  going.  We  practically  have  to 
shovel  coal  out  of  the  cars,  if  we  take  it  by  rail,  which  is  a  very 
expensive  way  to  handle  it.  We  have  one  dock  where  we  could  store 
probably  90,000  tons  of  coal.  That  represents  a  good  deal  of  money 
to  the  fioston  elevated.  They  laid  the  dock  out  on  purpose  to  store 
coal  for  the  winter  months.  We  have  stored  90,000  tons  at  one  time, 
and  we  can  store  125,000  tonsat  some  of  our  other  stations.  We  want 
coal  b}'^  water,  if  we  can  get  it ;  that  is  the  cheapest  way  for  us. 

The  Chairman.  In  your  investigations  of  this  subject,  have  you 
been  advised  that  there  are  many  Shipping  Board  vessels  at  Hamp- 
ton KoaHs  idle,  waiting  for  cargoes! 

Mr.  Hahler.  Oh,  yes ;  I  could  get  any  quantity  of  boats  if  had  the 
coal.    There  is  no  trouble  about  getting  boats. 

Mr.  Miller.  You  say  that  your  boat  stayed  there  for  17  days? 

Mr.  Mahler.  Yes;  she  arrived  there  August  3,  and  was  loaded 
August  20. 

Mr.  Miller.  Was  not  car  service  order  No.  11  designed  to  supply 
you  with  coal  before  any  coal  was  exported? 

Mr.  Mahler.  It  was.  yes,  sir;  as  I  understand  it;  but  we  had  to 
buy  the  coal.  We  coula  not  find  anybody  from  whom  to  buy  the  coal 
at  a  reasonable  figure. 

The  Chairman.  That  seems  to  be  a  rather  general  complaint. 

Mr.  Mahler.  Yes. 

Mr.  Miller.  Then,  car  service  order  No.  11  did  not  work  in  that 
case? 

Mr.  Mahler.  No,  sir ;  it  did  not  work  in  that  case. 

Mr.  Miller.  What  percentage  of  your  coal — did  you  say  about  60 
per  cent  is  spot  coal  now  ? 

Mr.  Mahler.  I  did  not  ^t  that,  sir. 

The  Chairman.  All  of  it,  I  think. 

Mr.  Miller.  You  say  that  you  are  using  about  80,000  tons  a  month 
on  an  average? 
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Mr.  Mahler.  300,000  tons  a  year,  roughly  speaking. 

Mr.  MnxER.  And  about  50  per  cent  of  that  is  spot  coal  now? 

Mr.  MAHI4ER.  Not  quite  that  much.  This  last  month  we  got  about 
7,000  tons,  as  nearly  as  I  can  remember,  and  we  used  from  our  reserve 
supply  enough  to  keep  us  going  during  the  month  of  August. 

Mr.  Miller.  That  all  of  it  will  be  spot  coal  from  now  on? 

Mr.  Mahler.  Oh,  yes ;  all  of  it  will  be  spot  coal,  because  we  only 
have  about  18,000  tons,  and  that  is  distributed  at  six  stations. 

Mr.  MHiLER.  What  is  the  actual  amount  of  the  advance  now  over 
normal  times? 

Mr.  Mahler.  We  made  this  five-year  contract  at  $1,275  a  gross  ton 
at  the  mines.  I  bought  coal  Saturday  or  Friday  and  I  paid  from 
$10  to  $13.50.  I  found  some  at  $10,  and  I  found  the  balance  of  the 
cargo  from  some  one  else  at  $13.50  at  Hampton  Roads. 

Mr.  Miller.  That  is  a  difference  of  about  $12.50  a  ton — ^the  mini- 
mum difference? 

Mr.  Mahler.  I  should  say  that  $12  would  be  the  minimum,  be- 
cause the  cheapest  coal  that  I  have  bought  was  $10;  but  I  have 
l)ought  some  rail  coal  on  assigned-car  orders  as  low  as  $6  a  net  ton 
at  the  mines. 

Mr.  Milw:r.  It  now  costs  the  Boston  Elevated  Eailroad  at  the  rate 
of  about  $3,000,000  a  year  more  for  coal  ? 

Mr.  Mahler.  I  should  say  so,  if  this  keeps  up. 

Mr.  Miller.  At  least  that  much? 

Mr.  Mahler.  Yes. 

The  Chairman.  That  is  all,  Mr.  Mahler;  we  thank  you  very  much, 
Fir. 

Mr,  Mahler.  Not  at  all,  Senator. 

Mr.  Nichols.  Now,  Mr.  Chairman,  we  will  have  Mr.  W.  S.  Forbes, 
riiairman  of  the  coal  committee  of  tne  Associated  Industries. 


STATEHEHT  OF  ME.  W.  S.  FOBBES,  CHAIBMAIT  COAL  COMMITTEE, 
ASSOCIATED  INSUSTItlES  OF  MASSACHUSETTS,  KIMBALL  BTTILB- 

nro,  BOSTOH,  mass. 

The  Chairman.  Mr.  Forbes,  you  are  chairman  of  the  coal  com- 
mittee of  the  Associated  Industries  of  Massachusetts,  I  believe? 

Mr.  Forbes.  Yes,  sir. 

The  Chairman.  The  committee  would  be  glad  to  have  any  infor- 
iiiation  that  you  can  give  us  on  the  subject  of  our  inquiry  or  that 
V»ij  mav  think  will  be  interesting  for  us  to  know. 

Mr.  f'oRBES.  The  Associated  Industries  of  Massachusetts^  Senator, 
ju«it  by  way  of  information,  is  an  organization  representing  about 
l.Vio  members  all  over  the  State  of  IVfcssachusetts.  There  are  some 
**<»fj.(X)(),000  worth  of  capital  represented  and  some  400,000  em- 

•  loyees,  with  an  annual  pay  roll  of  approximately  $400,000,000. 
Ihit  isjust  to  show  vou  wnat  the  organization  is. 

Mr.  Ellis  and  Mr.  Tenney  have  covered  the  general  subject  so  well 
(liat  I  can  onlj  dwell  on  some  of  the  things  that  they  have  brought 
"'It:  and  I  will  attempt  to  give  you  just  a  bird's-eye  view  of  the 
-ituation  in  these  industries,  and  I  can  perhaps  do  that  best  by  read- 

•  r-l?  to  Tou  some  of  the  telegraphic  messages  that  I  received  when  I 
h^Avd  that  this  hearing  was  going  to  be  held. 
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The  Chairman.  You  may  proceed,  Mr.  Forbes. 

Mr.  Forbes.  We  organized  our  coal  committee  in  such  a  way  that 
at  any  time  we  might  get  local  information  from  any  county  in  the 
State  from  our  industries,  and  these  communication^  will  in  a  general 
way  reflect  the  conditions  throughout  the  State. 

Here  is  one  received  by  telephone  from  Mr.  Charles  H.  Wilson,  erf 
James  &  E.  H.  Wilson,  woolen  manufacturers,  of  Pittsfleld,  Mass. : 

Industries  generally  have  been  dependent  for  past  three  months  on  spot  eual 
Jellverles ;  nothing  coming  In  on  contracts,  and  nothing  ahead  for  winter  seasftiu 
Ketall  dealers  have  no  anthracite  In  bins  for  home  consumption. 

Now,  here  is  one  from  North  Adams,  Mass.,  signed  by  Mr.  W.  A. 
Gallup,  of  the  Arnold  Print  Works,  under  date  of  August  28, 1920 : 

Largest  local  mnnufacturers  and  gaslight  company  have  9,000  tona  bitumiDous 
stock;  next  six  months  requirements  33,600  tons;  contract  coal  unobtainable: 
were  finally  obliged  to  give  orders  to  buy  daily  loaded  cars  and  paid  $11  and 
above  at  mines. 

Now,  here  is  one  from  Worcester,  under  date  of  August  27,  from 
the  Worcester  Pressed  Steel  Co. : 

We  have  t\^V)-flfths  of  our  requirements  to  April  1  for  which  we  paid  $10  aud 
$12  mines.  Some  bought  at  lower  prices.  Can  not  get  coal  on  our  ctmtmcts  at 
$3.65.    Outlook  discouraging,  unless  car  supply  can  be  increas«»d. 

Now,  here  is  a  letter  from  the  same  concern — the  Worcester  Pressed 
Steel  Co.,  under  date  of  August  28 : 

We  are  almost  convinced  that  coal  for  which  we  have  contracted  Is  being 
*soUl  on  the  open  market  for  higher  prices.  We  are  investigating  to  see  if  the 
mine  is  shipping  any  coal  and,  if  so,  why  we  are  not  receiving  our  proportion. 

Regarding  the  future,  it  seems  to  us  that  New  England  can  obtain  increased 
supplies  of  coal  if  the  facl.ltles  at  the  gateways  are  increased,  especially  the 
Poughkeepsle  and  Albany  gateways.  We  would  suggest  that  the  Poughkei^psi*? 
gateway  can  handle  additional  coal  if  another  outlet  Is  provided  to  the  east, 
say,  from  Millerton  to  connect  with  New  York  Central  or  Boston  &  Albany. 

We  expect  in  the  future  to  store  sufficient  coal  during  the  summer  montlis  to 
carry  us  through  the  winter  when  deliveries  of  coal  are  curtailed. 

Now,  here  is  a  letter  from  Franklin,  Mass.,  under  date  of  August 
28,  from  the  Norfolk  Woolen  Co. : 

As  near  as  I  can  get  the  situation,  the  mills  in  the  county  are  most  of  them 
not  getting  coal  enough  to  any  more  than  barely  keep  them  going,  and  were  they 
running  full  time  would  not  have  coal  enough  to  keep  In  operation. 

This  applies  to  our  own  mills  and  the  mills  In  town.  The  railroad  has  taken 
several  cars  of  our  coal  and  we  have  purchased  replacement  cars  and  the  price 
paid  on  the  last  was  $13.50,  f.  o.  b.  Pennsylvania  point.  Coal  from  Providence 
for  shipment  this  way  we  have  purchased  at  $12.50  f.  o.  h.  Providence.  It  looks 
as  though  somebody  ought  to  look  into  this  question  of  prices. 

We  made  contracts  for  all  the  coal  we  shall  use  at  our  mills  during  the  year, 
but  they  don't  make  shipment  of  them  claiming  that  they  can't  get  the  cars. 
Coal  which  we  have  had  billed  us  has  been  in  transit  usually  a  mouth,  and  cars 
which  have  been  unloaded  at  our  siding  are  very  seldom  pulled  out  wlwn  empty, 
generally  standing  there  from  one  to  three  days  when  they  might  he  on  tlielr 
way  to  the  mines  loading  up  for  somebody  else. 

Here  is  one  from  Greenfield,  Mass.,  under  date  of  August  27,  from 
the  Greenfield  Tap  and  Die  Corporation : 

Large  consumers  securing  ver>'  little  contract  coal.  Spot  coal  purchase^l  at 
$8.50  to  $13.50  net  ton  mines ;  small  consumers  cared  for  by  deliveries  on  small 
,  contracts  or  early  spring  purchases.  Largest  public  utility,  using  3f).00ii  ton;^ 
secure<l  only  10  per  cent  contract  coal ;  assigned-car  order  scmie  assistance,  but 
forced  to  buy  tonnage  on  open  market ;  plenty  sjKit  coal  off<»red  now  ar  $10  t«» 
$11.  This  report  covers  Franklin  County  except  Turners  Falls,  on  whicli 
Ksleeck  Manufacturing  Co.  will  report.    Shall  I  attend  meeting  Montlay? 
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Now,  here  is  one  from  Rochdale,  Mass.,  under  date  of  August  28, 
from  E.  G.  Carlton  &  Sons,  manufacturers  of  flannels : 

We  niade  a  contract  for  our  steam  coal  this  year,  dated  April  10,  1920,  at  a 
prif'e  of  $4.75  per  net  ton  at  the  mines.  We  have  hud  very  few  cars  on  this  con- 
tract, and  in  June  we  were  notified  that  they  could  not  ship  any  coal  on  this 
contract  on  account  of  conditions.  Thi^  coat  comes  out  of  a  mine  on  the  Penn- 
sylvania Railroad.  We  have  taken  It  up  with  the  coal  dealers  several  times,  and 
in  a  letter  written  August  19  they  »ay  in  part : 

"  Relative  to  shipments  on  contract :  We  are  unable  to  say  anything,  as  there 
is  practically  nothing  in  the  region  except  assigned  cars  for  public  utilities  and 
railroad  fuel.  It  is  the  greatest  disappointment  of  our  life  not  to  be  able  to 
take  care  of  our  contracts  this  year  the  same  as  we  have  done  in  the  past.  It 
is  the  first  year  that  such  a  thing  has  happened,  and  I  assure  you  that  it  is 
absolutely  beyond  our  control." 

We  have  been  buying  this  summer  coal  ranging  anywhere  from  $8.75  to  $11 ; 
have  Just  ordered  this  week  10  cars  at  $10.50  a  ton  at  the  mines. 

Our  public  utilities  here  do  not  require  coal.  Our  industries  all  are  depend- 
ent on  steam  coal,  and  it  has  seemed  to  the  writer  that  we  did  not  want  to  go 
much  later  in  the  fall  without  seeing  an  adequate  supply  ahead  for  the  winter. 

rp  to  the  winter  of  1915-16  we  always  used  a  flrst-class  coal,  for  which  we 
paid  $1.45  per  gross  ton.  During  the  summer  and  fall  of  1916  we  paid  $1.70 
for  the  same  coal.  Up  to  March,  1917,  we  paid  $1.85.  After  that  we  were 
uoable  to  get  coal  from  this  particular  mine,  as  it  was  all  taken  over  for  naval 
purposes.  It  would  not  seem  to  us  that  there  Is  any  good  reason  for  coal 
Cutting  to-day  at  so  Ikrge  an  advance  over  1917  prices;  in  fact,  while  I  am 
writing  this  letter  I  have  had  a  telephone  offer  of  coal  at  $10.50  per  ton. 

If  possible,  the  writer  will  attend  the  hearing  at  the  statehouse  on  Monday. 

We  fumLsh  J.  D.  Clark  Co.,  Comlns  &  Co.,  and  A.  Hankey  &  Co.  with  their 
steam  coal,  and  of  course  we  use  it  at  our  own  plant.  None  of  us  have  coal 
Hunigh  to  carry  us  up  to  winter.  We  have  orders  for  several  hundred  tons 
now  at  a  high  price,  which  we  hope  to  receive,  although  we  get  frequent  notices 
«if  atnfiscatlon  by  the  railroad. 

Here  is  one  from  Turner  Falls,  Mass.,  under  date  of  August  27, 
from  the  Esleeck  Manufacturing  Co. : 

<''»al  .situation  as  follows:  We  have  about  three  months*  supply  on  hand, 
••  'sily  at  from  $8  to  $12-  a  ton.  Keiths  Co.  use  Binl's-eye,  and  fairly  well  sup- 
l'  I'-d.  International  Pai)er  Co.  about  two  weeks'  supply  on  hand.  Orlswold- 
Mile  Cotton  Mill  enough  last  until  February.  Their  consumption  Is  small.  An 
•»-*;i.Hlonal  car  received  on  our  contracts.  Spot  coal  offered  freely  at  from  $10.50 
ut  $11.     We  hax'e  1,500  tons  more  before  cold  weather. 

And  then  follows  a  letter  from  the  same  people,  the  Esleeck  Manu- 
facturing Co.,  also: 

I  wlrwl  you  night  njes.«»aK<»  last  night  briefly  giving  the  condition  in  Turners 

''V.*  have  be€»n  receiving  coal  lately  at  a  high  price  and  very  little  on  our 
••••fi'mrts.  We  have  contracts  for  about  3,000  tons.  On  one  contract  for  300 
'  ••*  we  h«v»»  received  none,  on  another  for  150  tons  we  have  received  none,  on 

•  •  «^»n tract  for  1,500  tons  we  have  received  600,  and  on  one  for  1,000  tons  we 
» rwelved  250.     These  contracts  were  placed  at  $4.50,  $4.25,  and  $7.50  a 

lHHl\iTli*-s  on  contracts  are  pretty  slow  when  the  coal  men  have  been 

•  *"irig  all  the  way  from  $10  to  $12.50  a  ton  at  the  mines. 

Wm  are  only  a  few  months  now  from  snow  and  it  looks  as  though,  unless 

•-»  are  some  drastic  measures  taken,  that  we  will  pass  through  another 

'^  'tpr  prHctlcally  the  same  as  the  last  two.     There  ought  to  be  some  way 

•■    r»«Rtilate  a  matter  of  such  vital  importance  not  only  to  the  industries  of 

^•untry  but  also  to  the  homes  of  the  country. 

Here  is  one  from  Lawrence,  Mass.,  under  date  of  August  27 : 

'♦•  answer  to  your  telegram,  would  say  that  at  the  present  time  we  have 

•  Ml  net  ions  of  coal  on  hand.  This  Is  all  siK)t  coal  boujrlit  at  a  price  of 
'  .'^»  to  $12  net  ton  at  mines;  tidewater  roal  at  $12  to  $1S  at  My.»«tlc.  We  have 
'     tnrut  placed  for  8.000  tons  of  coal ;  have  received  400.    Contracts  not  worth 
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the  paper  they  are  written  on.  Our  consumption  is  about  800  tons  per  month. 
We  need  3,000  tons  more  to  carry  us  through  to  April.  Plenty  of  coal  ofEered 
at  high  prices.  Quality  of  Penn  coal  very  poor.  Ck>ntract  price  for  coal  placed 
at  $4.50  to  $6  at  mines.  Tidewater  contracts — approximately  $11 — ^adds  about 
10  cents  per  yard  to  cost  of  goods.  Extra  expense  involved  In  unloading,  ac- 
count of  24-hour  rule;  also  extra  demurrage  charges.  (The  George  E.  Kan- 
hardt  Corporation.) 

Here  is  one  from  Pittsfield,  Mass.,  under  date  of  Augiist  28 : 

Impossible  for  our  regular  shipping  under  contract  to  furnish  us  sufficient 
coal.  Have  found  it  necessary  to  purchase  spot  coal  at  average  of  $14.50  a 
ton  f.  0.  b.  cars  Plttsfleld  as  against  our  contract  price  of  $6.50  per  ton  f.  o.  b. 
cars  Plttsfleld.  Spot  coal  purchased  was  delivered  promptly,  while  contract 
coal  was  very  much  delayed.  This  was  partially  due  to  the  fact  that  the  rail- 
roads confiscated  large  quantities  of  coal  shipped  us.  Have  approximately  six 
weeks'  supply  of  coal  on  hand. 

That  is  from  the  General  Electric  Co.  at  Pittsfield, 
Here  is  one  from  the  General  Electric  Co.  at  West  Lvnn,  Mass., 
under  date  of  August  26 : 

Since  I  talked  with  you  I  have  looked  further  Into  the  coal  situation*  con- 
cerning which  I  gave  you  oi  ly  my  ^^neral  impressions.  .\s  a  matter  of  fat't  we 
have  on  hand  less  than  7,000  tons  of  coal,  that  is,  less  than  seven  weeks'  stock. 
We  have  gained  only  2,000  or  3,000  tons  In  the  lust  month.  Instead  of  T.OOt) 
toi  s  we  ought  to  have  on  hand  20,000  tons  to-day  if  we  were  In  our  normal 
condition,  and  by  December  1,  if  we  are  going  to  get  through  the  winter  with- 
out a  shut-down,  we  must  have  25,000  or  30,000  tons  on  our  dock. 

We  have  In  transit  some  6,000  tons,  so  that  we  have  on  hand  and  in  transit 
less  than  13,000  tons.  Our  weekly  consuniptlon  Is  about  1,000  tons  at  this  time, 
and  in  the  winter  about  1,800  tons. 

We  are  paying  for  rail  coal  landed  in  Lynn  about  $7.50.  Most  of  our  water- 
borne  coal  Is  coming  on  contracts  placed  two  or  three  monhts  ago.  Our  water- 
born^  coal  will  average  about  $14. 

I  need  not  point  out  to  you  that  with  our  13,0(X)  employee's  a  shutnlown  on 
account  of  lack  of  coal  would  be  a  disaster  to  this  vicinity. 

A  telephone  message  from  the  Taunton  Manufacturers  Associa- 
tion,  to  whom  Mr.  Milliken  referred  my  telegram,  informed  us  that 
the  local  gas  company  is  only  in  possession  of  day  to  day  supply. 
No  coal  ahead  for  the  winter.  In  the  industrial  plants  no  coal  is  com- 
ing in  on  contracts,  reserve  supply  completely  exhausted,  manufac- 
turers buying  spot  coal  at  $13.50  to  $14  per  ton.  Two  Taunton  manu- 
facturers have  had  contract  coal  in  transit  confiscated  by  the  rail- 
roads ;  this  was  bought  at  mines  at  $4  to  $4.60  per  ton,  plus  freight, 
and  they  have  rendered  bills  to  railroad  at  $9.45  per  ton  for  coal 
thus  confiscated,  and  bought  spot  coal  at  $13.50  to  tate  care  of  imme- 
diate wants. 

Here  is  one  from  Florence,  Mass.,  under  date  of  August  28,  from 
the  Cortecelli  Silk  Mills : 

I  wired  you  night  letter  as  follows: 

"  We  have  fair  tonnage,  quality  none  too  good,  can  get  none  on  contract, 
continually  offered  spot  coal  price  ranging  $8.25  to  $12.50.  Twelve  other 
manufacturers  report;  seven  unsatisfactory  supply,  four  satififactory,  one 
uses  wood,  three  receiving  very  little  on  contract,  six  nothing,  prices  range 
$6  to  $14." 

It  is  the  general  opinion  that  there  must  be  something  decidedly  crooke<l  In 
this  whole  situation,  as  hardly  any  coal  can  be  obtained  on  contracts,  while 
there  is  a  pretty  continual  flow  of  spot  coal  at  high  prices,  and  even  Uien  the 
quality  is  unsatisfactory.  We  recently  had  a  car  shipped  in  that  was  nothinjr 
but  dirt.    Of  course,  we  refused  it  and  the  seller  was  out  the  freight  in  addltloa. 
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Here  is  another  one  from  Florence,  Mass.,  under  date  of  August 
27,  from  the  Florence  Manufacturing  Co. : 

We  have  only  a  few  weeks  of  bituminous  coal  on  hand.  Only  three  cars  de- 
livered on  contract  placed  March  80;  last  delivery  June  8.  Have  bought  spot 
coal  at  prices  ranging  from  $10  to  $12.60  in  lots  of  5  to  15  cars  whenever,  pos- 
sible.    General  situation  similar  to  ours. 

Now,  in  every  case  it  is  shown  that  they  can  get  plenty  of  coal  at 
spot  prices,  but  we  can  not  get  contracts  filled. 

The  situation  as  developed  by  Mr.  Ellis  and  Mr.  Tenney,  it  seems 
to  me,  is  going  to  get  infinitely  worse  as  soon  as  these  English  miners 
strike ;  and  unless  there  is  some  control  of  the  exports,  I  think  we  are 
going  to  be  in  quite  a  bad  way.  Of  course,  you  are  familiar  with  the 
density  of  population  and  manufacture  here  in  Massachusetts,  and 
unless  we  can  pile  up  large  reserves  of  coal  during  the  summer  we 
simply  can  not  take  care  of  the  demands  during  the  wintertime ;  but 
you  mow  the  conditions,  Senator,  and  it  is  unnecessary  for  me  to 
dwell  on  them  further.  In  fact,  you  probably  know  them  much  more 
intimately  than  I  do;  but,  in  a  general  way,  it  is  impossible  to  get 
<H)al  in  here  to  any  extent  in  the  wintertime. 

The  Chairman.  As  I  understand  it,  Mr.  Forbes,  you  are  chairman 
of  a  coal  committee? 

Mr.  Forbes.  Yes. 

The  Chairman.  Representing  the  industries  generally  of  this 
State? 

Mr.  Forbes.  Yes, 

The  Chairman.  Can  you  get  for  me  the  names  of  the  coal  con- 
tractors from  whom  these  industries  have  purchased  their  coal  by 
contract? 

Mr.  Forbes.  Very  gladly,  sir. 

The  Chairman.  And  can  you  get  me.  too,  the  names  of  the  men 
from  whom  they  purchased  spot  coal  and  the  prices  they  have  paid 
for  it? 

Mr.  Forbes.  Yes,  sir ;  I  think  so. 

The  Chairman.  Of  course,  we  could  get  that  information  our- 

Mr.  Forbes.  Oh,  I  know  that,  Senator. 

The  Chairman.  Simplv  by  sending  for  them  and  subpoenaing  them 
to  bring  their  papers  an<i  books  here ;  but  I  do  not  wish  to  do  that, 
if  I  can  help  it. 

Mr.  Forbes.  Generally  speaking,  I  think  they  will  be  only  too 
elad  to  fiive  you  the  information. 

The  OiAiRMAN.  Just  explain  to  them  that  I  have  asked  you  to  do 
it.  and  if  there  is  any  question  about  it  just  say  that  the  alternative 
will  be  that  we  will  send  for  their  books  and  bring  them  here,  al- 
though I  do  not  wish  to  do  that.  Frankly,  I  am  trying  to  find  out 
how  many  coal  operators  are  crossing  their  lines,  failing  to  supply 
<'oal  for  one 

Mr.  Forbes.  Yes. 

The  Chairman.  And  then  selling  it  to  Mr.  somebody  else  as  spot 

Mr.  Forbes.  Yes. 

The  Chairman.  That  is  what  T  want  to  find  out,  nnd  it  will  con- 
tribute a  great  deal  to  stopping  this  sort  of  business  in  the  future. 
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Mr.  Forbes.  Yes. 

The  Chairman.  This  committee  has  been  advised  that  there  is  a 
practice  among  some  of  those  coal  men  of  carrying  the  coal  for  a 
number  of  days  in  the  car,  paying  demurrage  on  it,  until  they  can 
dispose  of  it  at  a  price  high  enough  to  make  it  much  more  profitable. 

Mr.  Forbes.  Yes. 

The  Chairman.  And,  as  you  are  probably  aware,  the  Interstate 
Commerce  Commission  has  issued  an  order  recently  intended  to  stop 
that  practice. 

Mr.  Forbes.  Yes. 

The  Chairman.  Have  you  any  information  as  to  whetlier  that 
practice  has  been  stopped  ? 

Mr.  Forbes.  I  could  not  say  directly  as  to  whether  that  praotin* 
has  been  stopped.  You  are  referring  to  Order  No.  11  or  No.  9;  II. 
I  suppose? 

Mr,  Miller.  Order  No.  11  was  the  order  assigning  cars,  in  a  way. 
to  New  England  traffic.  The  order  to  which  oenator  Calder  refers 
was  the  new  or  more  recent  order  by  the  Interstate  Commerce  Com- 
mission giving  the  railroads  permission  to  assess  a  penalty  asrainsl 
the  coal  dealers  for  holding  up  the  cars — a  penalty  of  some  $10  or 
$20  a  day.  A  similar  penalty  was  put  on  lumber  a  year  or  so  ajjo: 
but  the  coal  order  is  only  permissive ;  the  railroads  may  do  it,  if  they 
see  fit. 

Mr.  Forbes.  T  am  not  familiar  with  that,  Mr.  Howie  and  Mr. 
Ellis  could  much  more  readily  answer  that  question;  but,  in  a  gen- 
eral way,  I  understand  that  coal  has  been  coming  in  more  satisfac- 
torily lately,  within  the  last  two,  three,  or  four  weeks,  than  it  had 
been ;  but  we  are  a  long  ways  from  what  we  ought  to  be  still. 

Mr.  Miller.  Taking  a  broad  view  of  this  situation,  what  do  vou 
expect  your  coal  is  going  to  cost  you  delivered  in  New  England  to 
jour  industries  throughout  this  next  winter? 

Mr.  Forbes.  We  hope  it  will  cost  very  much  less  when  your  in- 
vestigation gets  through  than  it  does  now.  I  could  not  make  anv 
guess  at  that,  because  it  has  been  fluctuating  so,  and  going  up  to  such 
unheard  of  prices ;  but  if  you  had  asked  me  six  months  ago  what  the 
price  would  be  to-day  T  should  have  never  guessetl  that  it  would  V»e 
anywhere  near  what  it  is. 

Mr.  Miller.  Can  the  New  England  industries  stand  up  in  com- 
mercial competition  if  this  is  continued? 

Mr.  Forbes.  I  do  not  see  how  it  is  possible,  sir.    There  is  one  tele 
gram  that  I  have  read  which  exactly  answers  that  question — the  one 
from  the  George  E.  Kunhard  Corporation,  one  of  the  larger  mills  in 
Lawrence,  Mass.,  under  date  of  August  27 : 

At  the  present  time  we  havi*  4,0(H)  net  Urns  of  (H)al  on  band.  This  Is  all  spot 
tMal  bou^rht  at  a  price  of  $9.50  to  $12  net  ton  at  mines,  tidewater  et»al  at  ?12 
to  $16  at  Mystic.  We  have  contrait.s  [)la(e<l  for  8,000  tons  of  coal,  have  received 
400:  contracts  not  wortli  the  paper  tliey  are  written  (»n.  Our  consumption  Is 
8(K)  tons  per  month.  We  need  .S.OOO  tons  more  to  carry  us  through  to  April. 
Plenty  of  coal  offered  at  hljrh  prices.  Quality  of  Penn  coal  very  poor;  contract 
price  f()r  coal  placed'at  $4..50  to  $5  at  mines.  Tidewater  contracts  approximately 
$11  adds  about  10  cents  per  yard  to  cost  of  poods.  Extra  exfiense  involved  In 
unloading:  account  of  24-hour  rule,  also  extra  d.emurrage  charges. 

Answering  your  question,  I  do  not  see  how  the  New  England  in- 
dustries can  possibly  stand  up  and  compete  on  the  basis  of  what 
they  are  paying  for  coal  now. 
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The  Chairman.  Is  there  anything  further  that  you  wish  to  say  to 
till*  committee,  Mr.  Forbes? 

Mr.  Forbes.  I  think  not,  sir.  I  think  that  covers  it  from  our 
standpoint. 

The  C^HAiRMAN.  The  committee  is  very  much  obliged  to  you,  sir, 
for  coming  here. 

Mr.  F0RBE8.  Xot  at  all,  Senator;  it  has  been  a  pleasure. 

Mr.  XicHOLS.  Mr,  Chairman,  we  will  now  hear  from  Mr.  Steams, 
vice  president  and  general  manager  of  the  Eastern  Massachusetts 
Street  Railway  Co. 

STATEMENT  OF  ME.  BOBEBT  B.  STEABNS,  VICE  PBESIDENT  ANB 
OEHEBAL  MANAOEB  EASTEBN  MASSACHUSETTS  STBEET  BAIL- 
WAT  CO.,  HO.  1  BEACOH  STBEET,  BOSTON,  MASS. 

Mr.  Stearns.  Mr.  Chairman  and  gentlemen,  I  am  here  as  a  repre- 
sentative of  our  companies,  the  Eastern  Massachusetts  Street  Rail- 
way Co.,  which  is  the  largest  street  railway  company  in  New  Eng- 
land, and  is  now  in  the  hands  of  public  trustees,  after  a  receiver- 
ship. 

Ihave  also  been  requested  by  the  secretary  of  the  American  Elec- 
tric Railway  Association  to  represent,  in  so  far  as  it  may  seem 
proper,  the  electric  railways  in  this  territory  in  this  matter. 

The  electric  railways  in  New  England  are,  as  is  quite  well  known, 
in  a  very  bad  financial  situation.  The  Boston  Elevated  has  gone 
ihniugh  a  financial  panic  and  is  now  in  the  hands  of  public  trustees 
under  a  guaranty  by  the  State.  The  Eastern  Massachusetts  Street 
Kailway  Co.  is  in  the  hands  of  public  trustees,  without  a  guaranty 
frf»m  the  State. 

Of  the  1>25  miles  of  street  railways,  we  have,  because  a  lO-cent 
fare,  which  is  the  fare  charged  on  the  system,  is  inadequate,  closed 
•lown  some  I80  miles  of  track. 

Now,  what  I  have  to  say  about  the  coal  situation  with  respect  to 
'lur  company  I  think  applies  with  ecjual  force  to  practically  all  the 
street  railways  in  New  Il.ngland. 

(>n  April  1  our  contract  for  coal  expired.  We  use  about  160,000 
tons  a  year.  We  did  operate  10  power  plants:  we  have  closed  down 
'^  «»f  them.  Our  consumption  now  is  about  151,000  tons.  As  I  said, 
'>ri  April  1  our  contract  for  coal  expired.  At  that  time  tho  coal  was 
•  ..spd  upon  a  price  of  $2.30  at  the  mines.  About  55  per  cent  of  our 
♦'■^1  is  tiilewater,  or  rail  and  water,  rather,  but  tidewater  at  destina- 
rion.  The  balance  of  the  coal  is  all  rail.  We  were  paying  $2.30  at 
tiii^  mines,  and  that  cost  somewhere  between  $6.50  and  $7.50  a  ton. 
^}i<»rtly  l>efore  the  1st  of  April  we  were  advised  that  we  could  make 
i*\\  contracts  at  a  little  more  than  twice  the  price  of  coal;  that  is, 
aUmt  $6  a  ton  at  the  mines.  We  refused  to  do  that,  because  we  had 
••n  hand  some  six  or  eight  weeks'  supply.  We  continued  to  receive 
cmI  in  small  allotments  and  worried  along  through  April  and  Mav 
iu*\  part  of  June,  when  we  were  in  desperate  straights,  because  aO 
ne  could  do  was  to  pay  from  $14  to  $16  a  ton  for  coal. 

NoUwly  would  make  a  contract  with  us.  I  communicated  with  a 
^•'NhI  mahv  of  the  street  railway  people  as  to  their  experience,  and 
found  that  it  was  substantially  the  same  as  ours.    Information  was 
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>^mU  to  tilt*  American  Electric  Railway  Association  explaining  the 
sitiunioiu  Had  they  received  similar  information  throughout  other 
>^»cuoiis  oi  the  eastern  territory,  and  they  had  representatives,  I  be- 
ho\  t\  iniei>»t>t  themselves  in  the  situation  at  Washington.  At  that  time 
\i  s^KiiK'il  liiat  the  only  remedy  for  this  situation,  which  was  a  pan- 
Ktvv  tuarket.  was  to  interest  the  local  authorities  and  the  Representa- 
ti\cj>  .it  \V:ii>hiiivrton.  We  undertook  to  do  that.  At  the  suggestion 
v>i  vuir  i»iiblio  trustees^  I  sent  this  telegram,  which  I  would  like  to 
tvuvi  uv>\v,  Invause  I  think  it  clearly  states  the  situation  as  it  existed; 
liiivi  I  \\t»uM  then  like  to  supplement  this  just  a  bit.  This  was  a  tele- 
:;uiai  lo  a  number  of  Senators  and  Representatives,  and  also  to  all 
luo  luuuHs  and  chairmen  of  the  town  boards  in  our  territory.  We 
ojvikU'  into  :i^  cities  and  63  towns  in  Massachusetts,  as  I  said  before. 
N\  ah  M>iue  iKH.)  miles  of  track.    This  telegram  reads  as  follows: 

s^tPi'^uuHUiM^  luforination  which  you  already  have  with  re8i>ect  to  the 
ou'.Mai  ai^tiorahU'  aiul  ruinous  coal  prices.  Eastern  Massachusetts  Street  Rail- 
>\.i,\  r«« .  t>t»\rattii>!:  over  800  miles  of  street  railway  under  direction  of  live 
i.u.»'.tv  iiuM^vjc  lu  the  Interest  of  preserving  transportation  facilities  at  rea*>n- 
.»l»ti-  J  a  ION  ihroiitfhout  the  greatest  part  of  eastern  Massachusets,  is  n©w  com- 
iK.iisl  i»»  \*ii>  ^Wm^  \^T  ton  for  tidewater  bituminous  coal,  with  assurance  tlmt 
iMMvx  will  atUamv  to  $16  next  week.  Under  all  known  facts  as  to  the  fair 
uiu  uio»n;»i»io  \.\»8t,  including  shipping  board  water  and  rail  rates,  price  should 
'iv'i  o\%\H\l  ^*v75  iHT  ton.  We  are  unable  to  obtain  any  reasonable  ftrm  price  cou- 
11..V.S  uiul  twv  iHMuiielled  to  buy  coal  at  arbitral^  and  at  prohibitive  prices  to 
ivtA  p  out  10  jK»wer  plants  running.  This  company  uses  thousand.s  of  tons  [yet 
uuiuuj.  <.\»*U  bunkers  are  practically  empty.  Fifteen  to  sixteen  dollar  coal  xvill 
ivM  MvKKM^vKV  a  year  to  operating  expenses  which  are  now  so  inflated  that 
uiaux  inik'{<  \»tf  track  on  this  system  ser\'lng  thousands  of  citizens  must  he 
nU..i  vii'vwi  \t  these  prices  continue.  We  can  not  too  strongly  snipijort  all  the 
M.iu  uiojan  >o«  have  made  as  to  this  shameful  coal  situation  and  are  ready  to 
Mi*.%*  inir  a»u»pialnt  with  evidence  when  and  where  the  same  will  be  of  value. 

lM>.a  was  stMit  under  date  of  May  29,  1920.  A  great  many  replies 
wvM  V  l«  i^l  U>  that,  but  it  would  be  useless,  I  think,  to  read  them,  except 
u>  M*\  U\»t  tme  reply  was  received  from  Senator  Lodge,  from  which 
I  \v\M'Ul  Ukt^  to  read  merely  a  paragraph : 

k  H.*\^  rtH^MvcHl  your  telegram  of  the  29th.  I  need  hardly  say  that  I  en- 
i.%.>   ^i»^v\'«vlate  the  gravity  of  the  coal  situation  in  New  England  and  have 

«  .\.v»\  ^\Ken  the  matter  up  with  the  Interstate  Commerce  Commission  to  »« 
vv...*'   v\U\  bo  done  to  afford  the  needed  relief.     I  shall  take  great  pleasure  in 

.«\  fc  >>Mir  tX)nununicatlon  before  them.  Meantime,  I  Inclose  a  copy  of  a 
\>   N '   wt^ioh  t  have  received  from  the  commission  and  which  you  may  be  glad 

\\\:\{  is  signed  "H.  C.  Lodge."  Now,  here  is  a  letter  under  date 
v^i  \i,^v  l)'"^*  1920,  signed  by  Mr.  Edgar  E.  Clark,  chairman  of  the 
\\\<oi^(uto  Commerce  Commission: 

\'bo«v>  Is  no  disputing  the  fact  that  the  fuel  situation  in  the  country  Is  In 
^\op1ot;d>le  tnmdltlon  and  the  necessities  of  various  localities  are  most  acute. 

In  pn^war  days  the  New  England  supply  of  coal  moved  largely  from  tlde- 
>\-nov  poUs  such  as  Hampton  Roads,  Baltimore,  and  Philadelphia  by  water. 
Vb»^  VMtes  >Nere  lower  that  way  than  they  were  all  r&il.  During  the  war  the 
prl^N^  »>f  water  transportation  increased  so  much  that  the  rail  and  water  rates 
b,MStnio  s\ibsinntiaMy  higher  than  tiie  all-rail  rates.  A  very  vigorous  effort 
>\rts  m:ule  to  supply  New  England  with  the  result  that  when  the  armistlo?  wns 
^icnod  then*  was  an  unusually  larpe  supply  on  hand  in  that  section,  Ship- 
\\\\H\is  Imtnedlateiy  fell  off  to  almost  nothing.  Now  there  is  a  serious  shortagt* 
Hud  every  rt»asonable  effort  is  being  made  to  relieve  it. 

The  transportation  act  confers  upon  the  commission  broad  powers  with 
n^ifonl  to  service  and  preferential  movement,  I  confess  that  I  am  not  entirely 
nMtlsfliMl  that  we  have  power  to  prohibit  export  shipments  in  order  to  enlargi* 
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the  domestic  supplies  unless  it  can  be  fairly  based  upon  a  transportation  emer- 
gency. Your  correspondent  thinlcs  that  If  export  coal  were  embargoed  some- 
thing more  than  a  million  tons  of  coal  per  month  would  be  turned  to  New 
England  by  water  from  Hampton  Roads*  not  to  mention  what  would  be  the 
consequence  of  such  an  embargoed  flow  from  Baltimore  and  Philadelphia.  I 
am  not  sure  that  this  result  would  follow.  The  export  coal  is  what  is  com- 
monly called  spot  coal  and  purciiasers  of  it  are  bidding  for  higher  prices  than 
underlie  the  contracts  for  domestic  coal.  If  export  coal  is  embargoed  the  spot 
poal  will  move  to  those  places  where  the  highest  price  can  be  secured. 

We  should  be  very  glad  indeed  to  see  New  England  amply  supplied  with 
coal  and  to  see  that  supply  moved  up  by  water  from  the  tidewater  ports,  because 
there  is  every  reason  to  desire  relief  from  the  badly  congested  condition  of  the 
railroads.  What  I  have  said  with  regard  to  the  effect  of  embargoing  export 
coal  is  I  think  confirmed  by  what  your  correspondent  says  with  regard  to  the 
responses  to  the  requests  of  the  Navy  for  bids  for  coal. 

largely  as  a  jvsult  of  the  strike  in  the  bituuiiiious  coal  urines  last  winter 
larirt*  qmuitlties  of  coal  were  niovwl  from  the  Kast  to  the  West  out  of  the 
normal  current  of  traffic  and  of  trade.  When  the  men  resumed  work  under 
the  agreement  to  abide  by  the  decision  of  the  Bi luminous  Coal  Commission  a 
;:reat  deal  of  this  coal  sent  to  supply  imperative  needs  and  avoid' suffering  and 
«.i.stre>s  was  refuse*!  by  tlie  eonsiimees  beoMUse  ch«»ni>er  coal  could  then  be 
l>ur«*hn>ed  nearer  at  h<»nu\  This  hJMl  the  efl'err  of  very  seriously  delaying  a 
lar',:^*  nunrt>er  of  cars,  and  the  rallronds  have  been  strujrglinc:  with  the  effort 
to  secure   relocation   of   these   oars;    in   other   words,   get    them    sent   to   the 

•  astern  roads,  where  they  ar<^  badly  needed  for  fuel  movement  and  where 
liei-ause  of  our  shortage  bituminous  mines  are  T)rodu(Mnff  much  less  than  they 
Would  otherwise  pro^luce.  The  carriers  finally  dtHMde*!  that  they  were  unable 
to  effect  this  movement  without  the  support  (»f  a  service  <»rder  by  this  com- 
ciis>ion.  Several  days  ago  we  issued  such  (irder,  and  at  tla*  present  moment 
lanre  nunit>ers  of  empty  eoal  cars  are  moving  from  the  western  roads  to  the 
ejiMern  niads,  frequently  in  train  loads,  and  this  movenienr  Is  to  continue  from 
tia\  to  day  until  some  3(K(KK)  rmpty  conl  cai's  have  been  so  relocated.  This 
«Kil:lit  to  improve  the  sltuatinn.  I  may  mention  th:it.  in  lik«»  manner  we  are 
rokK-atlnp  some  20,CXK)  empty  hov  cars  by  scndinjr  them  from  the  eastern  roads 
to  the  western  roads. 

It  U  true  that  we  authorized  the  use  of  a^^slgued  cars  lor  the  radroad  fuel. 
This  Is  the  policy  whh*h  obtalnwl  und<  r  a  derision  cf  iV.e  coniinlssicai  made 
'*«»nie  12  years  ago.  contested  by  the  railnmiN  aiul  Mistained  by  ilu»  Supreme 

•  Vmrr.  until  during  the  war  the  Uailroad  Ad!iiiiMsirati<»n  set  it  aside.  It  rests 
oi«on  the  fundamental  prln<Mr»le  and  fact,  whirU  noi  r  ran  deny,  that  the  rail- 
r«»8d  must  have  fuel  or  It  can  serve  no  one. 

I  do  n<»t  understand  th«»  rjltticulties  \n1i!«1i  your  c«»rres]n>rHU  nt  portrays.  In 
general  his  letter  shows  a  full  appre«laTl<ii.  of  th"  eau-es  for  the  present  situa- 
tion I  am  lncl!n<Hl  to  rhlnk  that  he  and  others  ra liter  exaggerate  the  inr- 
pftrtance  of  the  volume  of  movement  of  exTMTt  enal.  of  c(Kirse.  a  ndlllon  tons 
a  nnrnth  Is  a  large  amount  when  tliere  i>  an  aeutc^  sliirtaire,  but  It  is  a 
Mnall  ii*»rcentage  of  the  normal  pnidmiion  wIumi  the  nii.e<  arc  fairly  suppliefl 
Hith  curs  and  the  ndners  are  at  work. 

In  ad<litlon  to  the  relo<»«tloii  of  cars,  to  whi<h  1  Ikinc  icferred.  we  have 
Ksiied  a  .Hervlee  order  dlrei'tinu'  the  remurin^  of  firli^lit  via  ojkmi  routes  when 
tUf  routes  desisfiattnl  In  the  billinv  are  congestetl  nnd  the  freight  is  unable 
to  move  promptly. 

We  have  organlze<l  committees  at  the  more  Important  commercial  and  rail- 
fiad  centers  of  the  country  consisting  of  an  employee  of  the  commission,  an 
omdal  of  the  railroads,  and  a  representative  of  the  shippers.  These  committees 
.ir*^  actively  engageil  on  the  grcmnd  in  doing  everything  they  can  to  facilitate 
tie  movement  of  freight  and  the  release  of  cars,  and  the  situation  Is  being 
«-.*»!«?ly  and  carefully  watched  under  an  organization  that  is  prepared  to  deal 
'nnn  day  to  day  with  new  conditions  or  developments.  There  is  a  shortage  of 
*nuipin«nt  due  to  the  fact  that  during  the  war  period  the  units  of  cars  acquired 
••hi  not  equal  the  normal  number  of  retirements.  The  railroads  find  It  ex- 
rremely  difficult  to  finance  the  acquisition  of  new  equipment.  We  are  endeavor- 
nr,  with  due  regard  to  business  prineiftU-s.  to  ntili/e  the  fuel  i)rovided  for  loans 
•••  nllmads  under  our  I'ertlflcntes  In  the  transi)ortation  act.  We  are  doinic  and 
•*iall  do  ererythlnff  humanly  possible  to  get  the  Idirhest  decree  of  efficiency  out 
«'f  the  artllable  facilities,  but  under'the  ver>  best  that  can  be  done  there  will 
r^  ifMurily  be  Inconvenience  and  a  shortage  o(  effective  transportation  as  long 

»15— 21— VOL  1 33 


i 


512  RECOXSTRUCTION   AND   PRODUCTION. 

as  the  Yuluuie  of  business  offers  and  until  the  railroads  can  get  to  a  more 
effective  basis  of  operation  and  secure  the  construction  of  additional  equipment 
Your  correspondent  Is  entirely  correct  in  saying  that  the  switchmen's  strike 
that  has  been  on  for  a  number  of  weeks  has  interfered  much  more  with  the 
movement  of  traffic  than  the  public  generally  appreciates.  Many  roads  are 
operating  far  below  normal  due  to  their  inability  to  secure  men  to  perform  the 
switching  service.  They  are  also  handicapped  by  inability  to  get  men  in  their 
machine  shops  and  car  works  to  make  Repairs  upon  equipment. 

Presumably  the  Railroad  Labor  Board  will  in  the  not  distant  future  hand 
down  decisions  on  the  wage  questions  that  are  before  it.  If  they  grant  sob- 
stantlal  increases  in  wages,  it  is  quite  probable  that  more  men  will  be  attracted 
to  the  railroad  service;  but  there  is  another  side  to  that,  and  that  Is  that 
operating  expenses  of  the  railroads  will  be  correspondingly  increased,  and  their 
demand  for  further  increase  in  rates  to  compensate  them  for  this  Increased 
expenditure  will  not  be  very  welcome  to  a  considerable  part  of  the  shipping 
public.  The  general  sentiment  of  the  country  Is,  I  think,  in  favor  of  granting 
the  general  increased  rates  that  are  necessary  under  existing  conditions.  That 
is  evidenced  by  thousands  of  expressions  that  come  to  us  and  by  the  Indications 
that  opposition  to  the  proposal  will  be  voiced  In  the  proceedings  now  In  progress 
before  us  by  only  a  Hmite<l  group  or  number  of  shippers. 

That  was  the  inclosure  referred  to  in  the  letter  from  Senator 
Lodge. 

Following  that  we  got  into  a  very  serious  situation  through  the 
lack  of  coal.  We  were  so  short  of  coal  that  we  were  seriously  con- 
sidering serWng  the  usual  one  week's  notice  of  a  shutdown  of  certain 
of  our  lines.  Singularly  enough,  just  as  we  were  about  out  of  coal 
from  time  to  time  some  good  Saniaritnn  would  come  along  and  sell 
us  coal  around  $14  a  ton. 

Mr.  Miller.  That  is,  spot  coal  ? 

Mr.  STEARNS.  Yes:  many  shipments  of  coal  were  oifered  to  us;  but 
we,  of  course,  refused  them,  because  we  could  not  pay  the  price.  The 
result  was  about  as  follows:  We  made  a  sort  of  a  letter  agreement 
with  two  concerns,  who  had  theretofore  been  shipping  coal  to  us, 
that  we  would  buy  coal  from  them,  at  a  price  unnxed,  it  being  our 
privilege  to  refuse  to  take  the  coal  if  we  thought  the  price  was 
unsatisfactory. 

Those  two  concerns  have  treated  us  very  fairly,  although  we  have 
been  obliged  to  pay  very  large  prices  for  coal ;  and  at  no  time  have 
we  been  able  to  accumulate  more  than  between  11,000  and  12,000  tons 
of  coal,  and  our  monthly  consumption  is  about  13,000  tons. 

We  have  on  hand  now — that  is,  we  had  on  hand  on  July  10 — 11,856 
tons  of  coal.  We  have  on  hand  to-day  11,255  tons  of  coal.  At  one 
power  plant  we  have  but  five  days'  supply,  and  we  have  deemed  it 
unwise  to  continue  to  operate  or  to  hold  out  any  assurance  that  we 
could  continue  to  operate  when  we  had  less  than  seven  days'  supply, 
because  we  are  required  by  law  to  give  a  seven-day  notice  of  a  dis- 
continuance of  the  lines;  but  we  have,  notwithstanding  that,  gone 
below  the  limit. 

At  another  power  plant  we  have  but  six  days'  supply.  At  our 
largest  power  plant,  which  consumes  about  one-third  of  the  oosl, 
we  have  but  13  days'  supply  of  coal;  and  so  we  are  continuing  to 
live  from  hand  to  mouth. 

In  June  and  July — ^the  earlv  part  of  July — we  sent  our  purchas- 
ing agent  on  a  trip  of  two  or  three  weeks  to  the  coal  district  to  ascer- 
tain the  cause  ana  to  gain  as  much  information  as  he  could,  and  he 
found  that  substantiafly  what  Mr.  Tenney  and  Mr.  Ellis  have  said 
here  was  true — that  in  so  far  a.s  we  could  ascertain,  if  we  could  be 
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:--iired  of  a  car  price,  and,  second,  if  export  coal  were  restricted  or 
limited,  to  say  nothing  of  some  regulation  of  the  prices,  we  could 
'io|>e  to  worry  through  with,  perhaps,  coal  at  between  $6  and  $7  at 
the  mines. 

Mr.  Mtixeb.  May  I  ask  you  if  you  know  how  much  the  Canadians 
ue  paying  for  their  coal  at  the  mines? 

MT,  Steabks.  Personally  I  do  not  know. 

Mr.  Miller.  Do  you  know,  Mr.  Howie? 

Mr.  Howie.  I  have  heard  it  said  that  it  was  $7.50  or  $8  a  ton; 
t^ut  is,  under  the  Lake  order.  ^ 

-Mr.  Miller.  What  are  you  paying,  Mr.  Steams? 

Mr.  Stearns.  We  are  paying'  from  $6  to  $7  at  the  mines  since 
Mi.ler  No.  9  of  the  commission  has  been  in  effect. 

Mr.  Miller.  But  that  is  for  all-rail  coal? 

Mr.  Stearns.  Well,  it  makes  some  little  difference.  We  are  pay- 
-nj:  S7.71  per  ton  at  the  mines  for  all-rail  coal  which  goes  to  the 
in'rth  of  lioston.  We  are  paying  $7  for  all-rail  coal,  of  a  slightly 
!"\ver  grade,  which  goes  to  the  north  of  Boston.  We  refused  to  pav 
^r.75  to  the  same  party,  because  we  felt  that  it  was  unwarrantea. 
^^V  may  have  to  pay  it  when  we  get  down  to  the  lowest  level,  in 
•>r«l<»r  to  keep  running.  We  are  paying  now,  or  are  just  receiving 
-^ me  roal  at  $6  per  ton  at  the  mine,  which  is  water  coal.  We  also 
'.•'I  recently  $7.25  per  ton  at  the  mines  for  water  coal  at  Chelsea. 
T!  at  coal  has  been  delivered  to  us  upon  these  two  letters  of  agree- 
ment, as  I  stated,  where  the  price  was  not  fixed,  but  where  the  coal 
'♦liters  assured  us  that  if  we  could  get  the  cars  we  would  be  taken 

^n-  of  at  as  low  a  price  as  *hey  could  obtain.  And  that  is  the  re- 
s'.It — that  we  have  no  more  coal  now  than  we  had  in  June.    We 

■  1^0  .ibout  three  weeks'  supply  of  coal. 

*  Hir  coal  storage  amounts  to  60,000  tons.  We  should  have  60,000 
^  ij>  by  the  1st  of  October  to  tide  us  over,  if  the  experience  of  past 

•  1 1  rs  is  any  criterion,  for  this  next  winter;  and  if  we  are  limited 
^'  from  three  to  four  weeks,  or  even  to  60  days'  supply  of  coal,  my 
' :  Tiion  is  that  it  will  he  a  verv  serious  situation  in  the  electric  railwav 
•'•i'.^-TMjrtation  business  here.     Of  course  a  winter  like  last  winter 

•'  .11  completely  stop  the  service. 

^''»w,  you  have  inquired  somewhat,  as  I  have  listened  here,  into  tlie 
rn''»'s,  and  therefore  if  you  had  just  as  soon  I  will  take  a  moment 

•  ''xplain  some  of  these  prices:  All  rail  coal  to  the  north  of  Boston 

•  the  vear  1916  was  4.42,  delivered;  in  1917  it  was  4.55,  delivered; 
'.  I^IS  6.20,  delivered ;  in  1919,  6.63,  delivered ;  and  in  1920,  up  to  the 

■  *t  of  April,  7.08,  delivered.  Then  we  worried  along  througn  April 
'F'i  May  with  some  spot  coal,  and  consuming  the  coal  that  we  had 

•  .rihase<]  in  the  contract,  some  of  the  contract  coal  having  been  de- 
■ '*•'!♦  thst  came  in  in  April,  and  the  price  in  April  was  8.69,  de- 

-rwl:  in  May,  9.14:  in  June,  10.28;  and  in  July,  16.73.    The  coal 

•  V  which  we  are  getting  under  Interstate  Commerce  Commission 
'  '  !»'r  Xo.  9,  because  we  are  able  to  get  cars,  is  costing  in  the  neigh- 

•  ••od  of  12.14,  all  rail,  at  the  same  point.  The  effect,  therefore,  of 
'  '"-vtate  Commerce  Commi.ssion  Order  No.  9  has  been  to  reduce  the 

>  of  the  coal  from  16,73  to  12.14. 
^U   MfiJXR.  And  yet  the  Canac^ians  are  getting  it  at  $8. 
^!r.  .^rnARKa.  T  do  not  know  what  they  are  paying,  T  am  sure.    Xow, 
♦*  th«*  all-water  coal,  that  has  been  a  little  different  situation,  but 
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it  is  substantially  the  same,  because  the  difference  is  so  slight;  a 
dollar  or  two  per  ton  of  coal  does  not  seem  to  have  very  much  mean- 
ing to  anybody  any  more.  Whereas,  in  1916  we  were  paying  4.42 
for  all-rail  coal  north  of  Boston,  and  for  tidewater  delivered  soutti 
of  Boston  at  our  largest  plant  it  cost  2.90,  delivered.  In  1917,  3.26; 
in  1918,  3.49;  in  1919,  5.65;  in  1920,  6.80.  Now,  in  1920,  ending 
April  1,  the  base  price  of  that  coal  was  2.30.  The  rest  of  it  was  con- 
sumed in  additional  rail  and  water  rates.  In  April  of  this  year,  at 
that  plant,  it  was  9.41 ;  in  May,  13.62,  and  that  was  caused  by  the 
fact  that  we  got^a  little  of  contract  coal,  but  most  of  the  coal  was 
spot  coal.  In  June  it  was  practically  all  spot  coal,  at  14.58 ;  and  in 
July,  12.47.  Since  that  time,  under  Interstate  Commerce  Commission 
Order  No.  9,  we  have  been  able  to  get  that  coal  for  12.21,  under  the 
new  rates. 

Mr.  Miller.  That  is,  12.21  for  rail  and  water  ? 

Mr.  Stearns.  Yes;  delivered. 

Mr.  Miller.  As  against  how  much  all  rail  ? 

Mr.  Stearns.  As  against  12.04 

Mr.  Miller  (interposing).  The  last  figure  you  gave? 

Mr.  Stearns.  Yes;  12.14.  Now,  that  is  based  upon  the  new  rail- 
and- water  rates;  that  is,  with  the  20  per  cent  added  for  freight;  but 
prior  to  that  time  the  coal  cost  about  90  cents  a  ton  less  than  that— 
11.30.  We  have  paid  as  high  as  $18  and  $17.  I  think  $18  is  the 
highest  price  we  have  had  to  pay  in  order  to  keep  our  system  going 
until  the  arrival  of  Interstate  Commerce  Commission  Order  No.  9. 
Now,  those  facts  will  indicate  the  interest  that  the  electric  railways 
of  New  England,  outside  of  our  own  company,  have  in  this  hearing. 
We  would  be  very  greatly  injured,  we  would  be  seriously  injured  from 
a  financial  standpoint  and  undoubtedly  would  be  obliged  to  discon- 
tinue more  service,  because  it  is  impossible  to  raise,  we  believe,  the 
fares  above  the  charge  now  of  10  cents,  unless  order  No.  9  were 
continued,  and  we  hope  that  it  can  be  broadened  so  that  at  least  we 
may  be  able  to  continue  under  that  order  for  a  period  of  time  suffi- 
cient to  store  not  less  than  90  days'  supply  of  coal.  I  believe  that 
is  absolutely  essential  in  the  light  of  our  experience  with  weather 
conditions  here,  particularly  on  tidewater  coal. 

Now,  as  to  whether  the  remedy  should  be  an  embargo  on  export 
coal  or  on  profiteering,  T  do  not  undertake  to  pass  on  that;  but  1  do 
wish  to  leave  with  you  a  vivid  picture  of  the  very  serious  situation 
that  I  know  the  electric  railways  are  confronted  with  to-day  here, 
if  we  can  not  get  coal.  We  are  not  only  paying  practically  twice  as 
much  as,  in  my  opinion,  we  ought  to  pay — at  least  75  per  cent  more — 
but  we  are  going  to  be  up  against  a  very  serious  situation  the 
moment  bad  weather  comes  on.  New  England  is  notorious  for 
weather  conditions  clogging  up  the  rails  and  choking  up  the  chan- 
nels, particularly  where  a  barge  has  to  come  through  the  Cape  Cod 
Canal. 

Mr.  Miller.  The  committee  would  like  to  receive  from  you,  ilr. 
Stearns,  the  names  of  the  parties  from  whom  your  coal  was  bought 
at  high  prices  and  the  names  of  the  parties  who  refused  to  carry  out 
their  contracts  with  you. 

Mr.  Stearns.  Yes;  I  have  that  information,  but  I  will  not  burden 
you  with  it  now.   I  will  be  glad  to  submit  that  later. 
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The  Chairman.  Thank  you  very  much,  Mr.  Stearns. 

Mr.  Steabns.  Thank  you,  sir;  Senator. 

Mr.  Nichols.  With  the  committee's  permission,  we  will  now  leave 
tlie  coal  situation  for  a  moment,  and  take  up  the  matter  of  general 
construction,  and  we  will  call  three  witnesses  and  then  close  lor  the 
day.  The  first  witness  will  be  Mr.  Henry  L.  Bond,  of  Waldo  Bros.  & 
Bond  Co.,  building  materials,  Boston. 

A  Voice.  He  is  not  here,  Mr.  Nichols. 

Mr.  Nichols.  Is  Mr.  J.  W.  Rollins,  of  Holbrook,  Cabot  &  Rollins, 

(No  response.) 

Mr.  Nichols.  Is  Mr.  Edwin  P.  Bliss,  of  H.  P.  Converse  &  Co., 
here? 

STATEMENT  OF  ME.  EDWIN  P.  BLISS,  REPBESENTINO  H.  P.  CON- 
VERSE ft  CO.,  BOSTON,  MASS. 

The  Chair3ian.  Mr.  Bliss,  what  is  your  business,  please? 

Mr  Bliss.  Contracting;  the  firm  of  H.  P.  Converse  &  Co. 

The  Chairman.  Building  contractors? 

Mr.  Blisn.  Heavy  foundations,  bridge  work,  and  piers — construc- 
tiHH  work. 

Tlie  Chairmax.  Your  concern  does  not  build  houses? 

Mr.  Bliss.  No,  sir. 

Tho  Chairman.  That  is  to  say,  residences? 

Mr.  Bliss.  No,  sir. 

The  Chairman.  You  are  engaged  in  construction  work  here  now 
:n  the  city  of  Boston? 

Mr.  Bllss.  We  are  engaged  particularly  in  building  the  Spring- 
*^1<I  and  West  Springfield  Bridge  across  the  Connecticut  River  at 
Springfield.  Mass. 

The  Chairman.  T  think  we  have  heard  of  that  bridge  before. 

Mr.  Bli»<s.  I  think  so,  sir. 

Thf  Chairman.  And  if  I  recall,  our  committee  has  asked  the  rail- 
'•':i»i  iMiiple  to  supply  you  with  building  materials  for  this  bridge? 

Mr.  Bli.^.n.  Wc  have  luid  a  very  preat  deal  of  difficulty  in  securing 
'•i\  tnins]Kirtation  of  either  matonals  or  equi])ment  for  that  work. 

The  CHAurMAN.  My  recollection  is  that  that  was  called  to  the 
•tt«  ntion  of  Mr.  Miller,  who  is  associated  with  the  committee? 

Mr.  Bli>>-   Yes. 

riie  Chaikman.  And  when  Mr.  Willard,  who  is  president  of  the 
I'tliimore  &  Ohio  Railroad  Co.,  was  a  witness  l)efore  our  committee 
r  New  York  recently,  he  insisted  that  necessarv  work  was  not  being 
'•' '  i  up,  but  we  called  his  attention  to  your  bridge  particularly. 

Mr.  BliSv**.  Yes. 

Trit*  CnAiR3fAN.  And  he  promised  us  that  he  would  see  to  it  that 
'    :r  mati'rials  were  sent  to  you  promi)tly.     Has  that  been  dcme? 

Mr.  Blis^.  We  have  not  any  evidence  that  it  has  been  dime  yet. 
li  Ti*  has  been  some  movement  or  some  evidence  of  activitv  in  the 
ir-sfrvice  department  and  others,  ])reliminarv  to  placing  cars, 
'  *  we  have  not  actually  seen  any  definite  results  as  yet. 

IIip  Chairman.  And  you  would  like  for  us  to  call  it  to  Mr.  Wil- 
trJa  ftttention  again,  would  you? 
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Mr.  Bliss.  Yes;  I  have  a  letter  prepared  here  particularly  for  that 
jjurjoose  to  Mr.  Miller  [handing  paper  to  Mr.  Miller]. 

The  Chairman.  Thank  you,  Mr.  Bliss.  We  will  follow  it  up  for 
.you. 

Mr.  Bliss.  And  I  have,  for  your  convenience,  sir,  prepared,  and 
will  leave  with  3'our  secretary,  a  digest  of  the  correspondence — all 
the  correspondence,  practically — that  we  have  had,  including  tele- 
grams, telephone  communications,  etc.,  with  railroad  ofBcials,  sliip- 
fers,  and  other  agencies  attempting  to  expedite  these  shipments, 
n  this  record  you  will  find  almost  all  th^  various  varieties  of  diffi- 
culties experienced  by  building  contractors  who,  perhaps,  would 
like  to  be  here  to  speak  for  themselves;  but  some  01  the  difficulties 
may  be  attributed  to  the  general  conditions  of  the  railroads,  be- 
ing unable  to  furnish  100  per  cent  of  transpoi*tation,  while  otiier 
difficulties,  we  think,  were  encountered  which  never  should  have 
happened;  and  that  is  what  we  understand  that  your  committee  is 
going  into. 

We  would  respectfully  direct  your  attention  to  five  particular 
phases  of  the  situation :  One  is  the  time  required  to  get  an  authori- 
zation to  ship;  secondly,  the  method  of  the  issuance  of  authority 
to  ship ;  third,  the  failure  to  coordinate  authorizations  to  ship  with 
orders  to  spot  cars  for  shipments;  and  fourth,  the  inflexibility  of 
orders  that  require  cars  actually  set  for  loading,  and  partiallv  or 
fully  loaded,  to  be  unloaded,  thus  adding  to  the  expense  of  the  ship- 
per and  postponing  the  movement  of  the  freight;  and  fifth,  the 
assigiunent  of  100  per  cent  of  the  cars  of  a  type  to  any  one  priority. 
I  do  not  know  that  you  will  be  interested  in  it.  Senator,  but  T  have 
jotted  down  some  suggestions  here,  and  I  have  given  the  secretary 
a  copy  of  them.    I  think  they  might  be  helpful,  sir. 

The  Chairman.  Those  are  all  in  your  presentation,  are  they? 

Mr.  Bliss.  Yes ;  it  is  all  in  writing. 

The  Chairman.  Very  well. 

Mr.  Bliss.  I  am  not  a  railroad  man,  but  I  appreciate  that  this 
situation  has  gotten  to  be  solved  by  railroad  men  ultimately. 

The  Chairman.  Yes. 

Mr.  Bliss.  But  I  think  there  are  some  things  in  connection  with 
the  committee  that  vou  have  already  set  in  motion,  whereby  relief 
in  emergencies  can  be  secured  in  such  a  way  that  when  those  com- 
mittees cease  to  function,  the  railroads  will  be  in  better  shape  to 
carry  on  the  work,  rather  than  to  reorganize  it.  I  think  that  can 
be  done,  and  we  are  very  willing  to  cooperate  in  any  way  we  can 
toward  that  end. 

The  Chairman.  T  think  it  is  only  fair  to  say  that  the  turning  over 
of  the  railroads  from  Government  operation  to  private  operation  was 
fraught  with  so  many  difficulties  that  perhaps,  to  a  degree  at  least, 
there  may  be  some  excuse  for  these  trying  conditions ;  and  then  the 
general  upsetting  of  business  as  a  result  of  the  war,  the  changes  in 
the  methods  of  doing  business,  and  all  those  things  have  caused  more 
difficulty. 

Mr.  Bliss.  The  personal  element  comes  in  so  insistently  when  these 
inflexible  orders  come  through  to  do  something — I  have  two  concrete 
illustrations:  At  Springfield  the  New  Haven  Railroad  is  carrying 
out  an  order  to  decline  delivery  at  a  junction  point  of  cars  not  arriv- 
ing by  their  line ;  and  there  are  two  instances  of  that  that  seem  ah- 
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j^urd.  We  shipped  from  Boston  via  the  New  Haven  Road  a  crane  car, 
transferred  it  to  the  Boston  &  Maine  yards  to  deliver  some  freight, 
and  then  wanted  to  transfer  it  back  into  the  New  Haven  yards  to  un- 
load freight.  They  refused  to  receive  it,  because  it  was  at  a  junction 
point,  and  was  not  going  farther  than  Springfield;  and  we  had  to  go 
up  to  the  president  of  the  road  before  we  could  get  that  crane  car. 
Tlien,  furthermore — and  this  may  be  more  to  the  point — to-day  there 
is  a  ear  of  sheathing  at  Springfield  needed  in  the  river  alongside  the 
New  Haven  tracks.  The  bill  of  lading  specified  New  York,  New 
Haven  &  Hartford  routing.  The  car  arrived  at  Springfield  on  the 
Boston  &  Albany  tracks,  but  the  New  Haven  Road  refused  to  trans- 
fer it.  The  result  is  a  deadlock,  and  the  car  is  needed  for  use  else- 
where, but  is  laying  there  for  10  days,  and  still  there.  It  has  not  yet 
reached  its  destination,  and  it  would  have  to  be  teamed  some  consid- 
erable distance  in  order  to  get  it. 

The  Chairman.  Do  you  need  that  material  ? 

Mr.  Bliss.  Well,  we  were  not  in  absolute  need  of  that  material,  so 
we  have  not  gone  to  the  expense  of  unloading  the  car  or  asking  for  a 
delivery  on  the  Boston  &  Albany  tracks,  because  there  are  some  25  or 
30  more  cars  to  make  up  the  lot — some  in  transit,  and  others  that  we 
are  still  trying  to  get. 

The  Chairbian.  Yes.    Have  you  anything  further,  Mr.  Bliss? 

Mr.  Buss.  No ;  I  think  that  is  all. 

The  Chairman.  We  thank  you  very  much,  sir. 

Mr.  Nichols.  Senator,  I  have  here  some  letters  handed  to  me  by 
Mr.  Fay,  from  a  number  of  people  who  are  interested  in  this  con- 
struction matter,  and  I  would  like  to  have  them  made  a  part  of  the 
record. 

The  Chairman.  Very  well. 

(The  letters  above  referred  to  appear  in  full  below,  as  follows:) 

Boston.  August  26,  1920. 
Mr  F.  T.  Miller. 

i$*ijitant  to  the  Committr*',  t^nited  F^tates  f^enate. 

DcAB  Sib:  In  response  to  your  request  to  be  present  at  the  hearlnp  before 
')»€•  special  United  States  Senate  committee  at  the  statehouse,  Boston,  August 
3l^  I  assure  you  tlint  I  am  deeply  Interested  In  the  purpose  of  tliis  hearing;  and 
tii'jM*  that  the  sucoesslvr  hearings  upon  the  subject  of  reronstructlon  will  liave 
th»»  pfT(H*x  of  obtaining  for  the  industries  involved  a  more  generous  spirit  of 
"•••peration  from  the  Interstate  Commerce  Commission  and  from  the  Federal 
r*-^rve  bank  tJian  has  lavn  manifested  toward  them  during  the  past  few 
'."•nths. 

Kvj(lf*iire  pr(»s«^nted  at  these  hearings  hns  been  of  a  eliaraeti'r  which  must 
r^Tsuarte  the  committee  that  the  amount  of  new  work  to  be  done  ne<*essMry  for 
"*♦-  welfare  of  all  of  our  people  Is  fonnidable  and  Includes  every  variety  of 
••♦I  amotion  work.  That  which  is  most  pressing  for  immediate  attention  may 
'-  •>iihjrt»t  to  dlflrerenc<»s  in  opinion,  for  *irguments  of  great  strength  may  be 
•■  1' inittt^l  in  support  of  each.  The  shortage  in  hoiising  ac{«»nini(Mlj»tio!»s  nnd 
••  .vi'^lfl  l«  d anurous :  the  Inability  or  inefficiency  of  the  railroads  to  pnifwrly 
'^•j»lie  the  transportation  problem  calls  for  an  extensive  pkkI  roads  ]Moi:rMm, 
»''t  the  e^'er-lncn^asing  d«'mand  for  many  st;iple  commodities  n'quire  largo 
f  "tor>*  additions  to  satisfy  that  demand. 

''I  my  opinion,  active  measures  should  be  In  effect  immediately  that  will 
fc-n**  to  transport  speedily  from  the  manufacturer  to  the  consumer  great  quan- 
^'  ♦•«  of  hiilhling  materials  nr»w  In  readiness,  so  as  to  enable  the  construction 
rTMgnun  to  t^  forward  with  great  energy  for  the  remainder  of  the  year.  Manu- 
'.1  fnn^TM  of  many  of  the  commodities,  earlier  In  the  year,  in  anticipation  of 
■  n  tftlvp  demand  throughout  the  year,  betran  production  on  a  basis  which, 
*«»rri«l  forward,  would  have  served  not  only  to  relieve  the  crisis  in  housing 
ir«»mmodatlons  but  would  have  kept  the  scale  of  prices  lower  than  is  prevail- 
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lug  to-day.  Through  the  inability  of  the  railroads,  with  their  operating  system 
crippled  and  with  their  teriulnals  tied  up  with  strikes,  to  handle  the  materials 
offered  them ;  through  the  preference  shown  by  the  Interstate  Commerce  Com- 
mission to  other  lines  of  industry,  notably  coal,  and  also  because  of  the  atti- 
tude of  the  Federal  Reserve  Bank  toward  the  industry  in  the  matter  of  loans, 
the  demand  for  materials  has  been  far  in  excess  of  the  supply  of  the  local 
dealers,  and  extraordinary  expenses  have  been  Incurred  in  order  to  secure  th<* 
materials  necessary  for  the  most  Important  work.  Other  work  has  been  much 
reduced,  and  a  great  deal  more  has  been  either  postponed  to  next  year  or 
abandoned  altogether. 

This  is  not  in  a  sense  a  sectional  problem ;  it  is  national  in  Its  scope,  and  a 
general  solution  can  only  be  obtained  through  the  cooperation  of  the  Govern- 
ment. A  pi-oper  sense  of  responsibility  and  measures  to  enforce  an  equitable 
program  of  reconstruction  are  all  that  are  necessary  to  relieve  the  situation. 
In  order  to  be  helpful  for  this  year  there  should  be  no  delay  In  action.  These 
hearings  in  all  parts  of  the  country  take  a  long  time  and,  so  far  as  I  am  In- 
formed, only  serve  to  make  cumulative  the  evidence  presented  before  the  Inter- 
state Commerce  Commission  by  the  construction  industry'  during  the  first  W€'ek 
In  July,  with  the  result  only  of  an  extension  for  30  days  of  the  objectionable 
order  No.  7.  Action  without  longer  delay  Is  of  Imperative  importance.  I  hope 
to  be  present  at  the  hearing. 
Yours,  very  truly, 

Habold  L.  Bond, 
President  Waldo  Bros.,  and  Band  Company. 


Boston.  August  28,  J 9^0. 
Mr.  Fredekic  H.  Fay, 

Chairman  Subcommdttee  on  Reconstruction  and  Production^ 

15  Beacon  Street,  Boston. 

I^EAR  Sns:  With  reference  to  the  matters  under  consideration  by  the  United 
States  Senate  Committee  on  Kec^onst  ruction  and  Pmductlon,  we  beg  to  repon 
to  you  as  follows: 

Our  company,  engaged  in  building  construction  in  Boston  and  vicinity,  \s  mm 
building  several  large  projects  in  this  city.  Among  them  are  the  New  Federal 
Reserve  Bank  Building,  the  new  home  office  building  of  the  John  HuncfMk 
Mutual  Life  In.surance  Co.,  and  the  addition  to  the  National  Shawmut  Bank 
Building.  These  buildings  are  all  of  great  importance  to  the  owners  and  our- 
selves, and  seem  to  us  to  be  essential  to  the  welfare  of  many  people.  Thi.s  ci>n- 
structlon  involves  an  expenditure  of  six  or  seven  millions  of  dollars,  and  of 
couse  carries  with  It  the  employment  of  several  thousand  wage  earners. 

In  the  erection  of  these  buildings  we  shall  use  enormous  (luantltles  of  varioun 
materials  which  of  necessity  must  be  brought  to  the  city  from  long  distances. 
The  condition  of  railroad  transportation  is  our  chief  handicap,  and  has  be<*n 
for  some  time  past.  We  have  been  obliged  to  discharge  worknjen  because  of 
lack  of  materials  which  come  from  distant  points  and  which  It  has  been  ini 
pos.slble  to  secure  transportation  for.  At  the  present  time  the  Federal  reserw 
bank  work  is  delayed  and  practically  held  up  waiting  for  steel  which  we  must 
receive  from  the  rolling  mills  in  Pennsylvania.  The  lack  of  cars  at  the  steel 
mills  and  the  embargoes  on  the  New  ICugland  roads  have  prevented  our  secur- 
ing the  steel  necessary  to  start  erection  at  this  job.  While  conditions  on  our 
other  work  are  not  so  acute  as  on  the  Federal  Hesene  Bank  Building,  matters 
are  fast  approaching  that  condition,  and  it  seems  to  us  that  unless  transiwrta- 
tion  facilities  are  improved  very  greatly  construction  work  in  this  vicinity  will 
be  practically  stopped. 

The  sitmition  on  shipments  of  cement  from  the  mills  is  well  known  to  all  who 
are  interested  in  construction.  We  are  informed  of  some  jobs  In  tht»  c\iy 
wliloli  have  been  obliged  to  shut  down  because  of  lack  of  cement.  Although 
non*»  of  our  work  has  been  stopped  on  account  of  the  condition  of  cement  ship- 
ments, at  a  number  of  times  our  stock  has  been  so  nearly  depleted  that  we 
have  feared  that  work  would  have  to  be  discontlnutHl. 

While  we  can  not  offer  any  solution  of  this  probh»m,  we  believe  that  an> 
action  taken  l)y  the  committee  which  will  facilitate  trau.Hi)ortatlon  will  assfist 
in  a\oi(ling  serious  delays  to  work  already  started,  and  will  in  a  great  measun* 
help  to  encourage  new  construction  which  is  so  n\uch  needed. 
Very  truly,  yours, 

L.  P.  Soi;i.K  &  Son  Co.. 
Pakkku  F.  SorLK.  Presidr.nS. 


J 
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[From  Boston  Herald  Monday,  Aug.  30,  1920.] 

Boston  &  Maine  Kmbahgo  to  Spked  Coal — Road  Refuses  Unnecessary  F'beioht 
TO  Mo^'E  Fuel  Hehe  and  Clear  Lines — More  Shipments  by  Water  Urged. 

To  facilitate  the  sliipiuent  of  coal  into  New  England  on  its  lines,  the  Boston  & 
Maine  Railroad  has  placed  a  temporary  embargo,  effective  yesterday,  on  certain 
carload  freight  felt  to  be  of  less  Importance  until  the  present  congestion  is 
alleviated. 

The  company  believes  this  will  encourage  an  Increase  in  the  shipment  of  coal 
by  water,  thus  relieving  traffic  by  all-rail  routes  materially. 

THE   embargo   order. 

The  statement  of  the  embargo  reads : 

"  Effective  midnight  August  28  embargo  all  carload  freight  routing  via  Rotter- 
«lam  .Tunction,  Mechanicville,  or  Troy,  N.  Y.,  originating  on  or  routing  via  the 
NVw  York  Central  or  Delaware  &  Hudson  Railroads.  Exceptions :  Coal,  when 
uW'A'il  to  public  utilities  as  per  I.  C.  C.  order  No.  9;  live  stock;  i^erishable 
frei;rht;  railroad  supplies;  and  freight  conslgne<l  to  an  ofRcer  of  the  United 
Sfittt*.«i  GovtTnnient  by  title  but  not  by  name." 

Iti  placing  the  enibai:go  the  management  feels  that  traffic  In  general  will  be 
!nu\vcl  more  expeditiously  by  restricting  all  loading  for  a  short  i>eriod,  giving  an 
«»i'|M»rtunity  to  clear  eastbound  Hues  of  ciinge.^JtUm.  AlH)ut  6,00(>  cars  of  freight 
«n*  I'll  routt*  to  the  Hoston  &  Maine  on  or  via  its  connections.  With  an  east- 
'•"iind  capacity  of  1,000  cars  per  day,  the  company  thinks  unnecessary  conges- 
fii.ii  »ind  delay  can  best  be  avoldtnl  by  placing  the  embargo. 

While  this  Is  in  force  It  will  Ik^  the  imllcy  not  to  make  exc<*ptions  by  issuing 
h  rrnlts.  The  effort  will  be  t<»  put  all  business  In  New  England  on  the  same 
I'Mittng  while  the  embargo  lasts,  and  when  conditions  permit  It  will  be  removed. 
\  'trateinent  nf  the  company  reads : 

"The  handling  of  so  much  coal  traific  all-rail  has  congested  the  all-rail  routes 
iu;in»riany.  As  much  of  this  commodity  must  be  transijorted  by  water  as  Is 
i-'H^ihle  In  ord€»r  to  permit  the  free  handling  of  other  traffic.  If  this  embargo 
wi  I  nork  to  accomplish  that  result  a  great  deal  will  have  btH?n  done  to  all  New 
K.-^laml  business  Interests.** 


TntNElt    (^INSTRUCTION    Co.. 

Boston,  Mans.,  August  20\  19.^0. 
'r'nuvMc  H.  Fay, 

Itost(m,  Mass. 

I»K\B  Sir:  At  the  request  of  Mr.  A.  C.  Tozzer,  of  this  company,  I  am  outlining 
-'I'je  of  the  traiisiH>rtatlon   difficulties  we  have  experienced  In  the  past   few 

U"  'tths. 

EMBARGO   SITUATION. 

TIm-  New  York.  New  Haven  &  Hartford  Railroad  has  maintained  an  eaibar;jo 
♦^ir<«ii;rh  It.**  New  York  gateways  almost  ccmtlnually  since  February  of  this 
'  — '•.    This  has  forced  freight  which  would  ordinarily  move  via  this  route  to 

'  «♦•  through  the  northern  gateways,  and  we  have  l)e(»n  confronted  with  I),  & 
li ,  H.  Jk  A.,  and  B.  &  M.  embargoes,  so  that  at     times  New  England  has  Immmi 

•  I  .'•st  nunpletely  cut  off  as  far  as  movement  of  freight  was  concerned. 

L'V:»'  other  shIpiH»rs  and  receivers  of  freight  we  have  had  to  resort   to  the 

•  !' Jt  Mstem  antl  the  time  siH»nt  in  gitling  these  perntits  and  luniiik'  them 
'-  •.TiiT'jiMi  by  originating  roads,  makes  this  pnuiice,  to  say  tJie  least. 
'  *  /i^furtory. 

♦•i  July  'J*^  we  applied  to  J.  E.  Roberts,  stiperlntendint  Delaware  vS:  Hu<ls<m 

['    'r^md.  .\lbany,  N.  Y..  for  penult  to  cover  three  cars  of  wire  from  l>onora, 

•*   .  ti.r  jthijiment  tti  Springfield.  Mass.    On  August  6  Mr.  R<»heris  a«h  is«tl  he  ha<l 

'  >*U"i\   R.   i\   Mors<%  sui)erlntendent    Pennsylvania    Railroad,    I'lilhHh'Iphia, 

1  ..  Li*i  fiMnnit  to  c»over  these  three  ears.     On  August  1-  R.  <.\  Morse  advised 

*'  *tu  n'TKMjiit  of  accumulation  the  rennsylvania   Railroad   could  not   honor 

-  I'  k  H.  iiernilts.    A<*cordinKly  It  was  necessary  for  us  to  truck  this  material 

\\*Vt(.r,  Pa.,  nt  u  charge  of  ^'2  per  ton.   where  we  hiade^l   into  cars  and 

.•tl  to  Sprintffielfl,  Mass..  \iH  P.  vV:  L.   K.,  N.  Y.  <\.  P..  \  A.     From  S;uini: 
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field  we  will  be  under  further  expense  to  get  this  material  to  Armory,  Mass. — 
its  proper  destination. 

We  have  received  several  permits  from  the  New  York,  New  Haven  &  Hartford 
Railroad  and  have  been  turned  down  on  several  applications.  We  have  .shippe<l 
large  quantities  of  freight  from  Pennsylvania.  New  Jersey,  and  other  points  In- 
tended for  our  Diamond  Match  job — located  a,t  Armory,  Mass.  (2  miles  outside 
of.  Springfield ),  on  the  Midland  Division  of  the  New  York,  New  Haven  &  Hart- 
ford Railroad— to  Springfield  via  D.  &.  H. — B.  &  A.  (or  B.  &  M.)  and  have  paid 
the  minimum  scale  from  Springfield  to  Armory,  in  most  cases  9  cents  per  100 
pounds,  because  of  our  inability  to  get  shipments  through  via  the  New  Haven 
road.  Shipments  for  jobs  in  Connecticut  have  at  times  been  made  to  Spring- 
field, reconsigned,  and  the  local  rate  paid  to  destination. 

The  delay  in  getting  the  permits,  and  in  their  refusal  at  times,  has  worked  an 
unusual  hardship  on  our  jobs  under  construction,  .sometimes  resulting  in  laying 
our  men  off  until  material  was  received. 

On  May  28,  1920,  Mr.  J.  J.  Sweeney,  expeditor  for  this  company,  made  applica- 
tion at  Mr.  Halliday's  ofllce  at  New  Haven.  Conn.,  for  the  following  shipment : 


Number 
cars. 


1 
1 
2 
1 

18 
6 


From— 


Commodity. 


For — 


Indianapolis,  Ind i  Wood  blocks 

Wallaceton.  Pa ,  Acid-proof  brick. 

MiUHall,Pa j  Firebrick 

Knickerbocker,  Pa j  Hydrated  Ume. . 

Clymer,  Pa Chimney  brick. . 


Darlington,  Pa. 


Brick. 


Bristol. 
Do. 
Do. 
Do. 
Do. 
Do. 


On  June  1  Mr.  Sweeney  again  visited  Mr.  Halllday's  oflSce  at  New  Haven  and 
was  advised  that  permits  would  be  granted  that  night  on  tlie  following  cars : 


Number 
cars. 


1 
1 
9 
3 
2 
1 


From — 


Knickerbocker,  Pa. 
Indianapolis,  Ind. . 

Clymer,  Pa 

Darlington.  Pa 

MUlHall,  Pa 

Wallaceton,  Pa 


Commodity. 


Hydrated  lime. 
Woodblocks.  . 

Brick 

do 

..  .do 

do 


F 


Bristol. 
Do. 
Do. 
Do. 
Do. 
Do. 


On  receipt  of  this  information  we  dispatched  expeditors  to  the  different  ship- 
ping points,  only  to  be  advised  on  June  7  by  Mr.  HalUday's  ofllce  that  permits 
were  not  and  could  not  be  Issued. 

On  June  10  Mr.  Sweeney  Interviewed  Mr.  Halliday  personally,  and  it  was 
agreed  that  permits  would  be  issued  on  those  cars  which  could  be  routed  New 
York  Central  (6  In  number).  However,  on  June  11  we  were  advised  that  permits 
could  only  be  made  out  at  night,  and  as  there  was  nobody  working  the  night  of 
June  10,  permits  were  not  granted.  At  that  time  we  had  aoprozlmately  44 
cars  waiting  to  be  shipped  on  permit  by  the  N.  Y.,  N.  H.  &  H.  R.  R. 

On  June  11  the  following  permits  were  Issued : 


Number 
cars. 


From— 


Commodity. 


1  I  Indianapolis,  Ind '  Wood  blocks. 

2  !  MUlHall,  Pa i  Firebrick.... 

3  Darlington,  Pa Brick 


For- 


Bristol. 
Do. 
Do. 


We  linve  (»xperienciHl  difficulty  in  getting  the  Pennsylvania  Railroad  to  recog- 
nize porniits  issue<l  by  New  England  roads. 


z: 


June  1, 

13  cnrs. 

June  2, 

14  cars. 

June  3. 

17  cars. 

June  4. 

17  cars. 

June  f>, 

7  ears. 

June  7, 

20  cars. 

June  8. 

17  cars. 

June  9. 

26  cars. 

June  ir 

t,  12  ears. 
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In  many  cases  after  permits  were  granted  shippers  were  unable  to  take 
advantage  of  same  owing  to  the  car  shortage. 

The  orders  nf  the  Inrrrstate  Conmi»Tce  (^)nunissi<>n  and  car  connidsslon  at 
Washinjrton  last  June  eompellint;  New  Enghmd  roads  to  deliver  to  western 
connections  certain  numbers  of  empty  r-ars  claily  worked  an  added  hardship  in 
this  locality. 

On  July  19  the  writer  visited  a  cement  mill  at  Hudson,  N.  Y.,  then  supplying 
several  of  our  jobs  with  cement  and  found  they  had  an  order  of  50  cars  a  dav 
from  the  Boston  &  Albany  Railroad.  The  following  shows  their  car  receipts 
fr<»m  June  1  to  the  19th  inclusive: 

June  11,  3  cars. 
June  12,  10  cars. 
June  14,  5  cars. 
Jime  15,  6  cars. 
June  16,  9  cars. 
June  17,  4  cars. 
June  18.  5  cars. 
Jime  19,  1  car. 

The  N*w  York  Central  at  Albany  refused  to  i)lace  rars  at  this  plant  for  move- 
luenf  wi*stbound.  claiming  that  they  were  only  taking  care  of  from  20  to  30  per 
ripiit  of  the  demands  of  their  own  industries.  At  this  time  I  learned  from  the 
Boston  &  Albany  Railroad  that  25  empty  cars  a  day  were  ordered  to  the  Great 
Northern  Railroad  and  30  empties  a  day  to  the  Central  Vermont  and  other 
northern  rcmds. 

i  m  June  28  I  was  in  Parlincrton,  Pa.,  endeavoring  to  get  face  brick  shipped  from 
a  iioint  on  the  Pittsburgh,  Lisbon  &  Western  Railroad,  a  25-mile  road  connecting 
with  the  Pennsylvania  Railroad.  This  road  has  in  the  vicinity  of  30  industries 
€>n  Us  line,  and  at  the  i)eriod  I  speak  of  were  re(.'eiving  sometimes  4  and  5  cars 
H  day  for  distribution  anum;;  these  30  plants.  The  plant  from  which  our 
shipment  was  made  received  around  6  cars  in  two  weeks  to  load.  '(These  facts 
are  stated  as  T  remember  the  situation.)  Permits  on  these  cars  were  applied 
fr»r  May  28  and  irranted  Jinie  11,  while  the  first  car,  Penn.sylvanla  Railroad 
I8ltf*S,  was  shipped  June  21  and  arrived  at  Bristol  on  July  14. 

other  shipments  of  brick  around  this  period  suffered  great  delay  In  being 
^hipiMHl  because  of  car  shortage  and  service  order  No.  7  prohibiting  the  use  of 
oj>eu-top  equipment. 

S**rvlce  order  No.  7,  of  course,  worked  the  same  hardship  on  us  as  with  other 
•'tint Factors,  holding  up  movements  of  brick,  sand  and  gravel,  and  stont*.  In 
many  caM's  It  was  ne<''essary  to  move  freight  by  auto  trucks  at  a  much  greater 
e\f»»^ns**. 

GENERAL. 

Th»'  majority  of  freight  mc»ving  from  west  of  the  Hudson  River  has  l)een 
tui  fielavHil  as  t<»  ne<'essitate  the  services  of  expeditors  on  the  more  important 
^'hi  1*11  tents.  I  am  showing  below  some  cars  taken  at  random  from  our  tracing 
»»h»»-t  without  regard  for  the  length  of  time  in  transit. 


522 


RECJ0?fSTRUCTl0y   AND   PRODUCTION. 


Car  No. 


PR  2080 

SP35«45 

rN2»01 

NS6441 

D&H37960... 
LR&N5425.. 

RI  15507R 

UP  12237 

C  &  NW  135160 
H&  BT3795.. 

CP  206668 

P&R28113... 
C  <k  O  33921 . . . 
B  <fc  O  139371 . , 
NYC  323061.... 
WLE  43159.... 

PL  880269 

PRR  279375... 
PER  276503... 
PRR  276842... 
MPK  28130.... 

GN  21024 

PRR  46219.... 
N  &  W  48561. . . 

1*1.8.19802 

PR  22917 

PL  792527 

PRR  18698 

KM  6494 

C  &  EI  87075. . 
C  &  O  28688... 
St  LBM5447.. 
B  &  A  8392.... 
A.A.RR6281... 


Date 
shipped. 


From— 


Mar. 

Mar. 

Mar. 

Mar. 

...do 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Apr. 

...do. 

Apr. 

Apr. 

...do, 

...do. 

Mar. 

May 

May 

Juno 

...do. 

...do. 

...do. 

June 

June 

June 

Julv 

...do. 

Julv 

Julv 


18 
26  . 
23  < 
26 


For- 


Se3nnouir,  Conn 
Bristol,  Conn. 


Lyndhiirst,  N.J 

Port  Alleqany,  Pa 

Hudson  TtppiRr,  N.  Y I  Seymour,  Conn , 

Bethlehem,  Pa i  Bristol,  Conn . 

.do..... do. 


16 
23 
11 
24 
30 
25i 
30 
27  I 
30 
9 


3 
6 


11 

20 

14 

3 


21 

29 

30 

1 


Donora,  Pa do 

do do 

St.  Paul,  Minn ;  Lisbon  Falls,  Me. . 

Blasdell,  N.  Y '  Bristol,  Conn 

Camden,  N.  J ■  .4rmorv,  Mass 

Port  Alleeany,  Pa Lisbon  Falls,  Me  . 

QIasdell,  K.  Y Vrmory,  Mas 

Onrvllle,  Ohio '  Lisbon  Falls,  Me . . 

do do 

do do 

do .do 

Camden,  N'.  J '  \ rmory,  Ma^^s 

do do 

do I do. 

Montreal.  Quebec 

Reed  City,  Mich 

Detroit,  Mich 

Economy,  Pa Bri.stol,  Conn 

New  Cumberland,  W.  Va...; do 

do do 


^-i^-"'- 1  °.sr 


Springfield.  Mass. 
I/isban  Falls.  Me . 
Seymour,  Co!m . . 


Apr. 
May 

Apr. 

.^pr. 

.   .do. 

Apr. 

...do. 

Apr. 

.  ..ao. 

Apr. 

Apr. 

Apr. 

Apr. 

...do. 

J'.mo 

May 

May 

..do. 

...do. 

...do. 


1  . 
21 
3 
8 

3 

14 
12 
16 

ao 

"\ 
25 
24 


'I 


do 

Darlington.  Pa . 

do 

do 

do 

do 

Perth  Amboy.  N.  J. 
do 


.do. 
.do, 
do. 
.do. 
.do. 


Armory.  Mass.. 
do 


May 
June 
June 
July 
-do, 
July 
.  .no. 
J'jlv 
J;Uy 
July 
Ausf. 
July 
July 
July 


3 
16 
IS 

0 


14 

28  ' 

12 

17 


14 

n 

13 
13 
3t 
14 
2S 
10 
15 
18 
17 
34 
31 
» 
46 
51 
4.H 
48 
4H 
.W 
27 
.« 
i3 
33 
» 

16 
» 

27 
10 
14 


Tlu^se  figui-es  are  shown  to  illustrate  delays  in  additions  to  those  tiiused  by 
car  shortage  and  embargoes. 

quickly  fnmi  the  South  at  shipping  i>oiiits  in  and  around  Norfolk,  and  from  olhvr 
in  our  minds  at  the  present  time  and  have  shown  a  few  specific  instances  to  sub- 
stantiate our  claim.     We  shall  be  glad  to  go  into  further  detail  If  you  so 
desire,  or  add  any  suggestions  which  may  occur  to  you. 
Very  respectfully, 

Turner  Construction  Co., 
Melville  3H.  Ames, 

Trajflc  Mancgvr. 


IloLUN  Construction  Corporation, 

NcAr  York,  Auuusi  20,  1920. 
Frederick  H.  Fay,  Esq., 

Care  of  Fay,  Spofford  d  Tliorndike,  Boston,  Mass. 

Dear  Sir  :  Along  the  lines  suggested  at  Tuesday's  meeting  of  your  eoiiimiUee 
relative  to  transportation,  etc.,  for  construction  materials,  would  say  thai  we 
are  most  seriously  hampered  at  present  due  to  our  Inability  to  get  piles  delivered 
quickly  from  the  South  at  shipping  points  in  and  around  Norfolk,  and  from  other 
points  in  Delaware. 

Piles  ordered  several  months  ago  have  not  been  shipped  because  of  lack  of  car 
placements,  in  spite  of  the  fact  that  embargo  permits  have  been  granted  for 
such  .shipments.  Many  times  the  permit  runs  out  before  cars  are  placed.  This 
situation  results  in  shortage  in  the  local  market  which  abnormally  raises 
the  i)ric(\ 

Our  worst  other  difficulty  is  in  the  cement  market  at  the  present  time,  due 
to  inability  of  cement  companies  to  quote  us  on  new  cement  requirements. 
Several  of  the  cement  mills  are  selling  only  cement  for  which  they  can  get  trans- 
portation. This  is  not  necessarily  a  large  percentage  of  their  mill  capacity,  but 
is  limited  to  the  shipping  capacity  under  present  conditions.  The  abnormal 
price  condition  of  the  p^esent  market  for  what  cement  there  is  and  inability 
many  times  to  get  cement  ai  any  price  is  due  practically  entirely  to  this  trans 
portation  condition. 

Very  truly,  yours, 

Linton  Hart,  Vice  President, 
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The  ^[astkr  Builders'  Association  of  Boston, 

Nahant,  Marnt.,  August  26,  JV20. 
Mr.  Frederic  H.  Fay, 

Boston,  Mass. 

My  Dear  Mr.  Fay:  I  believe  that  the  principal  cure  for  our  tninspcitation 
troubles  lies  deeper  tlinii  jiiiy  mere  prefc»rentlal  treatment  within  the  building 
Industry  Uself.  Our  fimntry  h;is  l»et'n  decidedly  <»erl!idustrlallzed.  a  part  be- 
cause of  tremendous  enlargements  due  to  war  activities  and  a  part  due  to  the 
subs«»quent  efforts  of  all  others  to  **  catch  up."  This  is  using  labor  needefl  for 
foo<l  production,  and  a  nation  which  does  not  feed  itself  must  have  a  large 
army  and  navy.  This  is  overstrnininpr  our  transportation  facilities  ot  all 
sorts,  which  would  at  best  have  had  the  pains  of  recovery  from  its  troubles. 
This  has  led  to  an  enlarged  selling  campaign  to  unload  surplus  products  of  all 
sorts  on  our  people  at  a  rime  when  they  should  not  be  urged  so  strongly  to 
buy  and  buy  and  buy.  Our  best  thinkers  and  seers  to-day  are  urging  thrift, 
but  thrift  Is  quite  a  different  matter  from  the  buy,  buy.  buy  of  trained  sales- 
men and  advertisement  writer. 

All  this  means,  of  course,  that  production  may  be  questioned  If  It  Is  merely 
urgeii  to  keep  mill  wheels  turning  and  money  clinking  from  pocket  to  pocket. 
There  is  no  especial  merit  in  that  unless  the  product  be  of  real  use  In  as  great 
a  percentage  as  ever  or  greater  If  greater  thrift  Is  needed. 

This  general  situation  in  Industry  seems  to  me  to  control  the  features  we  are 
omslderlng  in  their  relation  to  the  building  industry.  So  long  as  transporta- 
tion remains  Insufficient  preferential  treatment  should  be  given  more  im- 
p<»rtant  things,  and  It  may  well  be  that  most  of  the  building  business  is  of 
CTeater  value  to  our  people  than  other  things  the  curtailment  of  which  would 
yield  all  the  relief  which  Is  needed. 

Even  If  we  were  to  consider  the  building  Industry  alone,  an  argument  w<mld 
arise  as  to  preferential  treatment,  for  many  people  even  contend  that  factory 
building  should  mostly  stop  for  a  while,  for  reasons  to  be  Implied  from  my 
earlier  paragraphs.  It  may  be  remembered  also  that  most  of  the  building  In- 
dtistry,  the  second  largest  in  the  country  if  agriculture  is  calle<l  an  industry, 
stagnated  during  the  war.  Now,  other  things  being  equal,  or  In  a  maze  of 
Indecisive  argument,  the  old  adage  "  turn  and  turn  about  Is  fair  play  *'  may 
apply.  It  was  not  by  choice  tliat  men  engaged,  when  they  began.  In  businesses 
profiting  by  war.  This  was  luck  for  them.  Let  them  now  hold  back  a  little 
from  their  clamor  to  keep  their  business  at  war  volume  and  give  those  busi- 
nesses not  having  this  luck  a  chance  for  a  while.  Look  around  the  country 
and  tally  up  the  industries,  really  useful  In  peace,  but  which  did  not  enlarge 
daring  the  last  six  years.  There  Is  the  economic  question  if  they  should  not 
be  helped  to  regain  their  stride.  Of  course,  there  was  much  building  during 
the  war.  but  our  Industry  Is  divided  Into  comparatively  small  units,  and  most 
of  the  people  engaged  in  It  did  not  profit  by  the  war,  but  went  backward.  Yet 
becaus«»  i)f  the  character  of  the  business  probably  small  units  are  bt*st  for 
most  of  it. 

I  fully  realize  the  specific  things  which  may  be  alleged  against  transporta- 
tion, of  cars  held  back,  lucky  men  who  got  theirs,  shortaixcs  of  cement,  em- 
Knrgoes  for  all,  etc..  but  hiive  always  helleve<l  that  all  this  sort  of  thing  was 
worked  out  by  those  in  control  as  well  as  possible  under  the  larger  general  con- 
ditions^  and  that  It  was  these  larger  features  that  needed  attention.  Hence  you 
will  see  that  my  expressed  opinion  which  you  have  requestetl  natunilly  em- 
pbaJdzes  this  point. 
Yours,  truly. 

Fred  A.  Wilson,  President. 

Mr.  NiCHOUB.  That  is  all  we  have  for  to-day.  Senator. 

Tlie  Chaibman.  The  committee  wishes  to  a^ain  thank  you,  Mr. 
Nichols,  and  Mr.  Fay  and  Mr.  Conant,  for  your  great  kindness  to  us. 
I  do  not  know  how  we  would  ever  have  gotten  along  without  you. 

Mr.  Nichols.  It  has  been  a  great  pleasure  to  me,  Mr.  Chairman. 
I  have  learned  a  great  deal  about  coal. 

The  CHAimMAN.  The  committee  will  stand  adjourned  now  until 
10  oVlock  to-morrow  morning. 

(Thereupon,  at  5.20  o'clock  p.  m.,  the  committee  adjourned  until 
Ttie*{*lay,  August  31,  1920,  to  meet  again  in  the  statehouse,  Boston, 
Mji««..  at  10  oVIock  a.  m.) 
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TUESDAY,  ATTGHITST  31,   1020. 

United  States  Senate. 
Select  Commiitee  on  Reconstruction  and  Production, 

Boston^  Mass, 

The  committee  met,  pursuant  to  adjournment,  in  the  statehouse  at 
10  o'clock  a.  m. 

Present :  Senator  Calder  (chairman) ;  also  Franklin  T.  Miller, 
Esq.,  assistant  to  the  committee. 

Mr.  Nichols.  Mr.  Chairman,  yesterday  we  attempted  to  cover 
various  cities  and  we  also  coverea  the  coal  situation  from  the  point 
of  view  of  business  and  public  utilities.  This  morning  we  have  in 
mind  the  railroad  situation,  and  I  will  first  introduce  to  you  Mr.  F.  E. 
Dewey,  representing  the  New  England  railroads. 

STATEMENT  OF  MB.  F.  E.  DEWEY,  SISTEICT  MANAOEB  OF  THE 
COMHIS8I0N  ON  CAB  SEBVICE,  AND  BEPBESENTINO  THE  BAIL- 
BOADS,  SOUTH  STATION,  BOSTON,  KASS. 

The  Chaibman.  Mr.  Dewey,  the  committee  will  be  glad  to  hear 
yoiK  sir. 

Mr.  Dewet.  Mr.  Chairman,  T  would  like,  with  your  permission. 
u»  iro  back  first  to  the  coal  question,  somewhat  in  detail,  perhaps. 

The  Chairman.  Very  well. 

Mr.  Demey.  In  round  figures  the  bituminous  consumption  in  New 
tnjBrland  is  between  twenty-four  and  twenty-five  million  tons. 

The  CH^vraMAN.  Annually^ 

Mr.  Dewet.  Annualh'.  yes ;  of  which  about  25  per  cent  is  consumed 
^y  the  steam  railroads.  The  total  consumption  of  anthracite  and 
i'ltuniiniMis  for  the  several  vears,  1916  to  1920,  both  tide  and  rail,  is 
^•,000,000  tons  in  1916-17; '37,000,000  tons  in  1917-18;  39,000,000  in 
:iUi^l9:  and  32.000,000  tons  in  1919-20.  I  have  left  off  the  odd 
fitrures,  and  I  would  l>e  glad  to  leave  a  copy  of  this  tabulation  with 
x\\^  committee. 

(The  tabulation  above  referred  to  appears  in  full  below,  as  fol- 
lows:) 

\«ir  f^nolfifitl  raihfMtfi  perfonnnun   ami  tidrirater  ri>nl  ncriittM,  otithracite  and 

tntuminous  coal  i/earM,  in  net  tonft. 


Yfam.  ',   '^'niif"'*  ''''''**  ^•"-  '^*''^- 


Rail. 


'  Per  cent.  <  Per  rent. 

IT      .i:..a(tt.(<on  is.r.:f\(KM)  i»),r»3:^.(K»r)  .v  ,            47 

.      )«    37.'J.V».(«»)  lfi.4<':^.'Wjr)  20.si7.i**»  ^-l  ,                 .Vft 

*   }^.[       3U..VW)  fK*)  10.(H;<.,(»IiI  2<)  4<M.(KII»  4H  \                   .V2 

.•,.jii''          '..../.....'. I  ;»2..W>,»K»)  \2.\^)7.(*'l\  1  1P,aV».(KK1  -10,                  ♦"4) 

ii».ihVi!i2«V2l ! 'S./J5.(M)»)  3.WH.(i(K>  M.W7.(K)n  39  i                HI 


'.•tf^^li'  rr^iltimttot  B.  A  M  .  II.  A  \.,  Ruthtml  drllvprirsln  Now  York  SuIp. 

.')25 
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Netc  England  railroad  performance  and  tideicater  coal  receipts,  etc, — Cootd. 

ANTHRACITE. 


Years. 

Tide  and 
rail. 

Tide. 

4.963,000 
4,151,000 
3,981,000 
3,792,000 
914,000 

RaU. 

Tide. 

RAil 

1916-17 

10,817,000 
12,443,000 
13,314,000 
1 11,528,000 
13,058,000 

5,854,000 

8,202,000 

9,333,000 

17,736,000 

12,144,000 

Peretnt. 
46 
33 
30 
33 
30 

Per  etnt. 
54 

1917-18 

67 

1918-19 

70 

1919-20 

67 

Firsts  months  1920-21 

70 

BITUMINOUS. 


1916-17 

1917-18 

1918-19 

1919-20 

First  3  months  1920-21. 


24.486,000 
24,807,000 
26.246,000 
121,058.000 
15,167,000 


13,707,000  ,  10,779,000 
12.252,000  I  12.655,000 
15,085.000  j  11,161,000 
9,205,000  1 11,853,000  , 
2.314.000    12,853,000  ! 


56  , 

49 

57 

44 

45 


44 
51 
43 

56 
55 


1  Including  estimate  of  B.  &  M.,  B.  &  A.,  Rutland  deliveries  in  New  York  State. 


Mr.  Dewey.  The  purpose  of  these  figures,  Mr.  Chairman,  is  to  call 
particular  attention  to  the  change  in  the  flow  of  traffic  as  between 
tidewater  and  rail,  and  to  additional  burdens  that  have  been  put 
upon  the  rail  lines  by  decreasing  the  flow  of  water-borne  coal ;  1916 
would  probably  represent  normal  conditions,  and  during  that  coal 
year  the  percentage  of  the  total  of  35,000,000  tons  received  into  New 
England,  anthracite  and  bituminous,  by  rail  and  water  were  as  fol- 
lows :  Fifty- three  per  cent  was  water-borne  coal  and  47  per  cent  was 
rail. 

The  Chairman.  What  year  was  that? 

Mr.  Dewey.  The  coal  year  of  1916-17. 

The  Chairman.  When  you  say  the  "  coal  year  "  you  mean 

Mr.  Dewey.  From  April  to  April.  For  the  next  year,  1917-18,  the 
tidewater  tonnage  dropped  to  44  per  cent  and  the  rail  tonnage  in- 
creased to  56  per  cent.  For  1918-19  the  tidewater  movement  was  48 
per  cent  and  the  rail  movement  62  per  cent.  For  1919-20  the  tide- 
water movement  was  40  per  cent  and  the  rail  movement  60  per  cent. 

One  of  the  controlling  factors  of  the  decrease  in  water-borne  coal 
and  the  increase  in  the  rail  coal  has  been  the  differential  as  against 
the  water  lines,  the  rail  rates  being  cheaper. 

The  Chairman.  In  the  first  period  mentioned,  where  the  water- 
borne  coal  was  53  per  cent  to  47  per  cent  by  rail,  was  the  differential 
in  favor  of  the  rail  route? 

Mr.  Dewey.  In  favor  of  the  rail  movement,  and  it  has  continued 
until  the  present  time ;  and  when  you  consider  the  rate  in  itself  there 
is  the  additional  charge  on  water-borne  movement  at  the  dumping 
piers  and  the  rehandling  at  the  Atlantic  ports,  so  there  was  an  ad- 
vantage during  all  that  period  on  the  rail  movement  into  New 
England. 

Now,  to  the  extent  rail  movement  has  been  increased  during  this 
period  it  has  been  to  the  exclusion  of  other  traffic  on  the  rail  lines. 

The  three  Boston  roads  at  September  1, 1919,  had  on  hand  868,973 
tons  of  coal ;  at  August  26  of  this  year  they  had  286,764  tons. 

The  Chairman.  What  was  the  earlier  date,  please? 

Mr.  Dewey.  September  1, 1919,  and  August  26, 1920.  Represented 
in  days'  supply,  on  September  1,  1919,  it  was  61  days  and  in  1920  it 
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was  20  days.  That  reserve  on  September  1,  1919,  was  practically 
used  before  December  31,  on  account  of  the  strike  of  the  bituminous 
miners,  which  ordinarily  would  have  carried  them,  with  the  current 
receipts,  under  normal  conditions,  up  to  the  end  of  the  coal  year. 
Ever  since  that  stock  was  used  in  that  wav  it  has  been  a  hand-to- 
mouth  operation  in  the  receipts  necessary  for  the  operation  of  the 
railroads.  It  has  been  contract,  confiscation,  and  spot  coal  to  con- 
tinue the  operation. 

Roughly,  this  year  as  against  last  year,  taking  the  spot  coal,  con- 
tract, and* confiscation,  the  increased  price  is  about  $3  for  these  three 
roads. 

The  Chairman.  That  is  to  say,  there  is  an  average  increase  for  all 
the  coal  that  you  have  had  this  year  of  $3  a  ton  ? 

Mr.  Dewey.  For  those  three  railroads,  which  are  the  largest  con- 
sumers— 60  per  cent  of  the  total  of  about  6,000,000  tons  a  year.  Now, 
this  S.  O.  !No.  11,  which  was  to  provide  a  flow  of  a  million  and  a 
quarter  tons  of  water-borne  coal  into  New  England,  has  the  disad- 
vantage of  the  increased  price.  The  railroads,  however,  have  real- 
ized that  other  commodities  should  be  peimitted  to  flow  into  New 
England,  and  have,  to  the  extent  of  350,000  tons  a  year,  obligated 
themselves  to  take  the  water-borne  coal  to  that  extent  at  the  increased 
price  as  against  the  rail  rate.  Now,  with  your  permission,  I  would 
like  to  discuss  or  to  speak  for  a  few  moments  on  the  car  supply  and 
its  relation  to  transportation  generally. 

The  Chair:max.  Just  before  you  do  that,  please,  let  me  ask  you  this : 
(^an  vou  suggest  any  way  that  we  can  help  in  this  water-borne  situa- 
tion in  the  handling  of  coal? 

Mr.  Dewky.  Senator,  I  see  but  one  way,  and  that  is  to  take  care 
of  our  requirements  in  preference  to  exports.  It  is  very  difficult 
to  convince  people  that  they  should  use  the  water  route  in  the  move- 
ment of  coal  into  New  England,  at  an  increased  cost  over  the  rail 
rates. 

The  Chairman.  That  goes  without  saying,  I  have  talked  to  Mr. 
Willard  about  this.    As  you  know,  he  testified  before  our  committee. 

Mr.  Dewey.  Yes. 

The  Chairman.  And  he  urged  the  chairman  of  the  Shipping 
Board,  Mr.  Benson,  as  I  have  urged  him,  to  utilize  his  vast  fleet  of 
ulle  vessels  to  bring  coal  into  New  England  to  relieve  the  coal  situa- 
tion, and  at  the  same  time  to  relieve  the  rail  situation,  liberat- 
ing transportation  facilities  for  other  industries,  even  to  carrying  that 
coal  at  less  than  cost.  The  Government  owns  the  vessels,  and  we  are 
facing  an  emergency,  and  something  sliould  be  done  to  relieve  the 
situation. 

Mr.  Dewey.  There  is  no  question  about  it.  sir. 

The  Chairman.  But  so  far  we  have  failed  to  obtain  his  aid  in  the 
matter,  and  we  may  have  a  further  advance,  ilr.  Willard  has  recom- 
nx'nded  $1.50  instead  of  $2.75,  as  the  water  rate,  to  Admiral  Benson, 
*»  it  In*  is  now  threatening  an  increase  in  tlic  $2.75  vi\U\ 

Mr.  Dewey.  Following  an  increase  in  the  rail  rates? 

Mr.  MiLLCR.  There  has  already  been  announced  an  increase  of  40 
jK-r  cent  on  general  commodities,  coastwise,  and  the  inference  is  that 
thai  will  be  folli)wed  by  a  further  increase  on  coal. 

Mr.  Dewey.  Then  we  will  have  as  a  continuing  condition  the  situ- 
ation that  exists  to-day  as  between  the  rail  and  water  rates,  and  the 
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railroads  can  not  handle  that  burden,  except  to  the  exclusion  of  other 
traffic,  so  far  as  New  England  is  concerned :  there  is  no  question  about 
that. 

The  Chairman.  The  situation  is  indeed  very  serious. 

Mr.  Dewey.  Yes,  Senator,  it  is  serious.  Do  you  care  to  go  into  the 
question  of  car  supply  at  all  ? 

The  Chairman.  We  will  be  very  glad  to  have  you  occupy  a  few 
moments  on  that,  yes. 

Mr.  Dewey.  I  will  deal,  perhaps,  first,  with  the  national  situation, 
which  may  be  somewhat  repetition.  The  total  freight-car  equip- 
ment— that  is,  revenue  cars  owned  by  the  railroads  of  the  United 
States — is,  roughly,  2,365,000.  At  December  31,  1917,  5.7  per  cent  of 
that  equipment  was  what  was  known  as  "  bad  order  ^' — ^unserviceable 
cars.  At  that  time  the  railroads  had  of  their  own  ownership  on  their 
own  rails  substantially  44  per  cent  of  their  own  cars.  At  tne  end  of 
Federal  control  the  bad-order  cars  had  increased  to  7.93  per  cent, 
which,  roughly,  means  100,000  cars  worse  off  than  in  December  31. 
1917.  So  that  we  have  substantially  the  same  equipment  serviceable 
to-day  that  we  had  at  December  31, 1917,  notwithstanding  the  100,00() 
cars  purchased  during  the  27  months  of  Federal  control. 

Now,  let  us  apply  that  to  New  England,  where  we  have  about  84,000 
ownership,  and  our  percentage  here  is  seven  and  a  fraction ;  in  other 
words,  2.5  per  cent  above  what  it  was  at  the  31st  of  December,  1917. 

Every  facility  of  the  railroads  is  employed  to  its  capacity — ^that 
is,  its  capacity  measured  by  the  eight-hour  day  only — which  is  the 
result  of  a  national  agreement  under  Federal  control  with  the  fed- 
erated shop  crafts,  which  decreased  the  efficiency  in  man  hours  and, 
necessarily,  in  the  output.  The  cars  at  present  are  so  badly  scat- 
tered, and  it  is  human  that  a  car  belonging  to  the  Santa  Fe  road, 
for  instance,  will  not  be  shipped  if  it  is  safe  to  run  on  the  rails 
of  the  New  Haven  road.  Therefore  the  progress  in  restoring  that 
loss  of  10(),()()0  cars  to  the  service  is  very  slow,  and  will  continue  to 
be  slow,  because  it  is  just  as  necessary  now  to  relocate  this  equip- 
ment that  is  available  to  meet  traffic  conditions  in  the  countrv  as 
it  was  at  any  time  during  Federal  control. 

The  CirATRMAX.  You  said  a  moment  ago  that  on  December  1,  1917, 
44  per  cent  of  the  freight  cars  owned  by  the  several  railroads  were 
operated  over  their  own  lines? 

Mr.  Dewey.  Were  on  their  own  lines. 

The  Chairman.  Were  on  their  own  lines? 

Mr.  Dewey.  Yes. 

The  Chairman.  What  was  the  percentage  on  the  date  that  the 
railroads  were  turned  back  to  their  owners? 

Mr.  Dewey.  Twenty -two  per  cent ;  just  one-half^ 

Mr.  M11J.ER.  And  what  is  the  percentage  now?    Have  you  any 

idea? 

Mr.  Dewey.  It  is  between  23  and  24.  Not  a  substantial  improve- 
ment in  the  relocation  as  to  ownership. 

Mr.  Miller.  Do  you  remember  that  order  reauiring  the  retnm 
of  a  great  many  open  cars  from  the  West  whicn  issued  sometime 
late  in  the  spring  ? 

Mr.  Dewbt.  Yes. 

Mr.  Miller.  Has  that  been  effective  t 
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Mr.  Dkwey.  Yes:  to  a  very  large  extent.  That  was  one  of  the 
effect^  of  the  bituminous  strike — that  the  eastern  country  had  to 
t.ike  care  of  the  West  in  their  coal  supply  during  that  period,  and 
ii  took  the  cars  from  the  eastern  lines  to  the  West,  and  they  never 
« aino  ha<'k  until  a  formal  order  was  issued  by  the  Commission,  and 
that  di<l  liave  the  effect  of  increasing  the  car  supply  in  the  East. 

Mr.  MiLrj:R.  But  (mly  to  the  extent  of  1  per  cent  or  2  per  cent, 
perhaps  ? 

Mr.  Dewey.  But  applying  that  in  car  units,  that  is  a  material 
improvement.  AVhen  you  deal  with  a  total  number  of  2,365,000,  a 
pcncntage  of  open-top  cars  of  1.]  or  2  per  cent  in  car  units  is  a 
l:ir<re  amount 

The  (^HAiRMAN.  Were  you  going  to  discuss  the  question  of  the  in- 
f  n  ased  mileage  of  freight  cars? 

Mr.  Dewey.  Yes.  The  advisor^'  committee — that  is,  Mr.  Willard's 
committee — have  set  a  standard  of  30  miles  a  day.  That  is  already 
■  '<'ing  reached  by  some  railroads;  but  when  you  apply  it  as  an  aver- 
:»i:e  or  as  a  yardstick,  it  is  difficult,  ])articularly  m  New  England. 
Thi»re  has,  however,  been  an  improvement  in  New  England  since  we 
i»ave  recovered  from  the  effects;  of  last  winter's  storm.  Tn  1919 — I 
am  reading  now  the  New  England  figures — the  average  mileage  in 
M.w  was  19.19;  in  1920,  it  was  19.80,  or  an  increase  of  0.61  per  cent; 
It  .lune,  1919.  it  was  1H.98:  in  June,  1920,  it  was  20.44,  or  an  increase 
^  1.43  miles  per  day:  in  July,  1919,  it  was  19.17,  and  in  1920  it  was 
-'.2^,  or  an  increase  of  1.11  miles. 

The  Chairman.  Mr.  Dewey,  in  these  figures  do  you  include  the 
i  lual  mileage  figured  over  a  period  of  days,  having  in  mind  the  de- 
'• ;  <  at  tennmals  for  unloading  and  loading? 

Mr.  Dewey.  Yes.    I  was  coming  to  that,  Senator. 

The  Chairman.  Very  well. 

Mr.  Dewky.  Tliat  is  the  total  miles  made  l)v  an  individual  car,  or 
'  Miml)er  of  cars,  for  a  period  of  30  davs  or  12  months.    Now,  when 

•  n*  is  shown  an  increase  of  one  mile,  it  really  means,  if  it  were  ap- 
':»'<!  countrywide,  adding  substantially  100,000  available  cars.    Fol- 

■'^ing  that,  an  increase  of  one  ton  in  tlu?  average  lading,  would  mean 
7  ..'»«Ni  to  S0,000  more  cai*s  available.  Now,  this  average  mileage  rep- 
r-i-nts  practically  a  little  over  2  hours  applied  to  the  equipment  of 
f  ♦    'iiuniry,  when  it  is  moving  in  trains,  wliich  is  the  onlv  time  that 

•  w  earning  any  revenue  for  the  railroads.  Following  tlie  transac- 
f  II  through,  the  shipper  has  48  hours'  free  time,  under  the  tariff 
:  '•••,  isions.    The  railroad  then  has  an  average  of  2  hours  and  a  frac- 

*  ri  lo  move  the  car  to  its  destination,  out  of  every  24  hours.  Upon 
irrival  at  destination,  there  are  48  hours  permitted  for  dischargmg. 
*»:'  the  96  hours  i)ermitte<l  for  loading  and  discharging,  however, 
'  TV  would  be  onlv  32  hours  properly  chargeable  to  the  shipper  or 

•  '   r#»n5iffn^^?  confining  it  to  tlie  daylight  hours  which  ordinarily 
..'^r  their  activities,    ft  does,  however,  mean  that  about  33  per  cent 

•  t.i«*  time  of  every  car  is  at  the  disposal  of  the  shipper  or  the  con- 

\mw,  at  the  dumping  piers  at  tidewater  there  are  five  days'  so- 

•  .-d  free  time.    On  export  there  are  10  days'  free  time.     1  can  see 

•  relief*  even  if  money  were  available  to  provide  equipment  to-day. 


530  KECONSTRUCTION  AND  PRODUCTION. 

to  improve  tliis  situation,  except  a  more  intensive  use  of  the  present 
equipment.  Now,  there  is  chance  for  improvement,  admittedly,  by 
the  railroads.  We  in  New  England  here  have  shown  these  figures 
as  to  what  is  being  done  here,  and  it  is  being  done  in  other  sections 
of  the  country ;  but  there  must  be  cooperation  with  the  public,  not 
with  an  idea  of  changing  commercial  conditions — that  would  be 
impossible — but  further  cooperation,  if  we  are  going  to  provide  any- 
where near  the  transportation  that  is  necessary  to  take  care  of  the 
country  to-day. 

The  Chairman.  Mr.  Dewey,  you  gave  us  the  figures  of  the  mileage 
of  freight  cars  in  New  England,  and  you  said  that  some  railroads  in 
the  country  had  equaled  the  3()-mile  schedule  per  day  fixed  by  the 
railroad  executives.  What  is  the  reason  that  you  can  not  come 
nearer  to  that  mark  in  New  England  ? 

Mr.  Dewey.  On  account  of  the  short  haul,  the  density  of  traffic, 
and  the  density  of  population.  In  New  England,  take  box  cars — we 
load,  roughly,  6,000  a  day ;  4,000  qf  those  are  in  intra  New  Endand 
movement.  Now,  the  average  haul  of  all  the  railroads  in  New  Elng- 
land  is  less  than  100  miles.  Some  of  them  may  be  15  or  20  miles  or 
50  miles.  Now,  if  the  railroad  had  it  but  two  hours,  moving  as  a 
revenue  car,  it  might  make  but  15  miles.  Now,  we  have  one  railroad 
in  New  England  that  is  above  the  average  for  the  standard  set,  bv 
reason  of  its  being  a  straightaway  east  and  west  line,  and  they  aver- 
age 31  or  32  miles  per  car  per  day ;  but  most  of  their  traffic,  or  a 
large  percentage  of  their  traffic,  is  overhead ;  it  moves  over  their  lines 
and  goes  to  another  line  for  delivery.  In  other  words,  the  conditions 
are  entirely  different,  which  would  largely  control  in  reaching  that 
standard  on  any  road  with  similar  conditions.  A  line  like  the  Union 
Pacific,  or  any  of  the  prairie  or  northwestern  lines,  with  an  average 
haul  oi  400  or  500  miles,  it  is  not  difficult  to  average  30  miles  per  car 
per  day. 

The  Chairman.  They  put  a  train  together  and  start  out,  and  they 
do  not  break  her  up  until  she  has  gone  500  miles,  say? 

Mr.  Dewey.  Yes,  Senator,  that  is  just  it;  and  we  break  it  up 
perhaps  in  15  or  20  or  50  miles,  which  is  a  very  different  proposition. 
Is  there  anything  further.  Senator  ? 

The  Chairman.  Mr.  Dewey,  the  order  recently  issued  by  the  Inter- 
state Commerce  Commission  bearing  upon  more  than  one  reconsign- 
ment  of  coal  cars,  how  is  that  operating? 

Mr.  Dewey.  I  do  not  recall  that  they  issued  an  order  permitting 
only  one  reconsignment.  There  was  a  letter  from  Chairman  Clark 
suggesting  that  it  should  be  an  unusual  condition  that  would  permit 
more  than  one  reconsignment.    I  do  not  recall  any  formal  order. 

Mr.  Miller.  I  think  there  was  an  order  giving  permission  to  the 
carrier  to  penalize  reconsignment  and  to  put  an  extra  tariff  of  $10 
a  day  on  coal,  similar  to  that  which  was  put  on  lumber. 

Mr.  Dewey.  That  has  been  suspended. 

Mr.  Miller.  Oh,  that  has  been  suspended? 

Mr.  Detvtjy.  Yes;  at  the  instance  of  the  National  Traffic  League 

Mr.  Miller.  Is  that  so? 

Mr.  Dewey.  Ti^es ;  it  has  been  suspended  six  months. 

Mr.  Miller.  It  is  still  in  force  on  lumber^  though? 

Mr.  Dewey.  I  am  not  certain  as  to  that,  sir. 
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Mr.  MiLLEB.  That  was  urged  very  strongly  by  the  coal  operators 
and  other  interests  as  early,  I  think,  as  May  of  tnis  year. 

Mr.  Dewey.  Yes. 

Mr.  MiLi-ER.  And  by  the  railroads,  I  think,  too — ^by  Mr.  Willard. 

Mr.  Dewey.  It  was  urged  by  the  railroads ;  yes ;  and  the  commis- 
sion, in  a  letter  from  Chairman  Clark,  emphasized  the  necessity  for 
limiting  it  to  one  reconsirament. 

Mr.  lIiLXEK.  You  say  tliat  cars  are  allowed  to  be  delayed  10  days 
for  export? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  And  five  days  at  tidewater? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  And  that  is,  necessarily,  t^ing  up  a  great  many  cars? 

ifr.  Dewey.  Yes;  a  great  many;  and  it  is  tnose  things  that  will 
pive  relief  in  the  matter  of  car  supply,  and  much  quicker  than  look- 
ing to  the  industries  to  build  them. 

3lr.  Miller.  Did  you  says  that  car-service  order  No.  11  was  not 
«riving  a  great  deal  of  relief? 

Mr.  Dewey.  I  meant  to  say  this,  the  order  was  effective  on  the 
2<1  of  August.  None  of  that  coal  would  reach  the  dumping  piers  for 
approximately  five  to  six  days,  so  that  I  do  not  think  August  would 
Ije  a  fair  measure  of  the  effect  of  the  order.  There  is,  however,  the 
differential  in  the  cost  of  moving,  which  enters  into  the  price,  which 
is  fimdamental. 

Mr.  Miller.  Do  you  think  it  would  be  a  mistake  to  repeal  that 
order  at  this  time? 

Mr.  Dewey.  I  think  it  would  be  a  great  mistake;  yes,  sir. 

Mr.  ]^Itller.  I  see  in  the  newspapers  this  morning  that  there  is 
an  announcement  from  Washington  that  it  is  likely  to  be  repealed. 

Mr.  Dewey.  They  had  a  hearing  yesterday  on  the  Lake  order, 
which  is  similar  to  the  New  England  order,  1  presume,  on  account 
•»f  the  accumulation  at  the  Lakes.  Now,  when  you  are  handling 
water-borne  coal  vou  have  another  element  to  deal  with — weather 
t^tuditions — which  result  every  day  nearly  at  Hampton  Roads  and 
I  he  other  piers  in  delays  to  the  boats  in  reaching  there :  but  there  has 
itoen  no  lack  of  boats.  At  Baltimore,  for  instance,  during  August 
there  have  been  from  90  to  99  steamers  or  boats  lying  in  the  stream 
I  waiting  cargoes. 

.Mr  Miller.  As  an  offset  against  the  agitation  for  curbing  the  ex- 
iv>rts,  the  coal  operators  set  up  the  contention  that  orders  Nos.  10 
•r.«J  11  would  make  a  buyers'  market  in  the  Northwest  and  in  New 
Knglan<l  by  forcing  the  coal  here  and  thus  relieving  the  situation. 
Now,  if  there  is  an  agitation  to  repeal  those  orders,  ana  yet  the  orders 
in  the  meantime  have  not  been  enective,  that  contention  would  seem 
to  fain 

Mr.  Dewty.  a  repeal  of  the  order  would  mean  the  sky  as  the  limit 
to  price.  There  is  a  definite  tonnage  provided  in  that  order  to  flow 
to  New  England.  Now,  if  you  remove  it,  to  that  extent  it  becomes 
Ure  coal. 

The  Chairm AX.  And  the  tonnage  is  hardly  enough  to  supply  your 
tmmediate  needs? 

Mr.  Dewey.  No. 

The  CiiAiRifAX.  And  to  lay  up  the  normal  surplus  needed  for  your 
winter  season? 
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Mr.  Dewey.  Xo;  it  must  be  suppleinented  with  an  additioual  ftll- 
rail  movement  at  all  times. 

Mr.  Miller.  Have  you  any  rough  idea  of  what  it  is  costing  you 
extra  per  month — the  present  increased  price  of  coal — over  normal 
times  for  the  railroads  of  New  England? 

Mr.  Dewey.  Xot  per  month.     It  has  risen  approximately  $3  a  toi*. 

Mr.  Miller.  And  how  many  tons  do  the  railroads  of  New  Eiigku>l 
use^ 

Mr.  Dewey.  Six  million  tons. 

Mr.  Miller.  Per  year? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  Then,  that  would  be  $18,000,000? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  If  it  continues — ^the  increase. 

Mr.  Dewey.  Yes ;  based  on  last  year's  cost. 

Mr.  Miller.  That  is,  over  last  year's  cost? 

Mr.  Dewey.  Yes.    Is  that  all,  Senator? 

The  Chairman.  Yes,  Mr.  Dewey.    We  thank  you  very  much. 

Mr.  Dewey.  I  thank  you,  Senator. 

Mr.  Nichols.  Now,  Mr.  Chairman,  we  will  have  Mr.  Frank  P. 
Cox,  manager  of  the  Federal  Street  Works,  General  Electric  Co. 

STATEMENT  OF  ME.  FRANK  P.  COX,  MANAGES  FEDERAL  STREET 
WORKS,  GENERAL  ELECTRIC  CO.,  BOSTON,  MASS. 

Mr.  Cox.  Mr.  Chairman,  I  am  chiefly  interested  in  this  problem 
from  the  point  of  view  of  the  people  who  want  homes.  At  the  Fetl- 
eral  Street  Works  we  have  between  3,000  and  4,000  employees,  but 
the  General  Electric  Co.  at  Lynn,  of  which  the  Federal  Street  Works 
is  a  part,  and  as  to  which  I  represent  the  housing  interests,  averajje 
from  12.()(M)  to  l-t.OOO  employee^.  We  are  very  much  handicapi)o«i 
at  the  present  time,  and  have  been,  on  account  of  a  shortage  of  homes. 
People  come  to  Lynn  seeking  work,  desirable  in  every  way,  but  do 
not  remain,  because  they  can  find  no  place  to  house  their  families. 

Now,  a  false  impression  was  created  this  spring  by  some  one 
making  a  list  of  vacant  premises  from  the  City  Directory,  and  aii- 
nouncinir  that  there  were  1,100  homes  available:  so  the  situation  did 
not  seem  as  serious  as  it  might.  I  sent  a  man  to  every  one  of  those 
addresses,  and  we  found  that  they  were  garages,  stores,  halls,  and 
other  dilapidated  property.  At  the  end  of  the  investigation  I  found 
that  there  were  176  tenements  which  could  be  made  inhabitable  and 
fairly  satisfactory,  out  of  the  alleged  1,100.  There  was  not  one  that 
would  be  satisfactory  to  have  our  employees  move  into,  or  where  the> 
would  remain  or  make  a  home. 

The  Chairman.  This  is  in  Lynn? 

Mr.  C'ox.  Yes;  this  is  in  Lynn.  Now,  the  trouble  is  not  profiteer- 
ing on  the  part  of  the  landlords.  There  have  been  some  instances  of 
that,  of  course ;  but,  as  a  rule,  I  do  not  think  there  has  been  enough 
to  create  any  disturbance  at  all.  The  fact  is  that  the  property  is  not 
there.  Now,  the  home-owner,  if  he  wants  to  become  a  home-owner, 
is  faced  with  rising  costs,  and  if  he  builds  now,  he  is  facing  an  in- 
vestment charge  which  is  out  of  all  proportion  to  his  ability  to  carry 
it.    I  have  never  figured  the  relation  between  what  he  can  afford  to 
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pay  for  rent,  and  what  he  can  earn,  because  I  do  not  think  there  is 
any  relation;  but  I  have  figured  what  he  can  afford  to  pay  for  his 
liorae,  and  what  he  can  save ;  but  with  equal  incomes,  one  family  will 
save,  while  another  family  will  not ;  one  may  have  a  larger  family, 
iuul  sickness  and  other  troubles,  while  the  other  may  not;  but  it  is 
true  that  for  every  dollar  a  week  that  a  man  can  save,  including  what 
lie  is  now  paying  for  rent — he  can  pay  $375  for  a  home,  and  ne  can 
not  pay  anv  more.  ITiat  assiunes  that  he  has  10  per  cent  of  the 
nionev  available  for  the  purchase  price,  and  pays  6  per  cent  interest 
on  what  he  borrows.  But  even  if  he  has  more,  he  still  is  entitled 
to  his  return  upon  what  he  has,  which  he  could  get  in  other  channels. 
A  workman  in  Lynn  to-day  desiring  to  own  a  5-room  cottage  will  do 
very  well  if  he  can  build  it  for  $6,000  including  the  land. 

Mr.  Miij,KR.  AVliMt  did  those  little  cottages  on  the  top  of  the  hill 
in  Swanipscott  cost,  roughly? 

Mr.  Cnx.  T  do  not  know.  A  great  many  of  our  employees  own 
homes  that  were  bought  in  prewar  days,  and  the  average  price  as 
I  have  been  able  to  ascertain,  has  been  between  $2,500  and  $3,000. 
Before  tlie  war  they  could  buy  a  cottage  that  was  fairly  comfortable 
and  perfectly  satisfactory,  but  to-day  that  same  place  would  cost 
them  at  least  $6,000.  Now,  it  is  hopeless  to  see  industry  attempt  to 
trrow  in  any  town — and  this  is  true  of  all  towns,'  apparently — where 
you  can  not  house  your  employees.  They  get  togetner  in  centers — 
lujfl  the  character  oi  a  city  is  reflected  by  its  citizens — not  its  build- 
in^'> — and  you  have  all  sorts  of  bolshevism,  and  you  attract  a  bad 
eUment  of  laboi*.  if  you  have  bad  home  facilities.  The  situation  is 
in<leed  very  .serious. 

Tin*  Cii.viRMAN.  Mr.  Cox,  your  statement  indicates  that  it  costs 
Miinething  over  I(K)  per  cent  more  to  build  houses  to-day  than  it  did 
ui  the  prewar  period? 

.Nfr.  Cox.  I  should  say  that  was  very  conservative,  Senator. 

The  Chaikmax.  What  has  been  the  increase  in  compensation  gen- 
tTully  of  the  men  in  the  emplo}'  of  your  company? 

.Mr.  Cox.  More  than  100  perVent';  about  120  per  cent. 

Tlie  Chairman.  That  is,  on  an  average,  right  through? 

Mr.  Cnx.  On  an  average,  120  per  cent  at  least. 

llie  Chairman.  I  think  that  would  be  about  the  average  increased 
•o^t  of  living  and  housing.  I  know  that  some  living  costs  are 
iiiori*  than  l^M)  per  cent  advanced,  and  some  have  been  advanced 
!•  >*.  than  100  per  cent. 

Mr  Cox.  I  think  the  latest  figures  I  have  seen  on  the  cost  of  liv- 
M.jr— and  we  very  carefully  follow  it  up  in  our  local  condition — 
•^t-  have  a  ^statistical  department  for  that  purpose — are  less  than  SO 
jHi-  M'lit.  Tlie  employees,  ns  a  whole,  are  earning  more  in  propor- 
t.'.ii  to  their  living  expenses  than  they  did  before. 

The  Chairman.  What  has  your  concern  done  itself  to  create  l)etter 
.'•t.^ing  conditit>ns?  Have  vou  undertaken  to  afford  any  aid  to 
N"'.r  mt-n  or  to  assist  them  in  l)uilding  houses? 

Mr.  C«.x.  Indiviilnnlly.  \Ne  offer  thcni  aid.  We  have  no  regularly 
'•.niiulated  plan,  because  we  tlo  not  believe  in  mixing  up  the  rela- 
t  Ml:,  of  landlord  and  tenant  with  those  of  employer  and  employees; 

il  -.iiiy  of  the  emuloveo  desiring  to  build  homes,  or  to  buy  them  and 

-Tii'MJel  them,  will  lirift  into  my  oflice,  and  the  thing  will  be  taken 
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care  of  individually,  but  not  as  a  company  proposition.  I  do  not 
mean  that  I  put  tlie  money  up,  but  we  do  not  want  to  establish  a 
practice  of  that  kind,  and  we  are  not  taking  any  steps  toward  com- 
munity buildings. 

The  Chairman.  I  have  never  believed  in  having  factory  hooses. 

Mr.  Cox  No. 

The  Chairman.  Or  mill  houses,  in  the  sense  of  having  the  mill 
worker  or  the  factory  worker  dependent  upon  his  employer  for  his 
housing. 

Mr.  Cox.  No. 

The  Chairman.  But  in  these  difficult  days  I  have  found  that  some 
industries  have  felt  disposed  to  erect,  on"  a  considerable  scale,  cot- 
tages or  small  dwellings  that  their  employees  coidd  buy  under  some- 
what favorable  conditions.  The  Endicott-Johnson  concern,  of  Bing- 
hamton,  the  great  shoe  concern,  and  Goodrich,  of  Akron,  Ohio,  have 
built  a  great  many  such  houses  this  year.  I  think  Endicott-Johnson 
have  built  150,  and  they  are  selling  those  houses  to  the  men  at  just 
a  trifle  more  than  their  cost,  placing  a  savings-bank  first  mortgage, 
accepting  moderate  payment  down,  and  then  financing  the  second 
mortgage  themselves,  and  requiring  that  it  shall  be  paid  off  at  cer- 
tain given  periods.  -  It  would  seem  to  me  that  if  there  is  no  other 
relief  in  sight,  perhaps  the  orreat  industries  of  the  country  have  got 
to  do  something  of  that  kind  to  relieve  this  situation. 

Mr.  Cox.  That  has  been  under  discussion  at  great  length.  Senator, 
and,  of  course,  a  thing  is  never  settled  until  it  is  absohitely  finally 
tied  up  and  finished,  but  there  is  one  aspect  of  that  which  must  not 
be  overlooked.  In  case  of  a  falling  market — and  personally  I  be- 
lieve it  is  coming,  not  next  year,  but  before  it  would  be  paid  off— 
we  would  be  in  the  position  of  having  induced  or  encouraged — put  it 
any  way  you  want  to — our  employees  to  make  a  losing  investment. 
Now,  what  the  final  outcome  of  any  program  of  that  character  would 
be,  of  course,  I  can  not  say,  but  it  does  not  look  promising.  It  is 
not  a  question  of  selling  at  cost,  because  that  is  all  right;  but  we 
ought  not,  in  just  dealings  with  our  employees  who  do  not  happen 
to  want  a  home — we  ought  not  to  finance  or  to  lend  money  upon  a 
proposition  for  a  man  who  does.  The  proposition  of  selling  at  cost 
is  all  right,  however.  If  our  employees  or  any  of  them  want  to 
build  a  house  or  to  remodel  a  house,  although  we  have  not  found  any 
yet,  but  we  could  find  a  means  of  financing  it,  without  the  company 
directly  appearing  in  it. 

The  Chairman.  I  recognize  the  attitude  of  the  company,  and,  per- 
haps, under  the  same  conditions,  I  might  hesitate  to  go  into  the 
housing  business  myself;  but  what  is  the  answer  to  it  all?  If  every- 
body feels  that  the  present  high  costs  are  such  that  they  should  not 
take  the  risk,  then  the  Government  has  got  to  take  the  ri^ — the  State 
has  got  to  come  in  or  the  municipality,  and  take  it.  That  is  something 
that  I  would  deplore.  I  am  against  all  sorts  of  Government  building, 
except  as  a  last  resort;  but  as  a  last  resort  I  would  do  it;  although 
I  would  go  a  long  way  before  I  would  do  it.  I  would  deplore  going 
into  that  sort  of  thing  as  a  governmental  activity. 
Mr.  Cox.  It  certainly  should  be  only  as  a  last  resort. 
The  Chairman.  But  your  concern  has  a  great  interest  and  a  large 
investment  in  Lynn  ? 
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Mr.  Cox.  Yes. 

The  Chairman.  And,  after  all,  maybe  it  is  your  responsibility  as 
much  as  it  is  the  responsibility  of  anyone  else. 

Mr.  Cox.  It  is  in  a  lar^e  wav,  but  the  answer  is  this :  That  the  in- 
\estment  at  Lynn  and  the  employees  at  Lynn  will  not  grow  until  we 
tan  house  them.  There  are  other  places,  and  the  relation  of  landlord 
and  tenant,  and  the  question  of  encouraging  a  man  to  put  his  money 
into  a  home,  which,  on  the  purely  financial  aspect,  is  not  a  good  in- 
vestment, is  something  that  is  not  likely  to  be  lightly  undertaken. 
How,  for  example,  could  I  recommend  to  an  employee  that  he  own 
Ills  home,  when  I  have  never  owned  one  myself  and  have  no  intention 
of  so  doing  "i 

The  Chairman.  Well,  I  am  sorry. 

Mr.  Cox.  At  least  not  at  present. 

The  Chairman.  Since  I  have  been  22  years  of  age  I  have  owned 
my  own  home,  and  I  have  preached  it  all  my  life  that  it  was  the  very 
f>est  thing  any  community  could  do  to  have  home  owners. 

Mr.  Cox.  1  agree  with  you,  Senator.  Furthermore,  it  results  in 
'ompulsory  saving. 

The  Chairman.  Yes;  take  France,  where  a  majority  of  the  people 
live  in  their  own  homes,  and  there  we  have  the  very  best  kind  of 
'  itizenship;  they  do  not  have  a  roving  population.  I  know  that  vou 
'•an  not  go  out  and  build  homes  for  all  of  your  people,  and  that  all  of 
t!ieni  will  not  buy  liomes,  or  any  large  proportion  of  them,  perhaps, 
Int  vou  couhl  try  to  get  them  in  the  habit  of  doing  it. 

Afr.  Cox.  I  agree  with  you.  Senator,  that  it  would  be  the  best  thing 
in  the  world;  but  let  me  ask  you  this:  If  you  did  not  own  a  home 
t«»<lay,  would  you  build  one  or  would  you  wait? 

The  Chairman.  Well,  I  am  not  certain  that  prices  will  be  main- 
i jined  at  the  same  level,  but  I  am  inclined  to  think  that  I  would  build 
tny  home — a  very  modest  one — if  the  land  could  be  obtained  reason- 
a'.iy  cheap,  I  would  take  the  risk. 

Mr.  Cox.  The  chief  advantage  of  home  owning  is,  of  course,  that 
i  makes  a  l)etter  citizen,  but  the  real  thing  is  that  it  makes  saving 
•mpulsory.  A  man  who  is  buying  his  home  will  not  use  his 
nioney  recklessly.  But  taking  ever}'  individual  case  by  itself,  rent, 
\t*n  if  you  own  your  own  home,  is  there  just  the  same,  and  when 
'•'»u  can  rent  property  that  you  desire  for  a  decidedly  lower  rate  than 
» '  11  could  afford  to  own  it  the  individual  is  apt  to  go  to  that,  although 
'  ♦  te  is  h>t\\\  the  argument  that  the  home  owner  is  a  better  citizen  and 

*  J»**tter  worker. 

The  Chairman.  T  have  found  that  the  man  who  Imys  a  little  home 

'» live  in,  where. he  rents  out  the  top  floor  to  carry  it,  will  almost  drop 

r  his  tracks  before  he  will  lose  it,  and  even  his  wife  and  his  children 

'• .!!  go  out  to  work  in  order  to  help  save  it,  and  in  that  way  3'ou  build 

*  p  a  tremendous  interest  in  the  community  for  the  good  of  all.  T  can 
:"t  tell  Tou  gentlemen  your  business,  but  I  really  think  that  when 
"  **rr  is  a  risic,  as  you  have  sugir<*sted  and  as  I  am  willing  to  admit 
Nut  there  is,  of  lower  prices,  I  think  if  anyone  shall  take  that  risk  it 

*  the  great  concern  like  yours,  which  ought  to  do  something  in  these 
'."^^ult  days  rather  than  to  ask  the  State  to  do  it. 

Mr.  Cox.  I  am  not  at  all  disturbed  about  the  finances,  but  what  I 
jiij  disturbed  about  is  the  attitude  of  an  employee  who  himself  may 
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ha>e  taken  through  out  help,  if  you  please,  something  whicli  he  aft^r 
wards  regrets. 

Mr.  IVliLLER.  Are  you  familiar  with  the  financing  of  those  homes 
in  Akron? 

Mr.  C.'ox.  No;  not  in  Akron. 

Mr.  Miller  That  might  be  worth  looking  into.  It  was  a  very  well 
wcjrked  out  phui. 

Mr.  Cox.  If  a  man  has  U)  per  cent  of  the  cost  of  his  home,  it  is  a 
safe  enough  risk  without  any  bother,  and  then  if  he  can  pay  back  on 
that  8  or  10  per  cent  a  month,  say,  he  will  come  out  in  about  H 
years  owning  iiis  home,  and  a  better  citizen  and  a  better  workman. 

The  Chair3ian.  I  find  that  when  a  man  gets  started  he  pays  off  tlie 
second  mortgage  even  faster  than  the  contract  provides? 

Mr.  Cox.  Yea. 

The  Chairman.  He  just  struggles  along  to  get  rid  of  that  burden. 

Mr.  Cox.  But  it  is  very  necessary  that  he  should  understand  all 
the  time  that  he  is  living  in  that  house,  when  he  figures  up  his  re- 
ceipts as  compared  to  a  ounch  of  rent  receipts,  that  he  has  had  an 
equivalent  in  the  way  of  a  home  while  he  was  paying  for  it. 

The  Chairman.  1  es.  Now,  Mr.  Cox,  have  you  any  suggestion  ti> 
n^ake  as  to  what  can  be  done  to  relieve  the  situation  now? 

Mr.  Cox.  I  think  that  the  best  thing  which  could  be  done  would 
be  to  find  some  means  of  financing  the  difference  between  10  per  cent 
of  the  cost  of  the  property  and  what  he  can  normally  borrow.  Out- 
side of  our  own  employees  there  are  people  who  find  great  difficulty 
in  financing  that  difference,  and  a  good  workman,  with  steady  em- 
ployment, is  a  perfectly  sound  risk.  There  will  not  be  one  in  a  hun- 
dred that  will  go  back  on  it.  There  are  people  in  Lynn  to-day  who 
are  attempting  to  purchase  and  remodel  houses,  and  in  that  way  the 
landlord  is  nearly  always  willing  to  get  rid  of  them  at  what  would  he 
less  than  the  prevailing  rate,  because  they  are  not  paying  him  as  they 
are,  under  those  circumstances  a  number  of  them  coiUd  be  made 
into  homes  if  the  difference  between,  say,  75  per  cent,  which  you 
might  get  through  a  cooperative  bank,  and  the  10  per  cent,  which  the 
man  has,  could  be  financed  in  some  safe  vs^ay. 

The  ('hairman.  Well,  I  do  not  know  how  we  could  help  in  that. 

Mr.  Cox.  I  do  not  know,  either.  It  is  a  hard  proposition.  It 
seems  to  me  that  unless  something  is  done  to  reduce  the  cost  of 
building  the  only  possible  outcome  w-ill  be  community  centers, 
li.ige  apartments — and  the  Lord  knows  that  they  are  not  homes— 
but  the  employee  to-day  can  not  afford  to  live  in  a  house  which 
costs  as  much  as  he  will  have  to  pay  for  it  to-day — an  individual 
house — and  either  some  means  must  be  found  for  reducing  the 
cost  of  cottage  building  or,  in  order  to  live  at  all.  a  great  mass  of  our 
citizens  will  have  to  go  into  tenements  and  apartments  and  flat«  ami 
boarding  houses,  and  that  would  be  a  distinct  retrograde  movement 
from  good  citizenship.  Something  must  be  done  to  cheapen  the  cos^ 
of  cottage  building.  I  do  not  feel'a  particle  of  interest  in  the  higher- 
priced  houses,     li  a  man  wants  one  of  those,  he  can  pay  for  it. 

The  Chairman.  Is  that  all.  Mr.  Cox? 

Mr.  Cox.  Yes:  I  think  so.  Senator. 

The  Chairman.  Thank  you,  sir. 

Mr.  Nichols.  Xow,  we  wnll  hear  from  Mr.  Clifton  D.  Jack-^on. 
general  spf^r^tarv  of  the  Springfield  Chamber  of  Crmmierce. 
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STATEMENT  OF  MB.  CLIFTON  B.  JACKSON,  GENERAL  SECRETARY 
CHAMBER  OF  COMMERCE,  SPRINGFIELD,  MASS. 

The  Chatrmak.  Mr.  Jackson,  we  had  here  yesterday  your  mayor, 
and  the  president  of  one  of  your  savino^s  banks,  and  your  buildin^f 
commissioner,  who  pave  us  a  great  deal  of  information  about  the 
housing  conditions  in  your  city.  Can  you  grive  us  any  further  in- 
formation along  that  line? 

Mr.  Jackson.  There  are  several  factors.  Senator,  in  the  matter, 
an<l,  just  l)riefly,  I  want  to  review  one  or  two  factors  which  were  inti- 
mated yesterday. 

Sprihrfield  has  a  population  of  129.338,  according  to  the  last 
«Tnsus.    Hampden  County  has  a  population  of  300,000  approximately. 

The  Chairman.  Springfield  is  in  Hampden  County? 

Mr.  Jackson.  Yes ;  Springfield  is  in  Hampden  County.  And  other 
j>rominent  cities  are  Holyoke  and  Westfield ;  and  the  three  western 
counties  of  Massachusetts  have  a  population  of  some  500,000,  more 
or  less  dependent  upon  the  centering  transportation  facilities  in 
Springfiela. 

We  are  very  anxious  to  see  a  development  of  river  navigation  from 
Iljirtford  to  Holyoke,  through  Springfield,  particularly,  which  will 
enable  our  manufacturers  to  reestablish  former  trade  connections 
with  Boston  and  New  York — particularly  with  New  York — ^by  mak- 
ing the  Springfield  manufacturing  district  an  overnight  warehouse 
froni'their  market  in  New  York.  Formerly  by  the  railroad  service, 
tltrongh  car  service,  service  was  available  daily — our  paper  manu- 
facturers loading  at  5  o'clock  in  the  afternoon,  and  delivering  at  9 
oVlock  to  the  customer's  store  in  New  York  the  next  morning;  and 
w»*  U^l  that  the  new  water  power  bill  may  open  up  privileges  for  the 
•  •*•  miles  iHnlli  of  Hartford  of  distinct  value  to  our  community. 

The  Chairman.  Speaking  of  the  Avater  power  bill.  I  think  under 
tlie  terms  of  that  bill,  if  you  gentlemen  take  advantage  of  it,  you  will 
■i:ive  a  w<mderful  future  in  your  part  of  the  State. 

Mr.  Jackson.  We  have. 

The  Chaibman.  The  development  of  the  water  power  there  would 
probably  relieve  you  from  your  coal  shortage. 

Mr.  Jackson.  Quite  so.  The  Connecticut  River  is  to-day  delivering 
:>'^\j)(H)  electric  horsepower.  There  is  a  potentiality  of  1,000,000  yet 
»<•  U*  developed  in  the  Connecticut  River  north  of  llolyoke,  and  that 
challenges  real  cooperative  action  on  the  part  of  all  of  these  chambers 
of  conunerce. 

In  the  recent  railroad  situation  we  are  particularly  pleased  with 
♦he  cooperation  of  the  Boston  &  Albany,  the  New  York,  New  Haven 
^  Hartford,  and  the  Boston  &.  Maine  in  relieving  a  definite  ccmges- 
tion  on  L.  C.  L.  shipments. 

The  Chairman.  On  what? 

Mr.  Jacksox.  On  less  than  carload  lot  shipments  for  our  manu- 
facturers. We  had  an  aggravated  situation  in  Springfield,  and  the 
•ijxiKion  freight  agent  of  the  Boston  &  Albany  Railroad,  located  at 
Springfield,  was  able  to  combine  shipments  and  route  them  to  a 
'efinite  point  for  distribution — at  Philadelphia  or  Pittsburgh  or 
< '-r.cinnati,  as  th«  case  might  be — and  we  feel  that  if  there  can  be 
nK»re  active  cooperation  through  chambers  of  commerce,  traffic  com- 


538  RECONSTRUCTION   AND  PRODUCTION* 

mittees^  and  the  railroads  that  considerable  public  misapprehensioa 
can  be  wiped  out  through  better  teamwork. 

Mr.  Miller.  May  I  ask  if  that  cooperation  is  full  now  ?  Awhile 
ago  I  heard  of  the  Boston  &  Maine  taking  some  material  and  moving 
it  readily,  and  the  New  Haven  refusing  to  take  it  back.  That  was  on 
the  Springfield  Bridge.  It  delayed  the  work,  and  cost  the  contractors 
probably  a  thousand  dollars — simply  the  lack  of  cooperation  between 
the  different  officials  in  your  city. 

Mr.  Jackson.  Undoubtedly,  the  New  Haven  road's  yard  was  con- 
gested beyond  the  ability  to  quickly  handle  from  the  Boston  &  Maine 
yard.  The  time  may  come  when  Sprin^eld  will  have  to  have  a 
terminal  operating  company  instead  of  independent  operation  as  now 
obtains. 

The  Chairman.  Mr.  Jackson,  did  you  hear  the  testimony  of  Mr. 
Dewey  given  this  morning? 

Mr.  Jackson.  Yes. 

The  Chairman.  You  heard  him  say  that  the  railroads  of  the 
country  were  struggling  to  increase  the  railroad  mileage  of  their 
freight  cars  to-day  ? 

Mr.  Jackson.  Yes,  sir. 

The  Chairman.  Up  to  30  miles? 

Mr.  Jackson.  Yes. 

The  Chairman.  It  would  seem  to  me  that  here  in  New  England, 
where  the  situation  is  more  difficult  because,  as  he  indicated,  of  the 
density  of  your  population  and  the  short  hauls  for  the  freight  before 
it  is  broken  up,  that  the  chambers  of  commerce  could  render  a  great 
service  tlirough  cooperation  by  having  their  members  and  the  public 
service  utilities  do  all  that  they  could  to  unload  freight  cars  as 
promptly  as  possible  and  to  have  them  turned  back  for  other  service. 

Mr.  Jackson.  I  believe.  Senator,  that  the  time  is  jiear  at  hand 
when  chambers  of  commerce  secretaries,  as  the  technical  managers 
of  their  respective  organizations  in  New  England,  should  call  before 
them  gatherings  of  their  members  and  devise  the  best  possible  means 
of  handling  the  business,  in  order  that  they  may  go  back  to  their 
respective  places  with  a  concerted  plan  of  action,  m  no  way  dicta- 
tonal,  but  purely  informative;  and  I  have  been  an  advocate  in  the 
New  England  Secretaries'  Association  of  such  definite  informative 
information.  There  are  two  classes,  unfortunately — the  progressive 
and  the  conservative — among  the  New  England  secretaries,  which 
does  not  permit  that  idea  to  come  into  play;  but  I  think  you  are 
right,  that  the  chambers  of  commerce  are  a  very  influential  agency. 

The  Chairman.  With  the  railroad  operating  freely  and  handling 
your  business  promptly,  that  means  your  prosperity  ? 

Mr.  Jackson.  Yes. 

The  Chairman.  Of  course,  we  are  all  dependent  upon  the  rail- 
roads. 

Mr.  Jackson.  Yes. 

The  Chairman.  They  have  gone  through  a  period  of  war,  and 
they  have  not  increased  their  facilities.  They  will  argue — and  pjer- 
haps  justly — ^that  they  have  not  been  allowed  proper  compensation 
for  their  services.  The  problem  is  indeed  a  difficult  one,  and  it  is 
going  to  be  for  some  years ;  but  we  must  depend  upon  them,  for  we 
have  no  other  means  of  transportation ;  so  it  woula  seem  to  me  that 
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if  voiir  secretaries'  association  in  Xew  England  could  get  together 
ani  have  a  man  like  Mr.  Dewe}^  or  even  ask  Mr.  Willard,  who  is 
chairman  of  the  railroad  executives'  committee,  to  come  before  you 
and  tell  you  where jvou  could  help,  you  would  render  a  greater  service 
to  the  people  of  this  part  of  the  country  than  anytning  else  that 
could  be  done. 

Mr.  Jackson.  As  an  illustration  of  the  attempt  along  that  line, 
the  New  England  secretaries  met  in  Springfield  this  spring,  and 
they  had  as  one  of  their  speakers  Mr.  Garrett  Fort,  recently  ap- 
pointed president  of  the  Boston  &  M^ine  Railroad.  The  desire  was 
expressed  that  the  Boston  &  Maine  Railroad  should  issue  a  layman's 
bulletin,  to  be  distributed  to  chambers  of  commerce  in  cities  served 
by  the  Boston  &  Maine.  Mr.  Fort  did  put  that  proposition  into 
play,  and  with  some  g6od  effect. 

I  received  a  bulletin  not  long  ago  containing  a  discussion  of  the 
prol)lems  that  the  railroads  are  facing;  and  I  think  that  should  be 
taken  up  along  the  lines  of  other  railroads — the  Boston  &  Albany 
and  the  rfew  York,  New  Haven  &  Hartford. 

Now,  as  to  our  situation  in  Springfield,  I  want  to  leave  with  you  a 
report  published  in  Community  Progress,  our  chamber  of  commerce 
magazine,  which  is  a  very  careful  analysis,  prepared  by  one  of  our 
vice  presidents,  of  the  housing  situation. 

Springfield  has  doubled  in  population  every  20  years  for  the  last 
century.  In  the  last  10  years  we  are  within  5  per  cent  of  that  rec- 
ord, with  a  45  per  cent  increase.  We  had  a  definite  abundance  of 
homes  for  rent  in  1917  in  Springfield.  To-day  there  is  a  definite 
scarcity,  but  we  feel  that  there  is  not  an  acute  situation  in  Spring- 
field. A  number  of  men  who  have  recently  come  to  Springfield  could 
find  homes  if  they  wanted  them,  but  they  are  not,  perhaps,  just  in 
the  neighborhood  or  of  the  class  or  quality  that  they  desii*e.  There 
areplenty  of  domiciles  available,  however. 

we  should  build  about  1,045  homes  a  year  in  Springfield  to  keep 
up  with  our  normal  rate  of  growth,  and  T  want  to  leave  this  with  you, 
because  it  sums  up  what  Mr.  Lumis  and  other  gentlemen  may  have 
mentioned  and  what  Mr.  Allen,  of  the  Ley  Co.,  will  mention  this 
morning. 

Now,  as  to  our  housing  corporation  in  Springfield,  we  had  great 
hopes  and  we  secured  a  charter  one  year  ago  for  a  million-dollar 
housing  corporation,  but  when  the  time  came  to  put  the  money  into 
play  our  manufacturers  abandoned  the  proposition  because  of  the 
imcertainty  of  the  new  level  of  values.  We  felt  that  we  were  ap- 
proaching a  peak  and  that  we  were  about  to  slide  down  into  the 
vnllpy  on  prices.  Therefore,  they  withheld  putting  in  the  necessary 
^^lm  of  money  and  the  i-esult  is  that  it  has  not  yet  been  financed.  For 
instance,  the"  Fisk  Rubl)er  Co.,  Gilbert  &  Barker,  the  Ilendee  Co.,  ' 
and  the  Westinghouse  Co.  do  not  want  to  invest  anv  monev  in  a  hous- 
ing  corporation  until  thev  are  satisfied  that  conditions  are  at  a  new 
level  or  back  to  a  known  level  of  prewar  days.  T  do  not  think  there 
irill  ever  be  a  prewar  level  again.  We  have  not  surrendered  our 
charter,  and  we  arc  perfectly  willing  to  go  ahead  in  trying  to  solve 
the  problem  on  a  general  cooperative  basis. 

Tiir  Chaiiim  \n.  .Itist  explain  how  you  are  going  to  work  that  out. 

Mr.  JArTv»*«>x.  We  hope  to  form  a  housing  corporation  which  will 
l-mvide  for  absorbing  seconcl  mortgages,  assuming  an  average  of 
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50  per  cent  on  first  mortgages  bv  the  banks,  and  10  to  20  per  cent 
by  the  home  builder,  with  the  difference  on  second  mortgage  for  a 
short  term  of  years — probably  10  years — renewable  through  the 
housing  corporation. 

The  Chairman.  With  the  second  mortgages  made  payable  in  in- 
stallments every  three  or  six  months? 

Mr.  Jackson.  Yes ;  at  an  agreeable  rate  of  interest. 

The  Chairman.  I  think  to-day  you  would  be  perfectly  safe  in 
doing  that,  if  you  could  be  sure  of  an  ample  flow  of  building  ma- 
terials into  your  city.  I  think  that  once  we  can  adjust  the  trans- 
portation situation,  it  will  cut  down  the  cost  of  building  materials 
20  or  25  per  cent;  and  with  that  done,  and  a  disposition  on  the 
part  of  labor  to  work  intensively,  you  will  produce  houses  that 
people  can  afford  to  build  to  be  sold  at  a  moderate  profit,  and  I 
know  that  there  would  be  a  market  for  them. 

Mr.  Jackson.  There  are  two  conditions  developing  in  Springfield, 
which  maybe  vou  have  found  in  other  New  England  cities.  The 
first  is  this:  in  the  last  14  months  something  like  $30,000,000  of 
new  industrial  capital  has  located  in  our  city — such  companies  as 
the  Rolls-Royce,  the  expansion  plans  of  the  Westinghouse,  and  the 
Diamond  Match  Co.  They  will  require,  when  they  are  under  way. 
approximately  20,000  employees,  and  that  will  mean,  T  .should  say.  a 
net  increase  of  employees  around  8,000,  because  our  other  industries 
will  gradually  reduce  from  their  high-peak  load  to  a  more  normal 
full-day  operation,  rather  than  a  night-shift  operation.  Then  there 
is  another  factor  which  is  right  along  with  that  new  incoming  capi- 
tal, and  that  is,  our  chamber  of  commerce  has  recently  been  able 
to  serve  our  street  railroad  system  in  the  sale  of  $300,000  worth  of 
bonds  to  open  up  a  cross  section  of  our  city,  which  will  make  avail- 
able housing  facilities  for  25,000  population,  and  will  also  open  up 
three  and  a  half  miles  of  industrial  property  along  the  Boston  & 
Albany  and  the  New  York.  New  Haven  &  Hartford  Railroads. 
Now,  we  will,  we  feel,  with  that  new  condition,  with  the  new  street 
railway  facilities,  it  will  allow  speculative  building  to  come  into 
play,  and  that  ought  to  solve  the  problem  without  any  definite  con- 
certed attempt. 

The  Chairman.  T  think,  Mr.  Jackson,  that  vour  industries  have 
a  responsibility  that  they  must  assume,  and  that  they  ought  to  trv 
to  bring  about  a  housing  situation  whereby  their  own  people  will 
be  satisfied  with  the  living  conditions  in  Springfield. 

Mr.  Jackson.  T  think  the  subject  is  open  to  pro  and  con  argument. 

The  Chairman.  Yes. 

Mr.  Jackson.  T  think  it  would  be,  perhaps,  somewhat  difficult.  If 
you  were  a  member  of  one  of  our  boards  or  of  one  of  our  newer  in- 
dustries— say,  the  Rolls  Royce — and  I  should  come  to  you  and  ask 
you  to  vote  for  the  taking  of  $500,000,  say,  of  your  four  or  five 
million  dollar  capital,  and  putting  it  into  the  slow-going  investment 
of  home  construction,  compared  to  the  active  investment  of  manu- 
facturing motor  cars,  I  think  you  would  not  want  to  take  those  funds 
out  at  this  time. 

The  Chairman.  No;  I  would  not,  unless  there  were  a  real  emer- 
gency and  I  was  compelled  to  do  it,  to  take  care  of  my  own  men. 
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Mr.  Jackson.  But  do  3^ou  not  feel  that  in  a  larger  community, 
\\  here  there  is  much  better  opportunity  for  speculative  competition — 
I  <lo  not  mean  exploiting  of  home  building,  but  responding  to  the  law 
of  supply  and  demand — do  you  not  feel  that  a  larger  community 
run  adjust  its  problems  automatically,  rather  than  to  nave  the  manu- 
facturers go  into  any  joint  effort? 

The  Chairman.  1  find,  upon  examination  into  that  particular 
phase  of  it,  this  situation:  The  speculative  builder,  who  has,  in  the 
p:ist,  l)een  building,  say,  10  or  20  houses  a  year,  at  a  cost  of  $5,000 
tj)it»fe,  has  gone  out  and  borrowed  $2,500  from  a  savings  bank,  and  he 
has  sold  his  houses  for  a  $1,000  down,  and  taken  a  second  mortgage — 
{:  mortgage  for  $1,500.  Now,  he  has  made  a  profit  of  seven  or  eight 
itimdred  dollars  on  a  house,  and  therefore,  in  his  $1,500  second  mort- 
La;:e  he  onlv  has  seven  or  eight  hundred  dollars  of  actual  capital 
!ii\ested.  ?^ow,  if  he  attempts  to  build  25  houses,  to-day,  he  finds 
IMThaps  that  they  will  cost  him  $10,000  apiece,  and  he  can  only  borrow 
>1.^H)0  on  them — because  the  loaning  company  is  a  little  timid,  per- 
il.,ps,  alK)ut  giving  him  the  ni(»ney— and  he  gets  a  thousand  dollars 
•i'Mvii  on  ihe  property  now,  and  he  is  selling  that  house  for  perhaps  a 
iii'»M-and  dnllars  profit.  He  takes  ii  second  mortgage  for  $5,000  and 
si.fNK)  of  his  money  is  rej)resented  there,  as  against  $800  in  the  other 
project:  and  he  can  l)uild  just  one-fifth  as  many  houses.  Now,  that 
1^  the  diffirulty,  and  yon  are  not  going  to  get  him  to  do  it,  and  he  is 
t<»t  doing  it  to-<l:iy,  under  the  present  condition,  unless  some  one  is 
\   lliiig  to  help  him  to  carry  the  burden. 

Mr.  Jackson.  What  would  you  do  with  this  problem,  on  the  other 
hand :  A  house  costing  $4,500  in  1914  costs  sixty-five  hundred  or  six 
thousand  dollars  to-day,  and  you,  as  a  director  in  one  of  these  corpora- 
tions should  vote  for  building  10  houses  at  $6,000,  allowing  the  work- 
man to  accumulate  an  equity  in  two  or  three  years  of  $1 ,500.  In  two 
•»r  three  years  that  same  house  can  be  built  for  $5,000  or  $4,800,  we 
"ill  say.  Now,  how  are  you  going  to  explain  that  drawback  in 
t:i»-  future  to  the  workman  who  has  lost  his  equity  because  of  the 
:  ;  lacement  value  at  that  time? 

The  Chairman.  I  doubt  if  we  are  going  to  have  a  shrinkage  to 
t  .  ii  extent.    We  mav  have  some  shrinkage — and  probably  will — but 

M,  are  facing  a  difficult  situation,  and  you  have  got  to  have  houses 
•<  r  f>eople  to  live  in,  and  some  one  has  to  take  some  risk,  if  they  want 

Mr.  Jack.**on.  As  soon  as  there  are  normal  times  ahead  or  a  vision 
''  T>f»nnal  times  ahead,  I  think  the  problem  will  be  approached  again 
.'-   t  was  approached  in  the  spring. 

I  he  CiiAiKMAX.  If  we  could  get  to  a  point  where  we  were  sure  that 
''  r»*  would  Ik*  no  further  shrinkage  in  the  values  of  buildings,  then 
\    one  wouhl  need  the  assistance  of  your  industries. 

Mr.  JAf'Ksr)N.  In  view  of  the  fact  that  we  had  a  surplus  of  homes 
r  MM  7,  and  we  have  an  apparent  .shortage  to-day,  there  is  a  rapid 
•  anri  down  movement  there. 

The  Chair.max.  But  vou  know,  of  course,  that  the  shortage  to-day 
•^.♦•s  larpt»ly  from  Fec^eral  orders  in  1917  and  1918,  on  account  of 
J-  war,  whereas  in  1919  when  there  was  an  opportunity  and  when 
I.  itcrial  was  reasonably  cheap — ^because  it  was  not  as  liigh  as  it  is 
'■-dftT  by  25  per  cent  anyhow — ^there  was  not  the  building  that  there 
rr.i^fat  have  been. 
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Mr.  Jackson.  I  think  the  whole  situation  is  like  trying  to  tip  a 
man's-sized  gyroscope;  if  you  try  to  tip  it  violently,  you  are  going  to 
get  tipped  yourself,  but  if  you  will  swerve  it  gently,  it  can  be  done 
without  danger. 

Mr.  Miller.  I  have  had  drawn  to  my  attention  some  blanks  that 
were  distributed  amongst  chambers  of  commerce  to  be  used  by  their 
members  for  reporting  delays  in  unloading  cars.  Have  you  ever  seen 
any  of  those  blanks? 

Mr.  Jackson.  One  of  my  associates,  I  believe,  has  received  such 
blanks. 

Mr.  Miller.  It  seems  to  me  that  if,  in  your  meetings  of  secretaries, 
some  practical  method  of  reporting  the  unloading  of  cars  to  free  those 
cars  could  be  adopted  it  would  help  all  concerned. 

Mr.  Jackson.  In  the  majority  of  cases  in  our  city  manufacturers 
are  so  urgently  in  need  of  cars  that  they  are  unloading  them  very 
promptly. 

Mr.  Miller.  On  the  other  hand,  some  abuse  the  privilege,  and  to 
those  attention  should  be  drawn  by  some  regularly  organized  body 
in  a  systematic  way. 

Mr.  Jackson.  Surely. 

The  Chairman.  Is  that  all  you  have  to  suggest  to  the  committee, 
Mr.  Jackson? 

Mr.  Jackson.  Yes,  Senator. 

The  Chairman.  Thank  you,  sir. 

Mr.  Fay.  I  think  you  have  been  impressed,  Senator,  with  the  fact 
that  Springfield  is  a  progressive  city.  In  fact,  I  have  heard  it  char- 
acterized as  "  an  eastern  city  with  a  western  breeze."  We  have  one 
more  witness  from  Springfield,  Mr.  Leslie  H.  Allen,  of  the  Fred  T. 
Ley  Co.,  an  engineer  who  has  devoted  several  years  of  careful  and 
intensive  study  to  the  housing  problem. 

STATEUENT  OF  ME.  LESLIE  H.  ALLEN,  BEPBESENTINO  FEED  T. 

LEY  CO^  SPKTKrGFIELD,  MASS. 

Mr.  Allen.  I  represent  the  housing  committee  of  the  Massachu- 
setts Chamber  of  Commerce  on  housing  matters,  and  the  Ley  Co. 
as  regards  building  in  general. 

The  Chairman.  The  committee  will  be  very  glad  to  have  vou  give 
us  what  information  you  have  that  j'^ou  think  will  be  helpful  to  us 
in  framing  recommendations  to  Congress  for  the  relief  of  the  present 
housing  shortage. 

Mr.  Allen.  As  regards  building  in  general  in  New  England,  and 
the  building  of  houses  also,  I  think  that  the  immediate  obstacles  are, 
first,  a  lack  of  credit ;  and,  secondly,  the  high  cost,  coupled  with  low 
rents ;  and,  third,  our  transportation  difficulties. 

I  find  to-day  that  there  are  quite  a  number  of  manufacturers  who 
would  extend  their  plants,  and  who  would  build  houses,  if  they  could 
borrow  the  money  to  do  it  with ;  but  credit  is  tight  universally  and 
they  can  not  get  it.  Even  in  New  York  our  concerns  take  contracts 
with  operators  for  over  a  thousand  houses  to-day,  but  we  can  not  get 
the  money,  and  we  offer  good  security  for  it,  but  the  credit  is  not 
available.  The  contraction  of  credit  initiated  by  the  Federal  reserve 
banks  has  been  applied  somewhat  indiscriminately,  and  the  indus- 
tries, including  the  production  of  houses  which  do  not  have  higfi 
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rents,  have  suffered  more  than  those  that  do.  We  read  in  the  papers 
to-day  that  $40,000,000  worth  of  sugar  is  being  hehl  in  a  sugar  re- 
finery here  at  Revere.  There  must  be  money  loaned  to  take  care  of 
that  hoarding,  and  I  think  that  is  an  instance  of  the  unfair  applica- 
tion of  the  restriction  of  credit — one  man  can  borrow  while  another 
man  can  not. 

The  Chairman.  Is  not  that  because  there  is  a  limit  to  the  rate  of 
interest  that  can  be  charged? 

Air.  AuuEN.  Yes. 

The  CiJAiRMAN.  Your  legal  rate  here  is  6  per  cent? 

Mr.  AixEN.  Yes. 

The  Chairman.  And  people  hesitate,  then,  to  violate  the  usury 
laws — do  you  have  usury  laws  in  this  State? 

Mr.  Allen.  No  ;  I  do  not  think  we  do. 

The  Chairman.  In  New  York  a  man  can  not  charge  more  than  6 
per  cent  on  a  mortgage. 

Mr.  Allen.  I  know  that. 

The  Chairman.  Otherwise,  they  make  themselves  liable  to  a  suit, 
and  they  can  lose  all  their  interest — and  their  principal  under  some 
circumstances. 

Mr.  Allen.  Yes.  I  assume  that  the  people  who  have  money  loaned 
on  sugar  are  getting  the  legal  rate  of  interest,  and  perhaps  a  bonus 
of  some  character,  or  they  do  it  by  selling  their  notes  in  some  way 
to  avoid  the  law.  The  gentlemen  who  are  bankers  Imow  just  how  that 
is  done.    It  is  a  more  enective  thing;  and  then,  too,  it  is  a  call  loan. 

The  Chairman.  Where  the  money  can  be  readily  recalled,  while 
mortgages  on  buildings,  of  course,  are  a  long-term  proposition. 

Mr.  Allen.  Yes, 

The  Chairman.  Have  you  thought  out  any  scheme  by  which  you 
think  we  can  relieve  the  situation? 

Mr.  Allen.  It  seems  to  me  that  the  Federal  reserve  bank  has 
already  endeavored  to  encourage  certain  kinds  of  loans.  For  in- 
stance! they  give  a  lower  rate  on  two-name  paper  than  on  single- 
name  paper,  but  that  would  seem  to  me  to  establish  a  precedent  for 
other  discrimination  in  the  making  of  rediscount  loans,  and  that 
they  could  arrange  loans  that  were  not  made  for  the  public  good — 
for' the  production  of  necessaries  of  life,  let  us  say — I  think  that 
such  a  scheme  could  be  worked  out.  I  am  not  a  banker,  and  I  can 
do  no  more  than  offer  a  suggestion,  but  it  seems  to  me  that  something 
rould  be  worked  out  along  that  line. 

The  Chairman.  Of  course,  the  Federal  -reserve  bank  has  no  au- 
thority to  loan  on  mortgages  or  to  rediscount  mortgage  obligations. 

Mr.  AiXEN.  It  would  be  quite  a  help  if  they  had  that  authority. 

The  Chairman.  The  theory  of  the  Federal  reserve  bank  is  that  it 
will  lie  a  help  in  times  of  trial  and  emergency  only;  that  is,  to  take 
oMigations  tnat  are  due  within  a  reasonable  period,  rather  than  to 
undertake  to  handle  obligations  that  run  for  a  period  of  years. 

Mr.  Allen.  Well,  we  nave  come  into  a  different  kind  of  stress  or 
time  of  stress  now  that  applies  to  different  things,  and  it  seems  to 
me  that,  having  started  on  that  plan  of  helping  our  country  in  times 
of  triaK  if  the  principle  is  a  good  one,  it  might  be  extended. 

The  Chairman.  You  have  in  mind,  then,  the  evolving  of  some 
arrani^ement  by  which  we  could  get  long-term  credit  in  a  matter  of 
this  kind! 
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Mr.  Allen.  Yes.  I  think  that  if  the  credit  situation  were  relieved, 
SO  that  any  man  who  wanted  to  build,  whether  it  be  houses  or  facto- 
ries, could  obtain  the  money  he  needed,  the  railroads  would  not  be 
able  to  take  care  of  the  situation.  At  present  we  are  managing  to 
struggle  along  and  build  most  of  the  work  for  which  contracts  are 
being  let,  but  we  are  having  great  difficulty  in  getting  a  few  items 
like  cement  and  sanitary  goods,  and  the  difficulty  in  getting  cement 
is  put  down  to  the  difficulty  of  getting  coal  in  other  districts.  We 
do  not  make  cement  here  in  New  England.  Our  railroads  could  not 
take  care  of  the  extra  burden  if  aU  the  building  that  is  planned 
should  go  ahead  now. 

The  Chairman.  Mr.  Allen,  have  you  seen  any  evidence  in  New 
England  of  a  combination  amongst  building-material  interests  to  fix 
prices  ? 

Mr.  Allen.  I  have  not  seen  any  evidence  of  it ;  no.  I  think  the 
price  of  lumber  is  absurdly  high  and  out  of  all  reason ;  but  I  have  no 
evidence  that  there  is  any  combination.  I  think  it  is  more  a  matter 
of  individual  builders  bidding  for  the  lumber.  The  cut  was  very 
small,  I  am  told,  partly  because  men  could  not  be  induced  to  go  into 
the  woods  when  they  could  get  a  job  in  a  warm  factory  and  partly 
because  of  the  excess-profit  tax  on  the  lumber  industry.  When  you 
cut  down  a  tree  you  can  not  cut  down  that  same  tree  next  year, 
whereas  when  you  have  built  a  motor  car  you  can  build  another  one. 
That  is,  however,  all  hearsay.  I  have  no  direct  evidence  on  that 
point. 

The  Chairman.  The  committee  has  been  informed  that  there  has 
been  a  fall  in  the  price  of  lumber  at  the  southern  mills.  Has  that 
been  reflected  here  at  all  ? 

Mr.  Allen.  There  has  been  a  slight  fall  of  something  like  10  per 
cent  from  a  high  price  of  about  $70  base  to  ^'63,  and  that  is  due,  I 
think,  more  to  the  contraction  of  credit  and  certain  lumber  dealers 
having  stocks  on  which  their  loans  were  reduced  rather  than  to  any 
general  excess  of  siipply  or  to  demand. 

The  Chairman.  We  were  discussing  a  moment  ago  the  contraction 
on  credits  for  building  purposes  ? 

Mr.  Allen,  Yes. 

The  Chairman.  Have  you  been  informed  of  any  of  the  savings 
banks  in  New  England  requiring  the  payment  of  a  bonus  to  make  a 
loan  over  and  above  the  legal  rate  of  interest  ? 

Mr.  Allen.  No;  I  have  not.  I  am  not  in  touch  with  the  situation 
with  respect  to  the  making  of  small  individual  loans,  and  I  have  no 
evidence  on  that  point.  1  was  told  yesterday  of  the  man  who  had  a 
mortgage  in  the  trust  company  on  which  the  rate  had  been  raised  to 
8  per  cent,  and  he  had  applied  to  a  savings  bank,  which  gave  him 
one  at  6  per  cent.  That  is  one  isolated  instance,  but  I  have  not  any 
evidence  to  offer  on  the  subject  generally. 

Mr.  Miller.  Have  you  heard  of  any  bonuses  being  exacted  in  New 
York? 

Mr.  Allen.  No. 

The  Chairman.  So  that  your  recommendation  to  this  committee  is 
that  we  try  to  devise  some  sort  of  legislation  that  will  tend  to  help 
credits? 

Mr.'  Allen.  Yes,  sir. 
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The  Chairman.  For  the  building  industry,  both  industrial  and 
housing? 

Mr.  Allen.  Yes,  sir;  and  for  other  necessaries  of  life  which  are 
hampered  in  the  same  way.  Transportation,  for  example — a  neces- 
sary of  life — is  in  dire  straits  to-day. 

The  Chairman.  Of  course,  you  mow  that  the  income  from  invest- 
ments in  mortgages  on  buildings  is  subject  to  the  excess-profits  tax 
and  the  income  tax  ? 

Mr.  Allen.  Yes. 

The  Chairman.  Do  you  think  a  repeal  of  the  excess-profits  tax 
and  some  modification  of  the  surtaxes  would  help? 

Mr.  Allen.  It  would  be  a  little  help,  but  I  do  not  think  it  would 
make  a  great  deal  of  difference.  As  far  as  credits  are  concerned, 
there  is  more  difficulty  in  financing  the  gap  above  a  first  mortgage 
than  finding  the  first  mortgage  itself,  even  though  that  is  hard 
enough  in  itself.  Along  that  line,  my  thought  would  be — of  course, 
some  cities  are  suggesting  forming  second-mortgage  corporations  and 
some  have  tried  it,  but  they  have  not  produced  any  results,  except  in 
Detroit,  that  are  at  all  commensurate  with  the  effort  put  into  it.  It 
is  because  the  individual  will  not  take  the  initiative;  and  the  manu- 
facturer, unless  he  is  very  hard  up  against  it,  will  not  do  so  either- 

Take  our  own  city,  where  our  housing  condition  is  not  so  urgent 
as  in  many  other  cities,  but  it  is  going  to  be  unless  steps  are  taken  to 
forestall  it,  and  there  is  no  incentive  tnere  for  a  loan  to-day  any  more 
tlian  there  is  in  Lynn — to  put  his  money  into  financing  that  gap — 
and  my  thought  would  be  that  if  a  city  can  borrow  above  its  tax 
limit,  in  accordance  with  the  statutes  in  Massachusetts,  if  they  were 
to  put  that  money  into  financing  a  large  development,  and  let  the 
e<juitv  be  put  in  by  the  leading  interests  in  the  city  then  the  risk  of 
a  fall  could  be  taken  care  of  by  an  adjustment  sucn  as  was  proposed 
in  England  but  not  carried  out.  The  original  idea  in  the  English 
<  fovernment  housing  financing  was  that  at  the  end  of  a  period  either 
of  i)  or  10  years — I  forget  which 

\  Voice.  Seven  years. 

Mr.  Allen  (continuing).  Seven  years,  that  they  should  appraise 
those  houses,  and  the  Government  should  write  off  from  the  amount 
they  had  loaned  a  percentage  of  loss,  and  that  the  city  or  town  should 
write  off  their  percentage :  and,  of  course,  the  individual  purchaser, 
if  there  had  been  one,  would  also  write  off  his  percentage. 

The  risk  is  something  that  is  a  bogy  that  is  scaring  everybody 
here  right  now.  I  agree  with  you  that  it  is  not  so  serious  as  they 
think  it  is;  and  even  if  materials  should  come  down  20  per  cent 
through  improvement  in  transportation,  that  only  means  10  per 
ii-nt  of  the  cost  of  the  house,  and  less  than  10  per  cent  of  the  cost  of 
the  house  and  land,  and  it  is  not  a  very  big  item.  Another  thing 
with  regard  to  the  purchase  of  a  house — selling  to  an  em^)loyee  a 
house  that  may  fall  m  price — if  the  organization  that  is  selling  that 
house,  whether  it  be  a  manufacturer  or  a  local  housing  corporation, 
Would  guarantee  to  redeem  the  investment  of  that  man  and  say  to 
him,  "  We  will  buy  it  back  from  you  at  any  time  at  what  you  paid 
f'T  it  minus  an  agreed  depreciation,"  which  could  be  fixed  at  IJ  for 
a  brick  house  ana  3  per  cent  for  a  frame  house,  you  would  remove 
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that  fear  of  being  tied  up  with  an  investment  at  a  high  price  that 
could  not  be  unloaded  except  at  a  great  loss. 

The  Chairman.  That  might  be  a  way  out  of  it^  and  that  might 
be  a  plan  under  which,  perhaps,  the  great  industrial  factors  in  our 
cities  might  come  in  on  it. 

Mr.  Allen.  I  think  so.  I  think  that  in  any  city  that  feels  a  need 
of  houses — New  Bedford,  for  instance,  whicn  is  feeling  the  pinch, 
1  suppose,  as  badly  as  any  city  in  New  England,  or  Providence — I 
do  not  believe  there  would  be  any  difficulty  in  raising  amongst  the 
manufacturers  a  fund  of  15  per  cent  of  the  amoimt  of  the  develop- 
ment; and  if  the  savings  banks  could  come  in  with  15  per  cent  of 
the  cost — not  the  value — of  the  houses  and  the  city  were  allowed  to 
borrow  on  its  bonds  enough  money  to  fill  in  the  diflPerence,  and  also 
have  the  right  to  scale  that  down,  if  there  was  a  big  fall  in  values,  it 
would  calm  people's  fears.  I  do  not  believe  they  would  ever  have  to 
do  it,  but  at  any  rate  there  would  be  a  bogy  taken  care  of. 

The  Chairman.  You  should  write  to  the  mayor  of  Fall  River  and 
suggest  it  to  him.  I  am  wondering  if,  under  vour  State  law,  the 
municipality's  money  can  be  loaned  in  the  form  that  you  suggest. 

Mr.  Allen.  I  douot  if  it  can.  We  may  need  more  laws  or  consti- 
tutional amendments  to  put  it  through. 

The  Chairman.  I  looked  over  the  law  hastily  yestei'day,  and  sent 
a  copy  of  it  to  some  of  our  New  York  people  who  are  considering 
legislation  of  that  character.  Whether  or  not  a  city's  loans  must  be 
of  a  first-mortgage  character  is  a  question.  I  doubt  if  the  city  would 
lose  anything  on  the  scheme  you  propose,  and  it  would  be  taking 
care  of  an  emergency.    Is  there  anjthmg  lurther,  Mr.  Allen? 

Mr.  Allen.  No  ;  I  think  of  nothing  further. 

Mr.  Miller.  You  have  spoken  of  credits.  There  are  other  factors, 
however,  that  you  have  not  said  much  about. 

Mr.  Allen.  I  spoke  of  transportation  in  a  general  way.  I  have 
not  very  much  to  say  on  that  unless  you  have  something  that  you 
desire  particularly  to  have  me  touch  on. 

The  Chairman.  The  fact  that  a  man  who  buys  a  piece  of  property 
under  present  conditions  can  hand  it  back  again,  as  you  propose  to 
do,  at  exactly  the  price  he  paid  for  it,  with  the  depreciation  marked 
off,  is  a  thing  that  probably  would  induce  a  whole  lot  of  them  to  hold 
onto  them. 

Mr.  Allen.  I  think  so.  Of  course,  the  ordinary  home  owner  does 
not  realize  that  there  is  such  a  thing  as  depreciation.  He  gambles 
on  his  land  increasing  in  value,  and  the  value  of  the  property  gen- 
erally increases.  It  has  worked  out  in  many  cases,  but  I  do  not  think 
it  will  work  out  in  the  future.  The  ordinary  landlord  doesn't  know 
that  there  is  any  such  thing  as  depreciation,  and  one  thing  that  deters 
people  from  buying  houses  is  that  rents  have  been  too  low*  wherever 
you  go,  largely  because  depreciation  has  not  been  allowed  for. 

The  Chairman.  We  thank  you,  Mr.  Allen. 

Mr.  Allen.  Not  at  all,  Senator. 

Mr.  Fat.  Mr.  Chairman,  I  wish  to  ask  Mr.  Allen,  throucrh  you, 
one  or  two  questions,  which  I  think  may  be  illuminating.  I  would 
like  to  ask  what  Mr.  Allen  considers  a  fair  percentage  of  gross 
rental  to  be  paid  an  investor  to-day  to  coyer  all  cnarges? 

Mr.  Allen.  I  think  an  owner  living  in  his  own  house^  well  built, 
can  not  figure  less  than  11  per  cent ;  and  a  landlord  renting  to  others 
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can  not  figure  less  than  13  per  cent.  The  figure  often  should  be 
higher  than  that,  especially  in  poorly  built  houses.  It  is  an  impor- 
tant thing  that  the  q^uality  of  construction  in  the  ordinary  workman's 
house  is  very  poor,  indeed,  and  the  depreciation  is  very  high.  You 
take  the  owner  of  a  well-built  house — suppose  we  take  a  house  that 
cost  $6,000  to  build,  on  land  that  cost  a  thousand  dollars,  and  we  have 
$7,000.  He  ought  to  figure  at  least  6  per  cent  for  interest,  whether 
it  is  borrowed  money  or  his  own  capital.    There  is  $420  a  year. 

Now,  his  taxes,  insurance,  and  water — ^the  insurance  and  the  water 
are  very  small,  and  we  can  lump  them  together — ^they  will  not 
amount  to  more  than  1^  per  cent,  because  valuations  are  not  as  high 
as  present  day  costs.  One  and  one-half  per  cent  on  his  total  would 
give  him  $105  a  year.  Then,  for  maintenance  he  could  probably  get 
by  with  1^  per  cent,  which  would  give  him  $90  a  year;  and  for  depre- 
ciation on  a  well-built  house  if  he  allowed  2  per  cent,  which  would 
amortize  it,  if  he  invested  his  sinking  fund  in  40  years,  2  per  cent 
on  the  superstructure  of  his  building  would  give  him  $100.  That  is 
$715  which  is  just  over  10  per  cent.  That  is  a  minimum  for  a  man 
living  in  his  own  house.  A  landlord  has  got  to  figure  vacancies  and 
a  higher  rate  of  depreciation  and  maintenance,  and  13  per  cent  on  his 
money. 

The  Chairman.  I  would  figure  it  about  10  and  15  per  cent,  respec- 
tively.   1  think  you  are  about  correct. 

Mr.  Ali*en.  \  es. 

Mr.  Fay.  How  expensive  a  house,  Mr.  Chairman,  can  a  man  get- 
ting $35  a  week,  afford  to  buy? 

Mr.  Allen.  He  can  not  afford  to  buy  a  house  at  all.  There  are  al- 
ways some  who  are  below  that  scale,  and  unless  we  make  provision 
for  them  from  State  funds,  they  have  to  live  in  the  slums  or  over- 
crowd— and  there  is  a  lot  of  overcrowing  at  present  in  the  cities. 
There  are  families  of  wage  earners  earning  that  monev,  however. 
1  think  Mr.  Lumis  yesterday  struck  a  line  that  should  be  followed 
out.  A  man  to-day  expects  to  get  a  house  in  comparison  with  his 
<'amings;  no  man  is  satisfied  to-day  unless  he  has  $500  worth  of 
plumbing  in  his  house,  and  electric  lights,  and  a  really  nice  place. 
1  here  are  lots  of  small  families — two  or  three  people — who  could  do 
T^fry  well  with  a  half-acre  plot  and  a  two-room  house  out  farther 
from  the  city.  Two-room  houses  in  the  city  have  a  very  bad  effect 
on  the  public  health,  as  has  been  proven  by  statistics  here  and  there, 
such  as  in  Johnstown,  Pa.,  or  Glasgow  in  Scotland;  but  a  two  or 
three-roc^m  cottage  in  the  country  really  afford  plenty  of  air  and 
lijrht  all  around,  and  a  man  can  be  perfectly  healthy  and  bring  up  a 
family  in  it  very  nicely.  Cities  can  often  do  more  by  extending  their 
traiisfx)rtation  lines  to  areas  of  cheap  land,  and  securing  options 
on  that  land,  so  that  the  price  will  not  go  up  as  soon  as  the  line  goes 
•Mit  there,  and  encourage  people  to  live  in  smaller  houses,  and  to 
hiiild  them  themselves,  and  to  add  to  them,  rather  than  catering 
t't  the  (iemanrl  for  five  and  six-room  houses  for  everybody.  That  is 
«lone  in  a  small  way  around  Fall  River. 

The  Portugese  in  particular  are  buying  lots  on  the  other  side  of 
th»*  river — the  Somerset  side — and  you  will  see  a  man  there  with 
iinywliere  fnmi  a  half  to  '2  acres,  and  he  rides  to  work  on  his 
Ki.yrle — sometimes  in  his  Ford — and  he  has  his  children  cultivating 
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the  garden,  and  they   seem  to  be  pretty  happy   and  healthy  in 
doing  it. 

The  Chairman.  The  shipping  bill  recently  enacted  by  Congress 
grave  to  the  American  shipper  engaged  in  foreign  trade  freedom  from 
all  excess  profit  taxes  on  his  profits,  provided  he  invested  those 
profits  in  the  building  of  new  ships.  How  do  you  think  it  would 
operate  if  we  enacted  a  law  at  Washington  exempting  the  profits  on 
all  new  buildings  for  dwelling  purposes  only,  provided  the  profits 
were  reinvested  in  the  construction  of  new  dwelling  houses! 

Mr.  Allen.  I  do  not  think  it  would  be  much  encouragement,  be- 
cause a  speculative  builder  who  is  now  out  of  business,  is  a  man  who 
did  not  make  very  much  profit — the  ordinary  man  who  built  from 
2  to  10  houses  a  year — and  the  excess  profit  taxes  did  not  hit  him 
very  hard.  I  think,  speaking  generally,  that  while  we  would  all  Uke 
to  see  the  excess  profits  tax  done  away  with  altogether — it  hinders 
iill  around — I  believe  we  would  get  better  results,  instead  of  having 
more  exemptions,  to  have  less  or  fewer  exemptions,  so  that  the  tax 
would  fall  on  every  kind  of  investment  equally. 

The  Chatr^ian.  The  Federal  Government  in  the  shipping  bill  has 
set  a  precedent.  The  other  day  the  Shipping  Board  approved  plans 
for  the  building  of  16  new  ships,  where  it  was  possible  to  build  them 
out  of  the  profits  of  the  business,  and  they  took  advantage  of  that 
provision  of  the  law. 

The  shipping  bill  provides  also  that  where  the  profits  are  used  to 
build  new  ships,  that  the  builder  of  the  ships  must  put  in  another 
new  dollar  for  each  dollar  of  profits  that  goes  in.  I  wonder  if  you 
think  that  would  be  any  encouragement  to  the  speculative  builder? 

Mr.  Aijj:n.  I  do  not  think  so,  because  speculative  building  is  not 
done  on  such  a  large  scale.  The  building  of  ships  is  done  by  men 
who  operate  in  the  millions;  the  building  of  houses  who  operate  in 
thousands  or  less. 

The  Chairman.  In  New  York  City  practically  all  of  our  build- 
ing of  homes  is  done  by  speculative  builders,  and  some  men  there 
think  perhaps  it  might  work. 

Mr.  Allkx.  It  might. 

;Mr.  Miller.  It  would  be  different,  as  applied  to  a  large  apartment 
house,  than  to  a  three-room  cottage. 

Mr.  Allen.  There  are  very  few  of  those  very  large  cities,  of  course, 
our  view  is  colored  by  the  place  in  which  we  live. 

The  Chairman.  Take  an  apartment  house  that  costs  $200,000  and 
the  profit  might  be  $25,000,  and  it  would  be  quite  an  item. 

;Nlr.  Allen.  Yes ;  it  would. 

The  Chairman.  But  it  would  not  help  in  the  average  New  Eng- 
land city  ? 

Mr.  Allen.  No ;  I  do  not  think  it  would. 

The  Chairman.  That  is  all,  Mr.  Allen,  thank  you — unless  you  have 
something  else  to  suggest  to  the  committee. 

Mr.  Allen.  No,  Senator;  I  think  that  is  all. 

Mr.  Fay.  Is  Mr.  Reidy,  of  the  Worcester  Housing  Corporation^ 
here? 

(No  response.) 

Jlr.  Fay.  Mr.  John  B.  Richards,  president  of  the  Real  Estate 
Owners'  Association,  of  Fall  River,  Mass.  Mr.  Richards  is  also  chair- 
man of  the  fair  price  committee  of  the  Massachusetts  Real  Estate 
Exchange. 
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STATEMENT  OF  MB.  JOHN  B.  BICHABDS,  PBESIDENT  OF  THE 
ASSOCIATION  OF  BEAL  ESTATE  OWNEBS,  OF  FALL  BIVEB, 
MASS. 

The  Chairman.  Mr.  Bichards,  we  are  very  glad  to  have  you  here, 
and  we  would  be  pleased  if  you  would  tell  the  committee  of  your 
experiences  in  your  city,  and  give  us  any.  information  or  advice  that 
you  think  would  be  helpful  to  us. 

Mr.  Richards.  My  experience  is  with  the  tenement-house  owner 
in  cities  outside  of  Boston.  What  I  may  say  will  not  apply  to  condi- 
tions in  Boston  so  much  as  to  conditions  outside.  It  seems  to  me  that 
if  you  wish  to  extend  any  industry  in  this  State,  you  should  look  first 
to  the  men  already  in  tnat  industry  as  the  foundation  on  which  to 
build  that  increase,  so  we  naturally  would  look  to  the  present  real 
estate  owners  to  relieve  this  housing  shortage.  If  you  will  go 
through  any  community,  you  will  find  garages  going  up,  business 
blocks,  and  manufactories.  The  testimony  that  was  given  yesterday 
in  regard  to  New  Bedford — I  think  those  figures  are  low.  I  think 
there  is  about  $20,000,000  being  spent  in  New  Bedford  in  the  manu- 
facturing enterprises.  Fall  River  is  spending  may  be  two  or  three 
million. 

(io  <lown  to  Fall  River,  and  there  is  a  gentleman  who  owns  about 
a  hundred  tenement  houses,  who  all  his  life  has  put  his  earnings 
from  his  profession  into  new  houses.  Last  year  he  built  a  garage  to 
acronrniodate  a  hundred  machines,  but  if  you  say  to  him,  "  What  are 
the  chances  of  building  a  few  houses?  "  he  shakes  his  head  and  walks 
>adly  away.  Now,  there  must  be  some  reason  for  that,  and  I  think  it 
would  be  well  to  get  down  to  that  reason  and  see  if  it  can  be  remedied. 
My  personal  opinion  is  that  the  first  trouble  is  the  unreasonable  atti- 
tude of  tenants.  When  prices  started  to  go  up  some  landlords 
made  timid  advances  in  rents,  and  the  tenants  immediately  began  to 
*  all  tljem  thieves  and  robbers,  and  many  people  are  sensitive,  and  a 
lot  of  them  immediately  sold  their  property  for  whatever  they  could 
jret  for  it.  In  our  city  the  papers  are  full  of  real-estate  transfers 
everv  dav,  while  in  vears  beiore  if  there  were  three  or  four  or  half 
a  dozen  instead  of  a  column  it  was  the  usual  thing.  Now,  that  is 
simply  as  I  have  found  it.  The  people  say,  "  I  do  not  want  to  be 
tailed*  a  profiteer,"  and  thev  sell  their  property  for  what  they  can 
trH  and  get  out  and  let  somebody  else  stand  the  gaff.  Now,  that  gives 
ilie  trader  an  opportunity  to  get  in.  The  trader  who  comes  in  under 
thf»se  conditions  is  thick-skinned,  and  he  does  not  care  what  thev 
say;  he  is  there  just  to  make  his  profit,  and  he  sells  to  somebody  else 
at  a  profit  and  they  sell  again  to  another. 

Wlien  the  commissioner  of  the  necessaries  of  life  went  down  there 
in  the  winter  there  was  one  man  who  testified  in  regard  to  a  house 
that  cost  about  $5,0(K)  to  build,  I  think — two  or  three  tenement 
hoiLs<*s — and  in  a  few  months  the  price  had  gone  up  to  $15,000,  and 
thev  change<l  hands  about  a  dozen  times.  Those  men  who  go  in 
i!n<!er  th<*se  condition.^  are  in  there  for  the  temporary  profit;  they 
do  not  in  anv  wav  resemble  the  old-fashioned  owner  of  tenement 
property,  who  put  his  spare  cash  into  that  property  and  let  it  stay 
there  year  after  year,  and  it  is  my  experience  that  such  men  in  my 
ae^iion  liave  never  made  more  than  2  per  cent  net  on  their  property. 
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The  property  that  I  am  interested  in  was  bought  originally  by  my 
father-in-law;  he  was  in  the  wholesale  meat  business,  and  'when /lie 
had  some  money  and  did  not  know  what  to  do  with  it  he  put  it  into 
real  estate.  The  city  grew  over  a  part  of  it,  and  he  cleared  a  great 
deal.  We  have  now,  perhaps,  200  families  in  that  property,  and  that 
property  has  never  made  in  any  year  more  than  2  per  cent. 

The  Chairman.  You  have  made  more  than  that  in  the  last  few 
years,  have  you  not  ? 

Mr.  Richards.  No,  sir.  In  1915  the  figures  were  about  2  per  cent, 
and  it  dropped  steadily,  and  I  did  not  pay  much  attention  to  it,  be- 
cause I  was  in  the  Army  until  a  year  ago  last  June.  When  I  got  out 
of  the  Army  and  looked  it  over,  I  found  that  the  prospects  were  that 
in  1919  it  would  be  running  at  a  considerable  loss.  The  trustees  who 
were. handling  it  during  that  time  had  ^one  on  the  principle  of  not 
raising  the  rents  and  not  making  any  inside  repairs — papering,  paint- 
ing, etc. — but  making  the  necessary  outside  repairs.  The  net  result 
was  simply  this,  that  the  property  was  running  at  a  loss,  and  I  com- 
menced to  raise  the  rents  and  get  it  in  shape.  I  expect  this  year  the 
profit  will  be  about  1.6  per  cent ;  and  next  year  I  think  it  will  prob- 
ably be  about  3.5  per  cent;  but  it  seems  to  me  that  it  is  absolutely 
ridiculous  for  people  to  hold  property  and  be  obliged  to  get  along 
with  such  rents. 

The  Chairman.  Did  you  say  that  you  only  netted  1.6  per  cent  this 
year? 

Mr.  Richards.  Yes. 

The  Chahiman.  That  is,  after  paying  your  taxes  ? 

Mr.  Richards.  Yes ;  and  setting  aside  a  reasonable  amount  for  de- 
preciation. 

The  Chairman.  I  mean  your  Federal  income  taxes  and  all  ? 

Mr.  Richards.  The  way  the  property  is  operated,  it  is  held  in  trust 
for  two  beneficiaries,  and  the  beneficiaries  pay  the  income  tax. 

The  Chairman.  I  can  not  understand  how  any  property  rented  to- 
day could  pay  a  return  of  less  than  2  per  cent.  I  can  understand 
how  it  might  have  done  so  in  1913,  1914,  and  1915,  when  there  were 
plenty  of  houses  and  rents  were  low^,  because  I  know  of  other  prop- 
erties that  have  not  paid  more  than  1  or  2  per  cent ;  but  I  do  not  know 
of  any  property  in  New  York  City  that  does  not  pay  more  than  that 
to-day. 

Mr.  Richards.  Well,  it  would  be  perfectly  possible  to  get  more 
rents,  if  we  jammed  them  up  as  high  as  we  could.  We  could  get  it  all 
right,  but  it  has  been  our  policy  to  increase  it  10  to  15  per  cent  at  a 
time,  and  then  go  for  five  or  six  months  and  increase  it  a  little  more; 
and  it  is  my  firm  intention  to  put  it  a  little  bit  higher.  I  think  we 
should  get  6  or  7  per  cent  after  all  depreciation  is  taken  care  of ;  but 
that  is  the  situation  to-day  with  regard  to  the  old-fashioned  property 
owner,  and  there  are  a  lot  of  them  down  there  who  own  fifty  or  a 
hundred  houses.  They  never  fibred  particularly,  but  they  just  took 
the  rent  that  they  get  and  let  it  go,  because  there  was  a  surplus  of 
houses  in  Fall  River  when  this  thing  started.  I  believe  that  that  un- 
reasonable attitude  on  the  part  of  the  tenants  has  driven  out  of  the 
market  the  old-fashioned  real  estate  owners,  who  was  satisfied  with  a 
small  amount  of  return. 

Then,  we  have  a  legislature  with  us,  and  they  have  started  to  put 
in  some  laws  this  year  aimed  at  the  profiteer,  but  they  have  not  hit 
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the  profiteer.  The  commissioner  on  the  necessaries  of  life  in  this 
State  has  done  a  wonderful  work.  They  asked  the  legislature  for 
more  authority,  but  they  got  these  new  rent- profiteering  laws,  which 
further  frightened  out  of  the  market  anyone  who  might  possibly 
think  of  investing  in  a  tenement  or  in  an  apartment  house.  They 
practically  said  to  Gen.  Sherburne,  "  We  have  given  you  a  law  that 
hits  every  profiteer,  and  you  can  hit  the  real  estate  owner."  Now,  the 
2^>  per  cent  law-^I  do  not  know  how  it  affects  the  man  who  leases 
by  the  year,  but  the  tenant's  will ;  it  does  not  hit  him  at  all,  for  the 
simple  reason  that  you  never  sue  a  tenant  at  will.  If  a  tenant  at  wUl 
does  not  pay  you,  you  order  him  out,  and  then  you  go  ahead  with  a 
new  tenant;  so  there  is  no  trouble  about  the  25  per  cent  law,  so  far 
as  the  tenant  at  will  is  concerned ;  but  people  hear  these  things,  and 
they  will  not  put  their  monev  into  anything  while  the  legislature  is 
monkeying  with  it — they  will  not  do  it.  I  have  talked  with  a  great 
manv  of  tnem,  and  I  say,  "  When  we  start  to  build,  do  you  not  think 
we  .should  adopt  slate  and  brick? "  and  they  say,  "  I  will  never  put 
another  cent  into  it."  They  say,  "  Just  think  of  what  our  family  has 
been  called  because  we  have  raised  the  rents  a  trifle."  Now,  there  is 
your  trouble,  and  if  you  are  going  to  get  the  old-fashioned  property 
owner  back  into  the  game,  you  have  got  to  start  and  teach  the  tenant 
the  enormous  depreciation  on  wooden  houses. 

I  was  asked  in  Fall  River  to  start  a  cooperative  bank.  *  The  general 
talk  would  be  about  like  this:  You  would  go  into  a  place  and  say,. 
*'  How  much  do  you  pay  for  this  tenement  ?  "  and  they  would  say, 
"*  Well,  Richards  charges  me  $25  for  a  six-room  house,  although  he 
bought  the  property  before  the  prices  of  houses  went  up,  ana  it  is 
outrageous."  '*  Would  you  not  like  to  own  a  house  of  your  own?  " 
And  they  answer  "  No."    "  Why  not?  "    "  It  is  cheaper  to  rent." 

The  Chairman.  I  think  the  trouble  comes  in  that  situation  largely 
from  the  fact  that  the  tenant  gets  the  notion  in  his  head  that  an  old 
house  that  was  built  under  the  old  prices  did  not  cost  as  much,  and 
lie  can  not  reason  out  why,  if  that  is  so,  he  should  pay  rent  based  upon 
the  present  building  prices. 

Mr.  Richards.  Exactly.  You  have  got  to  figure  in  your  deprecia- 
tion— what  percentage  of  the  house  is  used  up  this  year — at  the  rate 
it  would  cost  you  to  replace  that  part  this  year. 

The  Chairman.  Well,  of  course,  he  hasn't  got  in  his  mind  the  feel- 
mir  that  with  the  shortage  of  houses  the  value  of  every  old  house  has 
inrreaseil.  Down  in  New  York  City  it  operates  so  that  nearly  every 
nian  who  owns  the  building  built  under  old  conditions  ctin  get  con- 
-lierably  more  for  it  than  heretofore,  both  in  the  way  of  rents  and 
n  the  selling  price,  and  the  tenant  feels  that  that  is  unjust  to  him. 
*  ^n  the  other  hand,  you  can  not  induce  people  to  build  new  houses — 
!ifw  tenements,  particularly — because  tliey  feel  that  they  have  got 
t'»  «'om[)ete  with  all  the  old  houses,  and  you  have  got  to  raise  the  old 
^►■f  ts  up  to  the  level  of  the  new  ones  in  order  to  have  the  thing  work 

•■it. 

Mr.  Richards.  Absolutelj'. 

The  Chairman.  Still,  I  think,  if  I  were  you,  I  would  manage  to 
j-ft  more  than  2  per  cent  on  my  investment  in  property,  under  pres- 
^u  r^mditions. 

Mr.  RicHARDM.  It  is  my  intention  to  do  it,  sir.  I  think  the  trouble 
"tarted  wlien  the  mills  ov.neil  their  own  tenements,  and  they  did  not 
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figure  on  making  the  large  profit  and  they  inaugurated  the  low  rates. 
I  do  not  think  that  the  figures  I  have  given  you  vary  a  great  deal 
from  those  of  other  owners  down  there,  but  a  great  many  of  those 
people  look  after  the  property  themselves ;  they  will  go  around  and 
collect  their  own  rents:  they  probably  have  some  other  line  of  busi* 
ness,  but  they  do  that  also  and  they  do  not  figure  their  services  in  col- 
lecting the  rents  or  anything ;  and  that  is  why  the  tenants  have  all 
been  educated  to  a  low  rate.  AVliere  T  am  charging  a  man  $25  a 
month,  he  would  have  to  pay  $50  or  possibly  $60  if  I  were  to  build  a 
new  house  and  give  him  exactly  the  same  as*  he  has  now. 

The  Chairman.  I  think  you  people  in  this  splendid  State  will  have 
to  begin  some  propaganda  to  educate  the  people  up  to  understanding 
that  they  will  have  to  pay  a  little  more  for  their  rent. 

Mr.  Richards.  Yes.  feut  the  real  estate  men,  I  find,  will  not  go 
any  further  in  the  game  as  long  as  the  legislature  is  putting  laws 
on  the  books  that  hamper  them.  It  may  be  that  they  are  not  abso- 
lutely a  block,  if  a  man  sits  down  and  studies  it  out,  but  it  is  .the 
psychological  effect  on  everyone.  They  put  their  money  in  ijrst- 
mortgage  bonds  and  make  7  per  cent  with  no  bother  at  all  about  it. 

The  Chairman.  Ts  there  anything  further  you  think  of  that  you 
would  like  to  say  to  the  committee  that  you  think  might  be  helpful 
in  solving  this  problem? 

Mr.  Richards.  No,  Senator ;  I  think  that  is  all. 

The  Chairman.  We  thank  you  very  much,  sir. 

Mr.  Richards.  Not  at  all. 

Mr.  Fay.  We  would  like  to  call  Mr.  George  E.  Brock,  president  of 
the  Home  Smings  Bank,  and  also  a  member  of  the  rent  and  housing 
committee  of  Boston. 

STATEMENT  OF  MB.  OEOBOE  E.  BBOCK,  PBESIDENT  OF  THE  HOHE 
SAVINGS  BANK,  BOSTON,  MASS.,  ALSO  A  MEMBEB  OF  THE  BENT 
AND  HOUSINO  COMMITTEE  OF  BOSTON. 

The  Chairman.  Mr.  Brock,  I  believe  you  are  president  of  the 
Home  Savings  Bank  of  this  city? 

Mr.  Brock.  Yes,  sir. 

The  Chairman.  That  is  a  mutual  savings  bank? 

Mr.  Brock.  Yes;  a  mutual  savings  bank. 

The  Chairman.  How  old  is  that  bank? 

Mr.  Brock.  Fiftj-  years. 

The  Chairman.  And  what  are  your  deposits? 

Mr.  Brock.  Thirty-one  million. 

The  Chairman.  \\Tiat  percentage  of  your  deposits  or  of  your  re- 
sources are  loaned  on  bond  and  mortgage  ? 

Mr.  Brock.  About  50  per  cent. 

The  Chairman.  And  what  is  the  limit  fixed  by  the  statute? 

Mr.  Brock.  Seventy  per  cent. 

The  Chairman.  The  percentage  that  you  have  loaned  on  bond  and 
mortgage  is  that  about  the  average  of  all  the  savings  banks  in  the 
State? 

Mr.  Brock.  I  think  it  is  a  trifle  higher ;  not  much.  I  think  in  the 
State,  if  my  remembrance  is  correct,  that  it  is  about  48  per  cent 
I  think  we  are  about  50. 
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The  Chairman.  In  what  general  line  of  securities  is  the  balance 
of  your  resources  invested? 

Air.  BfitJCK.  Liberty  bonds,  railroad  bonds,  city  and  town  bonds, 
and  what  is  known  in  Massachusetts  as  personal  collateral — loans  to 
mills  with  selling-house  indorsement,  loans  on  collateral,  and  such 
as  that. 

The  Chairman.  You  are  permitted  to  loan  on  security  of  that 
kind  in  this  State  ? 

Mr.  Brock.  Yes,  sir. 

The  Chairman.  What  percentage  of  your  deposits  have  you  loaned 
on  the  latter  securities  ? 

Mr.  Brock.  Well,  we  have  about  $8,000,000,  I  think;  that  would 
l)e  nearly  25  per  cent. 

The  Chairman.  'WTiat  interest  rate,  or  about  what  interest  rate,  do 
you  receive? 

Mr.  Brock.  At  the  present  time  we  are  getting  anywhere  from  7 
to  8  per  cent  for  six  months.  Of  course  you  have  asked  me  the 
question  in  one  of  the  glorious  times,  so  far  as  loaning  money  goes. 

The  Chairman.  Yes.  There  are  higher  rates  now  tlian  ever 
In^fore? 

Mr.  Brock.  Yes ;  I  have  seen  the  time  when  we  ^ot  3i  per  cent. 

The  Chairman.  Yes.  What  rate  are  you  charging  on  your  real 
e^tate  mortgages? 

Mr.  Brock.  Six  per  cent. 

The  Chairman.  Is  that  fixed  by  law  ? 

Mr.  Brock.  No. 

The  Chairman.  There  is  no  law  in  this  State  fixing  the  rate  of 
interest  on  real  estate  mortgages? 

Mr.  Brock.  No. 

The  Chairman.  What  rate  did  you  charge  on  real  estate  mortgages 
Wfore  the  present  rate  ? 

Mr.  Brock.  It  ran  anywhere  from  4  to  5  per  cent.  On  down- 
town property  here  it  was  4  per  cent ;  on  suburban  real  estate,  dwell- 
injrs.  it  was  5*  per  cent.    That  was  very  generally  the  rate. 

The  Chairman.  For  the  rates  on  ordinary  dwelling  houses  in  the 
outlying  sections  of  the  city  and  in  the  suburbs  average  around  5  per 
(ont  ? 

Mr.  Brock.  Prior  to  this  period,  yes;  they  averaged  about  5  per 

r^nt. 

The  Chairman.  And  to-day  they  average  6? 

iff.  Brock.  They  will  average — well,  yes;  I  have  asked  the  ques- 
ts ni  of  very  many  of  the  men  in  the  mutual  savings  banks  and  I  have 
MM  heard  "of  any  rates  on  dwellings  above  6  per  cent.  There  are 
^»nie  of  them  that  are  still  charging  5i  per  cent,  I  understand. 

The  Chairman.  The  treasurer  of  the  Springfield  Bank  yesterday 

<>.(i'l  it  was  5^. 

Mr.  Brock.  Yes ;  I  have  that  bank  in  mind.  I  know  that  Spring- 
:Vld  has  been  charging  5J. 

The  Chairman.  Are  you  charging  more  than  6  per  cent  on  any  of 
Tonr  mortgage  loans  ? 

ilr.  Brock.  I  have  one  mortgage  that  was  taken  about  two  weeks 
aco  that  I  am  getting  7  per  cent  on;  but  that  is  not  on  a  dwelling;  it 
i-  on  a  business  property,  where  we  thought  it  was  justified.  That  is 
the  only  one,  however. 
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The  Chairman.  How  much  is  the  loan  on  that  ? 

Mr.  Brock.  That  is  $75,000. 

The  Chairman.  Are  you  taking  all  of  the  mortgages  that  are  pre- 
sented to  you,  within  your  percentage  of  loan  capacity,  that  you 
would  formerly  take? 

Mr.  Brock.  You  ask  if  I  am  taking  all  that  comes  in  to  me? 

The  Chairman.  Yes. 

Mr.  Brock.  I  can  not  say  that  I  am,  but  we  are  taking  all  that  we 
think  we  ought  to  take.  I  may  say  that  we  examine  the  property, 
and  if  the  loan  comes  within  the  scope  of  the  investment,  we  take  it. 
We  do  not  turn  it  down  just  because  it  is  a  mortgage.  As  a  matter 
of  fact,  we  have  taken  so  many  since  the  1st  of  April  that  I  had  to 
shut  off  here  a  week  ago  taking  any  more  applications  for  the  reason 
that  we  did  not  liave  the  money.  However,  that  condition  may 
cliange;  and  in  that  time  it  is  only  fair  to  say  that  we  have  with- 
drawn over  half  a  million  dollars  that  we  could  easily  get  8  per  cent 
on,  and  put  it  into  mortgage  loans. 

The  Chairman.  So  that  you  are  doing  all  that  you  really  believe 
you  have  to  do.  having  in  mind  safe  banfeing  methods? 

Mr.  Brock.  1  should  say,  yes.  Since  the  1st  of  April  we  have 
taken  86  new  mortgage  loans  that  have  been  put  througli. 

The  Chairman.  jIow  many? 

Mr.  Brock.  Eighty-six,  amounting  to  $1,-119,000.  There  are  3*^ 
that  we  have  agreed  to  take,  the  titles  to  which  we  have  not  had  ex- 
amined, amounting  to  $278,500,  making  a  total  of  $1,697,600  since  the 
1st  of  April ;  and  the  personal  loans  account  in  that  time  has  shrunk 
$642,600. 

The  Chairman.  Is  your  percentage  of  loans  on  bonds  and  mort- 
gages to-day  as  great  as  your  percentage  five  years  ago,  based  upon 
your  total  deposits  ? 

Mr.  Brock.  I  think  it  is  greater.  I  think  we  have  kept  up  about 
50  per  cent  right  along.  We  would  have  gone  higher,  but  we  have 
had  loans  paid  and  it  has  kept  the  percentage  down. 

The  Chairman.  Is  there  a  law  in  this  State  upon  wliich  you  base 
the  percentage  upon  which  you  may  loan  a  man  upon  bond  and 
mortgage  ? 

Mr.  Brock.  No;  the  law  in  this  State  permits  us  to  loan  60  per 
cent  of  what  we  think  is  a  fair  valuation  of  the  proi^erty. 

The  Chairman.  That  is  what  I  meant  to  ask  j'ou. 

Mr.  Brock.  Yes. 

The  Chairman.  And  in  the  old  days  you  probably  followed  that 
literallv.  What  is  the  present  basis  upon  which  you  are  loaning 
money  ? 

Mr.  Brock.  It  is  not  much  different.  I  might  just  as  well  say  that 
up  to  the  present  time  we  have  been  unwilling  to  recognize  what  we 
believe  is  inflation.  We  do  not  believe  that  this  high  level  of  prices 
is  permanent  and  we  govern  ourselves  accordingly  in  taking  loans. 

•  The  Chairman.  The  evidence  submitted  here  to-day  and  yesterday 
indicates  that  building  construction  costs  are  about  140  per  cent 
higher  to-day  than  five  j^eari^  ago. 

Mr.  Brock.  Yes. 

The  Chairman.  You  have  not  attempted  to  follow  that  up,  have 
you? 
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Mr.  Brock.  That  is,  in  loaning? 

The  Chairman.  Yes. 

Mr.  Brock.  No.     I  am  frank  to  say  that  we  resisted  it. 

The  Chairman.  You  are,  however,  loaning  more  money  to-day 
upon  new  houses — actual  cash  money — ^than  you  loaned  on  a  like 
building  four  or  five  years  ago  ? 

Mr.  Brock.  Well,  as  a  matter  of  fact,  I  should  say  to  you  that  of 
this  $1,G97,600  of  mortgages  very,  very  little  is  on  new  construction. 
It  is  mostly  all  on  buildings  that  have  been  constructed  for  some  time. 

The  Chairman.  What  percentage  of  the  present-day  cost  would 
your  savings  bank  loan — I  mean  on  newly  constructed  dwellings? 

Mr.  Brock.  I  do  not  know  that  I  could  fix  that  exactly.  I  can, 
however,  give  you  my  opinion,  but  I  do  not  know  whether  it  would 
be  the  opinion  of  my  committee.  I  want,  first,  to  say  that  I  have  had 
very,  very  little  demand  for  mortgages  on  new  construction — ^very, 
very  little  demand,  indeed.  We  have  not  been  obliged  to  turn  them 
down;  they  have  not  applied  to  us  for  them.  My  personal  opinion 
is  this,  that  if  you  strike  somewhere  between  the  cost  of  the  present 
time  and  the  cost  as  of  the  time  before  this  war  period  you  will  about 
hit  upon  what  buildings  will  cost,  we  will  say,  in  5  or  10  years  from 
now.  That  is  my  personal  opinion ;  I  do  not  know  whether  that  is 
ri^ht  or  wrong. 

The  Chairman.  And  your  bank  is  going  on  that  basis,  practically? 

Mr.  Brock.  Well,  I  can  not  say  that  we  have  loaned  any  money  on 
that  basis  for  the  leason  that,  as  I  tell  you,  we  have  not  had  but  one 
or  two  applications,  and  they  wanted  so  much  that  it  appeared  to  us 
that  in  five  years  after  the  builder  had  sold  his  property  and  it  had 
fallen  into  somebody's  hands  that  we  might  have  a  piece  of  property 
on  our  hands  that  would  be  worth  less  than  the  face  of  the  mortgage, 
so  we  did  not  take  them. 

Tlie  Chairman,  But  if  you  were  loaning  on  new  construction  you 
would  about  follow  the  basis  you  named  a  moment  ago,  would  you  ? 

Mr.  Brock.  I  think  so. 

The  Chairman.  A  house  that  cost  $8,000  before  the  war,  assuming 
that  you  would  loan  60  per  cent  on  that  house,  would  carry  a  mort- 
gage of  $4,800.  If  that  nouse  cost  150  per  cent  more  to  build  to-day, 
that  would  be  $20,000  it  would  cost  to-day,  and  60  per  cent  of  that 
would  be  $12,000? 

Mr.  Brock.  Yes. 

The  Chairman.  That  would  be  a  great  deal  more  than  the  building 
cost — the  loan  would  be— four  or  five  years  ago  ? 

Mr,  Bbock.  Yes. 

The  Chairman,  And  you  would  probably  loan  between  40  and  45 
per  cent  on  that  ? 

The  Chairman.  Which  would  be  about  $9,000? 
Mr.  Brock.  Yes. 

The  Chairman.  Or  perhaps  about  $8,000? 

Mr.  Brock.  Assuming  that  the  figures  are  correct  and  that  the 
location  is  all  right 
The  Chairman.  Yes;  and  the  man  and  all  the  other  things? 
Mr.  Brock.  Yes:  and  the  rentals  of  the  building. 
The  Chairman.  And  the  character  of  the  building? 
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Mr.  Brock.  Yes ;  and  its  location  and  everything  of  that  sort  must 
be  taken  into  consideration. 

The  Chairman.  And  the  value  of  the  bond  of  the  man  who  is  build- 
ing it? 

Mr.  Brock.  Yes. 

The  Chairman.  And  all  the  circumstances  surrounding  it? 

Mr.  Brock.  Yes. 

The  Chairman.  And  that  makes  it  very  difficult  to  work  this  whole 
thing  out. 

Mr.  Brock.  Very  difficult,  sir. 

The  Chairman.  Because  you  are,  after  all,  simply  a  trustee  of  other 
people's  funds? 

Mr.  Brock.  That  is  it  exactly. 

The  Chairman.  And  you  have  a  great  responsibility  ? 

Mr.  Brock.  Exactly. 

The  Chairman.  To  the  people  whose  trustee  you  are? 

Mr.  Brock.  Yes. 

The  Chairman.  I  can  not  find  any  fault  with  you  for  being  careful, 
but  I  do  realize  how  very  difficult  the  situation  is.  Personsuly,  I  be- 
lieve that  we  are  going  to  very  nearly  keep  up  this  present  standard 
of  prices. 

Mr.  Brock.  How  long? 

The  Chairman.  I  think,  perhaps,  if  they  go  down  25  per  cent  that 
will  be  the  limit  of  the  decrease. 

Mr.  Brock.  How  long  do  you  think  that  is  going  to  last,  Senator? 

The  Chairman.  Well,  your  guess  would  be  as  good  as  mine,  but  I 
do  not  believe  we  are  going  to  have  greatly  lower  costs  in  building 
for  several  years. 

Mr.  Brock.  Well,  then,  we  have  got  to  revolutionize  the  idea  of  the 
people  in  regard  to  paying  rent,  ^ow,  I  heard  it  said  here  yester- 
day that  the  difficulties  in  the  situation  to-day  were  the  ques- 
tions of  financing  loans  and  transportation.  I  do  not  put  it  just 
that  way.  The  first  difficulty  we  meet  is  that  the  man  who 
ordinarily  has  been  building  apartment  houses  does  not  dare  to 
start  in  to  build  a  house  to-day  for  fear  that  he  can  not  get  an  ade- 
quate return,  and  he  does  not  come  to  us  and  ask  us  to  finance  it. 
Now,  I  think  that  is  where  it  all  starts.  The  speculative  builder  is 
out  of  business,  and  the  man  who  would  build  for  investment,  with 
all  the  objections  raised  to  paying  high  rents  to-day,  is  fearful  lest 
after  he  has  put  his  money  m  he  can  not  get  an  adequate  return.  I 
think  that  is  the  first  thing  we  start  with. 

Then  there  is,  of  course,  great  difficulty  in  financing — absolutely 
there  is  bound  to  be,  because  those  of  us  who  are  charged  with  the 
keeping  of  this  money  for  the  people,  and  who  must  pay  them  a 
hundred  cents  on  a  dollar,  look  askance  at  the  level  of  prices  to-day. 
We  do  not  believe  that  they  are  going  to  hold  on  the  basis  that 
there  never  was  a  time  when  there  was  an  upswing  but  what  a  lot  ol 
people  said  it  was  going  to  be  permanent ;  and,  inversely,  when  you 
get  the  downgrade,  that  low  money  will  be  permanent.  I  do  not 
believe  that  we  are  going  back  to  the  old  level  of  prices,  but  I  do  not 
believe  that  this  level  of  prices  is  going  to  hold.  Then,  transportation, 
as  we  all  know,  has  been  wretched  for  months  and  months,  and  such 
equipment  as  the  railroads  have  has  been  hampered  very  greatly. 
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You  have  got  to  take  those  three  things,  and  I  think  there  is  where 
our  difficulty  is  to-day.  We  are  going  to  work  out  of  it,  of  course, 
somehow. 

The  Ch^virman.  Mr.  Brock,  is  there  need  of  legislation,  do  you 
think,  to  increase  the  amount  of  money  available  for  financing  build- 
ing to-day,  or  can  the  present 

Mr.  Brock  (interposing).  No,  Mr.  Chairman,  I  do  not  think  so. 
Our  difficulty  to-day  is  largely,  I  believe,  that  the  people  are  think- 
in<r  wrongly.  They  are  all  trying  to  get  something  for  nothing,  and 
that  will  not  work.  When  the  American  people— the  whole  of  us — 
<ret  ready  to  put  our  hands  to  the  oar  and  begin  to  pull  against  the 
stream  rather  than  traveling  with  it,  we  will  begin  to  get  out  of  this 
thing.  I  believe  that  the  way  out  of  this  thing  is  through  individual 
effort  of  the  American  people,  which  spells  pretty  nearly  "  thrift." 
We  blew  up  at  the  time  of  the  armistice,  and  we  have  been  going  at  a 
j)retty  swift  gait  ever  since,  and  now  we  have  got  to  get  down  to 
earth,  and  each  man  has  got  to  conserve  what  comes  into  his  hands 
rather  than  trying  to  spend  it  all.  I  do  not  believe  we  are  going  to 
<ret  out  until  the  American  people  get  into  that  frame  of  mind — 
although  I  think  it  is  a  good  deal  better  than  it  was  a  year  ago.  I 
tliink  it  is  coming. 

The  Chairman.  Your  deposits  have  been  increasing  right  along? 

Mr.  Brock.  Up  to  the  1st  of  April  we  had  our  nominal  increase, 
excepting  the  year  of  the  war.  Since  the  1st  of  April  we  have  not 
increased  in  the  same  proportion  we  did  in  other  years.  That  is 
easily  traceable — ^the  cause  of  that  decrease. 

The  Chairman.  To  what  do  you  trace  it,  please? 

Mr.  Brik'K.  Well,  first  to  causes  which  are  always  prevalent  when 
we  have  high-money  rates.  People  see  an  opportunity  of  buying  a 
7  per  cent  investment,  or  an  8  per  cent  investment,  and  they  come 
u*  us  and  withdraw  their  money.  We  always  get  that  in  a  time 
of  higli-money  rates.  In  addition  to  that,  we  have  had  two  other 
cv>nditions  which  have  operated  against  us:  First,  Liberty  bonds 
have  sohl  at  a  very  good  rate  of  interest.  One  issue  of  Lil>erty  bonds 
went  down  to  81,  and  the  next  morning  we  had  quite  a  number  of 
j*«M»ple  in  drawing  their  money  out. 

The  Chairman.  And  going  out  and  buying  Liberty  bonds? 

Mr.  Br4K'k.  Yes. 

Mr.  Mktrr.  Then  you  tliink  that  the  high  return  on  Government 
><«iirities  which  now  exists  tends  to  keep  savings  out  of  the  savings 
hariki?  { 

-Mr.  Br(kk.  I  think  it  does;  ves. 

ilr.  Mkyer.  Your  bank,  I  assume,  has  been  a  large  purchaser  of 
*Mivernment  lx)nds  in  the  last  few  years? 

Mr.  Brock.  Yes;  we  have  about  10  per  cent. 

Mr.  Mevkr.  Ten  per  cent  of  your  deposit  and  capital? 

Mr.  Brock.  Yes:  m  (iovernment  bonds. 

Mr*  Meyer.  And  I  suppose  you  still  buy  some? 

Mr.  Brock.  Well,  we  have  not  very  recently.  We  have  not  had 
tli4»  money. 

Mr.  Meter.  On  account  of  not  having  fumis? 

Mr.  Brock.  Yes. 

Mr.  Meter.  Do  you  know  how  many  depositors  in  savings  banks 
there  are  in  this  State? 
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Mr.  Brock.  Two  million  two  hundred  thousand,  I  think. 

Mr.  Meyer.  And  what  is  the  population  of  the  State? 

Mr.  Brock.  Well,  I  do  not  know  exactly.  Something  like  3,000,- 
000,  is  it  not,  or  3,500,000  ?    That  is  my  guess. 

Mr.  Meyer.  So  you  would  estimate  that  over  50  per  cent  of  the 
population  of  the  State  have  savings  bank  accounts? 

Mr.  Brock.  Well,  roughly  speaking,  yes. 

Mr.  Meyer,  If  Liberty  bonds  and  Government  securities  would 
yield,  say,  in  the  neighborhood  of  4f  per  cent  instead  of  5}  per 
cent,  as  they  do  now — referring  to  the  second,  third,  and  fourth 
Liberty  loans  and  the  Victory  loan — would  that  tend  to  bring  sav- 
ings into  your  institution  ? 

Mr.  Brock.  I  would  not  say  that  it  would. 

Mr.  Meyer.  You  think  it  would  ? 

Mr.  Brock.  I  would  not  say  it  would. 

Mr.  Meyer.  You  would  not? 

Mr.  Brock.  No. 

Mr.  Meyer.  You  do  not  think  it  would  affect  it? 

Mr.  Brock,  No. 

Mr.  Meyer.  Would  it  prevent  withdrawals,  such  as  you  mentioned, 
for  the  purpose  of  buying  Government  securities? 

Mr.  Brock.  Well,  I  would  not  want  to  give  the  impression  that 
there  have  been  large  withdrawals,  for  the  reason  that  so  many 
people  who  bought  Liberty  bonds  at  par  are  now  holding  them, 
tailing  to  get  over  85  or  90;  and  I  think  that  has  kept  quite  a  few 
people  from  buying  Liberty  bonds  as  freely  as  they  otherwise 
would. 

Mr.  Meyer.  Have  not  some  people  bought  additional  amounts  on 
account  of  the  decline  ? 

Mr.  Brock.  Well,  not  savings-bank  people. 

Mr.  Meyer.  You  think  not  ? 

Mr.  Brock.  Yes. 

Mr.  Meyer.  You  just  said  that  when  they  went  to  81  you  had 
withdrawals. 

Mr.  Brock.  Surely;  but  the  average  depositor  in  a  savings  bank 
has  about  $400  to  his  credit.  Of  course,  there  are  those  who  have  a 
thousand,  or  two  thousand,  and  those  are  the  fellows  who,  when 
money  is  up  to  7  per  cent,  come  in  and  withdraw,  and  those  are  the 
depositors  who  want  Government  bonds  when  they  go  down  to  81. 

Mr.  Meyer.  What  interest  do  vou  pay? 

Mr.  Brock.  Four  and  one-half  per  cent. 

Mr.  Meyer.  Then  when  Government  bonds  go  down  and  the  in- 
terest yield  is  high,  and  these  other  investments  are  offered  on  a  7  or 
8  per  cent  basis,  it  interferes  with  your  deposits? 

Mr.  Brock.  The  larger  depositor  comes  in  and  draws  his  money-T- 
a  certain  number  of  them,  who  do  some  thinking. 

Mr.  Meyer.  From  the  fact  that  there  are  some  deposits  withdrawn, 
is  it  not  a  fair  assumption  that  there  are  some  people  with  money 
who  do  not  deposit  it,  who  would  otherwise  do  so;  in  other  words, 
that  some  do  not  come  to  you  that  might  come?  Of  course,  you  can 
not  tell  about  that,  but  it  would  seem  to  be  a  fair  assumption. 

Mr.  Brock.  It  would  seem  fair  to  assume,  yes;  that  some  would 
come  to  us. 
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Mr.  Meyer.  You  think,  then,  that  very  high  yields  on  Government 
securities  and  other  securities  which  depend  to  a  great  extent  upon 
the  fundamental  basis  of  Government  credit  would  interfere  with 
your  savings  being  increased  as  rapidly  as  they  otherwise  would, 
generally  speaking? 

Mr.  Brock.  A  high  rate  of  interest  on  a  Government  security,  well 
advertised,  I  believe,  would  have  a  very  appreciable  effect  upon 
deposits  in  savings  banks.     Does  that  answer  your  question? 

Mr.  Meyer.  Yes. 

ilr.  Brock.  A  4tJ  per  cent  rate,  not  advertised,  but  sold  in  the 
ordinary  w^ay,  I  do  not  believe  would  have  an  appreciable  effect  upon 
the  savings  banks.  A  savings-bank  deposit  is  easier  to  be  gotten  at 
than  a  Government  bond,  and  the  people  here  for  100  years  have 
lH?en  taught  in  the  way  of  mutual  savings  banks,  and  a  certain  num- 
))er  will  stick  to  them,  because  they  can  get  their  money  any  time 
thev  want  it. 

Mr.  Meyer.  Then  you  believe  that  the  savings  bank  is  the  most 
pra(»ticable  and  the  most  easily  understood  form  of  taking  care  of 
the  funds  of  the  masses  of  the  people  ? 

Mr.  Brock.  Yes;  I  do. 

Mr.  Meyer.  Thank  youj  sir. 

Mr.  Brock.  I  believe  that  has  been  demonstrated  in  this  State. 

The  Chairman.  Mr,  Brock,  what  are  the  total  savings  deposits  in 
this  State? 

Mr.  Brock.  If  you  will  excuse  me,  I  want  to  get  the  third  thing  out 
which  has  caused  our  deposits  to  remain  about  on  an  even  keel. 

The  Chairman.  Yes;  go  ahead. 

Mr.  Brock.  People  have  been  driven  to  buy  their  homes  who  never 
thought  they  wanted  to  own  a  home  before.  They  have  a  deposit  in 
a  savings  bank,  and  they  go  in  and  draw  the  money  and  pay  it  on 
the  equity.  Now,  there  are  those  three  things  that  have  been  operat- 
inir  against  the  growth  of  our  savings-bank  deposits  since  April  1. 
Now,  what  was  your  question,  Senator? 

Tlie  Chairman.  Your  rate  of  interest  on  deposits  to-day  is  4i 
('HP  cent? 

Mr.  Brock.  Yes,  sir. 

The  Chairman.  Has  it  been  4^  per  cent  right  along? 

Mr.  Brock.  It  was  4  per  cent  up  to  1914,  I  think,  or  1915.  It  is 
»;  ptT  cent  now. 

The  Chairman.  Is  that  the  prevailing  rate  of  interest  throughout 
(1»-  Stated 

.^fr.  Brck'k.  Well,  there  are  some  or  a  few  of  the  savings  banks 
•'  rrMighout  the  State  that  are  paying  5  per  cent,  but  there  are  some 
f^jt  are  paying  4  per  cent.  I  think  there  are  more  of  them — you 
••»ii  ifft  the  information  absolutely  from  the  commission's  reports — 
♦••u  I  think  there  are  more  of  them  who  are  paying  4^  per  cent.  It 
rM;rht  lie  interesting  to  you  to  know  that  the  mulual  savings  banks  of 
M-i.^snchusetts  distributed  amongst  their  depositors  this  last  year,  or 
!■  ♦*  year  ending  October  31  last,  about  80  per  cent  of  all  they  earned, 
^o'l  jjet  my  meaning,  do  you? 

Tlie  Chairman.  \es;  s^x)ut  how  much? 

Mr.  Brock.  About  80  per  cent  of  all  we  earned. 

TIm?  Chahimak.  Eighty  per  cent? 
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Mr.  Brock.  Yes. 

The  Chairman,  I  thonglit  you  said  eight. 

Mr.  Brock.  No  ;  80  per  cent  of  all  they  earned.  The  average  rate, 
I  believe,  was  about  5.20  gross,  and  they  distributed  about  80  per  cent 
of  that  to  their  depositors.  A  certain  amount  of  it  had  to  go  for 
expenses  and  taxes,  and  then  a  certain  amount,  by  law,  goes  to  the 
guaranty  fund,  and  the  rest  to  the  profit-and-loss  account. 

Mr.  Miller.  What  was  the  operating  expense — what  percentage? 

Mr.  Brock.  You  will  find  that  all  in  the  commission's  report.  It 
is  under  a  half  of  1  per  cent. 

The  "Chairman.  The  suggestion  has  been  made  to  the  committee 
that  what  we  need  in  order  to  supply  money  for  building  pur- 
poses and  for  industries  generally  is  a  repeal  of  the  excess-profits 
taxes  and  a  modification  of  the  surtaxes,  believing  that  if  we 
do  that  we  will  take  away  or  tax  away  from  the  exempt  securities 
a  good  deal  of  money  and  that  it  will  be  put  back  into  business 
generally.    What  do  vou  think  of  that  ? 

Mr.  Brock.  I  think  it  would  be  a  good  thing.  I  think  it  ought 
to  be  done.  If  they  keep  on  as  they  are  going  under  the  present 
system  there  will  not  be  any  incentive  for  any  man  to  save. 
•  The  Chairman.  Of  course,  if  we  do  that,  we  will  need  to  raise 
monev  from  some  other  source  to  support  the  Government  and  to 
pay  the  interest  on  our  debt,  and  to  amortize  our  debt.  Do  you  think 
that  the  system  suggested  by  some,  of  a  tax  on  expenditures^  would 
be  a  good  thin^? 

Mr.  Brock.  Well,  I  am  not  now  an  expert  on  taxation.  I  do  not 
feel  that  I  know  enough  about  it  to  say. 

The  Chairman.  Thank  you,  very  much,  Mr.  Brock.  Is  there  any- 
thing further  that  you  think  would  be  helpful  to  the  committee  in  a 
solution  of  its  problems  ? 

Mr.  Brock.  No,  Senator ;  I  think  that  is  all  I  care  to  say. 

The  Chairman!  We  are  very  much  obliged  to  you,  sir. 

Mr.  Brock.  Thank  you.  Senator. 

Mr.  Fay.  Now,  we  will  have  Mr.  George  O.  Bridges^  of  the 
Worcester  Home  &  Equity  Cooperative  Bank,  Worcester,  Mass. 

STATEMENT  OF  MB.  OEOBOE  0.  BBIDGES,  BEPBESENTINO  THE 
WOBCESTEB  HOME  &  EQUITY  COOPEBATIVE  BANK,  WOB- 
CESTEB,  MASS. 


The  Chairman.  Mr.  Bridges,  you  are  the  president  of  this 

Mr.  Bridges  (interposing).  The  treasurer. 

The  Chairman.  The  treasurer  ? 

Mr.  Bridges.  Yes. 

The  Chairman.  And  your  concern  is  what? 

Mr.  BRrooES.  You  call  it  a  building  and  loan  association — ^the  rest 
of  the  country. 

The  Chairman.  It  is  conducted  along  the  lines  of  our  building  and 
loan  associations  in  New  York? 

Mr.  BRmoES.  The  same  thing.    We  belong  to  the  same  league. 

The  Chairman.  You  operate  along  the  same  lines  that  they  do  ? 

Mr.  Bridges.  Practically,  although  we  consider  them  better. 

The  Chairman.  Can  you  tell  us  the  total  deposits  in  your  coopera- 
tive banks? 
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Mr.  Bridges.  $154,000,000,  nearly  $155,000,000.  To  be  exact,  $154,- 
879,638. 

ilr.  Meter.  That  is.  all  over  the  country  ? 

Mr.  Bridges.  No;  tnat  is  Massachusetts.  It  is  2,000,000,000  over 
the  country,  I  think. 

Mr.  Miller.  That  is,  in  addition  to  the  billion  in  the  savings  banks? 

Mr.  Bridges.  Yes. 

The  Chairman.  Your  funds  are  deposited  in  weekly  installments? 

Mr.  Bridges.  Monthly. 

The  Chairman.  Is  there  &  fine  on  a  member  if  he  fails  to  meet  his 
monthly  installment? 

Mr.  Bridges.  Yes. 

The  Chairman.  That  is,  on  the  depositor  ? 

Mr.  Bridges.  Yes. 

The  Chairman.  Will  you  explain  to  us  just  how  that  operates? 

Mr.  Bridges.  Yes.  A  man  a^ees  to  take  so  many  shares  a  month, 
on  the  basis  of  $1  per  share.  Now,  if  he  does  not  make  his  payment, 
he  pays  a  fine  of  2  cents  for  each  month  in  arrears.  A  great  many 
banks  also  charge  2  per  cent  in  the  way  of  a  fine  on  their  interest,  if 
not  paid.  Our  cooperative  banks  in  Worcester  only  charge  1  per 
rent.  It  really  means  1^  per  cent  on  the  borrower,  if  he  does  not 
make  his  montnly  payments. 

The  Chairman.  Is  the  rate  of  interest  that  you  pay  to  your  de- 
positors fixed  by  law? 

Mr.  Bridges.  No  ;  it  is  governed  by  the  directors. 

The  Chairman.  What  interest  does  your  particular  bank  pay? 

Mr.  Bridges.  For  more  than  40  years  never  less  than  5J  per  cent. 

The  Chairman.  Is  that  about  the  average  of  the  banks  in  the 
State? 

Mr.  Bridges.  The  average,  I  think,  at  the  present  time  is  5.20. 

The  Chairman.  This  money  deposited  in  your  bank,  after  a  suffi- 
cient sum  is  accumulated,  you  loan  to  the  members  to  buy  homes? 

Mr.  Bridges.  Exactlv. 

The  Chairman.  Upon  what  rate  of  interest? 

Mr.  Bridges.  Our  present  rate  is  6  per  cent. 

The  Chairman.  Does  that  include  all  interest  of  every  character? 

Mr.  Bridges.  Of  every  character,  provided  he  makes  his  payments 
on  time. 

Tlie  Chairman.  And,  in  addition  to  that,  you  rec^uire  him  to  make 
««'rtain  payments  each  mopth  on  account  of  the  principal? 

Mr.  Bridges.  Yes;  if  a  man  borrows  $3,000,  he  paj^s  $15  dues,  or 
ri-dly  principal,  although  we  call  it  dues. 

The  Chairman.  That  is,  he  pays  $15,  which  you  call  "dues," 
^liirh  is  really 

Mr.  Bridges  (interposing).  A  sinking  fund. 

Tlie  Chairman.  And  then  can  you  estimate  in  advance,  or  figure 
•'^rinitely  in  advance,  how  long  it  will  take  that  man  to  pay  off  his 
r.'f»rtgage? 

Mr.  nRiDOES.  Twelve  years,  approximately.  We  just  got  a  pay- 
f'>*nt  last  week.  He  paid  the  August  payment,  but  he  got  back 
'•J"'*. 49:  so  he  really  paid  11  years  10^  months. 

The  Chairman.  So  at  the  end  of  12  years  he  has  his  house  free 
i\  I  clear? 
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Mr.  Bridges.  Absolutely. 

The  Chairman.  I  know  something  of  the  operation  of  building 
associations,  and  I  wanted  to  understand  yours.  I  see  that  your 
scheme  is  essentially  the  same  as  ours  in  New  York. 

Mr.  Bridges.  Yes. 

The  Chairman.  You  have  about  $154,000,000,  did  you  say? 

Mr.  Bridges.  Yes ;  about  $154,000,000. 

The  Chairman.  Deposited  to-day  in  your  association? 

Mr.  Bridges.  Yes;  the  total  assets  of  the  combined  cooperative 
banks  of  Massachusetts. 

The  Chairman.  Have  you  a  greater  demand  for  loans  to-day  than 
you  can  meet? 

Mr.  Bridges.  Very  much. 

The  Chairman.  And  greater  than  you  have  ever  had  before? 

Mr.  Bridges.  Not  to  any  great  extent.  Possibly  in  1913  and  1907, 
of  course,  when  the  savings  banks  did  not  function,  we  really  had  to 
fill  the  gap. 

The  Chairman.  You  loan  all  of  your  assets  on  bond  and  mort- 
gage? 

Mr.  Bridges.  Practically.  Of  course,  yve  can  invest  in  city  bonds 
and  other  bonds,  but  they  pay  such  a  small  dividend,  as  a  general 
thing,  that  we  can  not  afford  to  do  it. 

The  Chairman.  What  other  securities  have  you  got  your  money 
invested  in  ? 

Mr.  Bridges.  Nothing  but  our  shares.  If  you  have  a  book  with 
$500,  we  loan  $450  on  it.  The  law  allows  80  per  cent,  but  present 
practice  does  not  quite  come  to  that. 

The  Chairman.  The  law  permits  ycfu  to  loan  80  per  cent  on  your 
propeiiiy  ? 

Mr.  BfimGES.  Yes ;  of  our  valuation. 

The  Chairman.  And  you  loan  a  member  how  much  on  his  book? 

Mr.  Bridges.  Ninety  per  cent. 

The  Chairman.  Have  you  had  any  foreclosures? 

Mr.  Bridges.  Very  few.  I  have  not  had  one  for  two  years,  in  three 
banks.  At  present  1  have  only  one  piece  of  property,  out  of  $5,000,- 
000,  that  is  in  our  possession. 

The  Chairman.  Your  bank  has  $5,000,000? 

Mr.  Bridges.  My  three  banks. 

The  Chairman.  And  you  only  have  one  piece  of  property? 

Mr.  Bridges.  Yes. 

The  Chairman.  Is  the  maximum  that  you  can  loan  fixed  by  law? 

Mr^  Bridges.  Yes :  $8,000  is  the  limit. 

The  Chairman.  Then  your  loans  are  all  on  dwelling  houses,  and 
not  on  business  properties  ? 

Mr.  Bridges.  Yes. 

The  Chairman.  Or  apartment  properties? 

Mr.  Bridges.  No  ;  nor  garages. 

The  Chairman.  Garages;  does  the  law  forbid  you  to  loan  on 
garages? 

Mr.  Bridges.  No  ;  we  can  loan  even  on  vacant  land,  if  we  want  to, 
but  our  policy  is  not  to  do  so. 

The  Chairman.  You  say  there  is  a  greater  demand  for  money  to- 
day than  you  can  meet? 


RECONSTRUCTION   AND  PRODUCTION.  563 

Mr.  Bridges.  Yes,  sir. 

The  Chairman.  Have  you  any  suggestion  to  make  to  the  coinmittee 
that  you  think  would  relieve  this  situation  ? 

Mr.  Bridges.  Yes;  I  have  one.  I  do  not  know  just  how  much 
but  the  banks  of  Massachusetts  have  bought  and  have  on  hand  a  great 
many  Liberty  bonds.  Now,  we  loaned  in  June  $75,000  more  than  we 
had.  There  had  been  a  new  law  passed  by  which  we  could  borrow, 
and  I  supposed  I  could  borrow  upon  those  bonds.  We  ask  but  G 
per  cent,  which  I  think  is  enough  for  a  12-year  loan.  We  had  been 
loaning  at  4,  4^,  and  5  per  cent,  if  necessary.  I  went  to  the  bank 
and  they  wanted  6J  per  cent.  I  offered  them  25  per  cent  in  Liberty 
I)onds  as  security.  He  said,  "  We  have  got  to  make  some  money.  W  e 
borrow  from  th^  Federal  reserve  bank,  and  we  have  to  pay  them  6 
per  cent."  I  did  not  feel  that  we  could  afford  to  pay  6^  per  cent,  and 
only  get  6  per  cent.  Now,  if  there  is  some  way  that  the  Federal  re- 
serve bank  and  other  banks  will  loan  95  per  cent  on  Liberty  bonds, 
on  the  cost  to  the  bank,  I  think  there  would  be  several  million  dol- 
lars— I  think,  $2,000,00l0 — in  Massachusetts  available  for  loans  on 
homes. 

Mr.  Fay.  Will  you  file  with  the  committee,  Mr.  Bridges,  copies  of 
die  two  acts  of  the  last  legislature  relating  to  cooperative  banks? 

Mr.  Bridges.  Yes. 

Mr.  Fat.  As  a  matter  of  record? 

Mr.  Bridges.  Yes. 

The  Chairman.  Perhaps  you  have  heard  of  a  bill  being  introduced 
in  Congress,  which  contemplates 

Mr.  Sridges.  (interposing).  The  Calder-Xolan  bill? 

The  Chairman.  Yes;  which  contemplates  utilizing  building  and 
loan  associations  for  the  establishment  of  a  home-loan  banking  sys- 
tem. I  understand  that  (juite  generally  the  building  and  loan  associ- 
ations  of  the  country  favor  that,  although  some  of  them  do  not. 
What  is  your  judgment  on  that? 

Mr.  Bridges.  In  Massachusetts  we  do  not  need  it.  The  legislature 
lias  allowed  us  to  borrow  ourselves.  We  have  assets  of  $5,0()0,(K)0,  and 
llic'V  are  as  good  as  gold.  There  is  no  reason  why  we  should  not  bor- 
r»)W  $4,()0(),(XX)  from  the  banks  on  those  assets,  and  I  do  not  think  we 
riHfMl  the  Federal  Government  to  do  it  for  us. 

The  Chairman.  Of  course,  you  can  not  get  the  money  to-day, 
iM'^ause  the  banks  will  not  let  you  have  it? 

ilr.  Briix;rs.  No:  but  the  Federal  n^serve  bank  can  loan  to  the 
national  banks  and  the  trust  companies  and  we  borrow  through  them. 

The  Chair3ian.  Mr.  Bridges,  1  know  that  you  are  doing  a  splendid 
*^rvire.  The  building  and  loan  associations  reach  right  into  the 
Monies  and  the  people,  and  I  am  strongly  in  favor  of  them.  They  are 
rip^rated  at  a  minimum  of  expense,  and,  as  you  said  a  moment  ago,  as 
I  nireadv  knew,  to-day  in  this  coimtry  there  is  (lei)osite(l  in  build- 
T.::  and  loan  associations — these  little  local  organizations  managed  by 
r^^  fMHiple  in  the  communities  at  little  or  no  cost — over  $2,()0(),(M)(),(KK). 
It  ;>.  remarkable  that  they  are  run  so  well,  with  so  little  loss,  ami  so 

-  1-  '^»ssfullv. 

Mr.  Bridges.  Mr.  Brock  brought  out  the  fact  that  a  $31,000,000  bank 

»^  nm  at  an  expense  of  one-half  of  1  per  cent.    The  cost  of  our  opera- 

t.«.r:  was  leas  than  one-quarter  of  1  per  cent,  with  only  $5,(XX),(K)0, 
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and  the  expense  of  running  a  $31,000,000  institution  would  be  propor- 
tionately less.  That  is  one  phase  where  the  cooperative  banks  are 
valuable.  We  pay  5^  per  cent,  although  I  have  at  present  between 
three-quarters  of  a  million  dollars  and  a  million  dollars  out  at  5  and 
5 J  per  cent,  but  we  still  consider  our  dividend  5^  per  cent. 

The  Chairman.  Is  there  anything  else  that  you  have  to  suggest, 
Mr.  Bridges  ? 

Mr.  Bridges.  There  is  just  one  thing.  In  our  convention  of  build- 
ing and  loan  associations  in  Chicago  1  was  a  delegate,  and  there  was 
a  Mr.  Fletcher,  vice  president  of  the  Fort  Dearborn  Bank,  at  Chicago, 
who  made  a  speech  before  the  chamber  of  commerce  in  which  he 
advocated  10  hours  a  day  for  2  years  of  real  work.  Now,  if  that  could 
be  accomplished  I  think  there  would  be  quite  a  change  in  the  present 
aspect  of  things. 

Mr.  Meyer.  Has  there  been  any  change  recently  in  the  way-  of  an 
increase  or  decrease  in  the  number  of  your  deposits? 

Mr.  Bridges.  An  increase. 

Mr.  Meyer.  I  beg  your  pardon,  sir  ? 

Mr.  Bridges.  An  increase  since  the  Liberty-loan  question  has  been 
settled. 

Mr.  Meyer.  By  which  you  mean,  do  you,  that  since  the  Government 
has  ceased  to  call  for  bond  subscriptions  you  have  increased  the 
number  of  your  depositors  and  the  amount  ? 

Mr.  Bridges.  Yes ;  and  the  amount.  During  that  period,  of  course, 
we  were  probably  normal,  for  the  reason  that  so  manj'  were  being 
called  for  those  subscriptions. 

Mr.  Meyer.  You  did  not  lose  deposits? 

Mr.  Bridges.  No  ;  we  gained  every  year. 

The  Chairman.  You  gained  in  1917  and  1918  despite  the  fact  that 
the  people  were  being  urged  to  invest  in  Government  securities? 

Mr.  ^Bridges.  We  held  our  own. 

The  Chairman.  And  gained  a  little? 

Mr.  Bridges.  Yes. 

The  Chairman.  And  since  then  you  have  been  increasing? 

Mr.  Bridges.  Yes:  every  week. 

The  Chairman.  Thank  you  very  much,  sir. 

Mr.  Bridges.  Not  at  all.  Senator. 

Mr.  Fay.  Senator,  we  have  here  Mr.  Richard  W.  Qarrity,  president 
of  the  Boston  Central  Labor  Union 

The  Chairman.  Well,  it  is  after  1  o'clock  now,  and  if  Mr.  Garrity 
will  kindly  come  back,  at  half  past  2 

Mr.  GrARRrrr.  Very  well,  sir ;  I  can  be  here  then. 

The  Chairman.  Then  tne  committee  will  take  a  recess  now  until 
halfpast  2. 

(Whereupon,  at  1.05  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  oxlock  p.  m.) 

AFTER  RECESS. 

The  committee  reconvened  at  2.55  o'clock  p.  m. 

Mr.  CoNANT.  Mr.  Chairman,  I  will  call  on  Mr.  Richard  W.  Gar- 
rity, president  of  the  Boston  Central  Labor  Union,  and  also  a  mem- 
ber of  the  mayor's  rent  and  housing  committee,  of  Boston. 
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STATEMENT  OF  MB.  RICHASD  W.  OAEBITT,  PEESIDENT  CENTBAL 

LABOB  UBIOH,  BOSTON,  UASS. 

Mr.  Gakrity.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
will  state  that  I  am  representing  organized  labor  on  the  mayor's 
rent  and  housing  committee,  and  I  occupy  a  similar  position  here, 
representing  labor,  who  have  always  been  ever  ready  to  cooperate 
with  the  Government  along  the  lines  of  progress. 

I  find,  from  what  experience  I  have  had,  being  ready  to  render 
whatever  assistance  we  can  afford,  that  every  person  is  desirous  of 
straightening  out  this  entanglement  of  rent  and  housing,  as  well  as 
the  coal  situation;  and  we  have  been  very  successful  in  outlining  a 
program,  especially  in  the  city  of  Boston,  as  far  as  the  committee  is 
concerned,  and  I  believe  it  has  gone  a  long  way  toward  keeping  peo- 
ple peaceiul  in  the  city.  I  believe  if  it  had  not  been  for  the  good 
iudgment  of  his  honor  the  mayor  in  appointing  a  committee  of  this 
:ind  there  would  have  been,  perhaps,  a  lot  of  trouble  in  Boston ;  and 
•from  information  that  I  have  received  I  guess  similar  conditions 
prevail  not  only  elsewhere  in  this  country  but  in  Canada. 

Everyone  will  agree  that  something  ought  to  be  done,  and  there  are 
many  suggestions,  until  we  get  down  to  the  real  foundation — and 
then*  they  all  stop— finance.  We  have  a  number  of  houses  here  that 
could  be" made  habitable  if  we  had  the  necessary  finances  with  which 
to  do  it-  We  hear  a  lot  of  talk  about  labor  and  material,  but  labor 
is  only  a  drop  in  the  bucket ;  material  you  can  not  get.    Within  the 

fast  two  weeks  cement,  that  could  have  been  obtained  for  50  cents  a 
ag  some  years  ago — 100  pounds — within  the  last  two  weeks  you  can 
not  get  it  at  $2  a  bag ;  cement,  one  of  the  materials,  I  believe,  which 
we  can  not  very  well  get  along  without.  Lime  is  $4  a  barrel ;  and  when 
Tou  think  of  building  I  do  not  blame  the  people  who  have  a  few 
dollars  for  saying.  "  Fam  going  to  hold  onto  it  and  invest  it  in  some- 
thing other  than  building.  It  seems  to  me  that  if  they  talk  about 
labor,  a  man  ought  to  get  much  more  if  he  is  going  to  pay  the  rents 
he  is  obliged  to  pay  at  the  present  time. 

The  Chairman.  Mr.  Garrity,  are  you  a  member  of  any  of  the 
building  trades  vourself  ? 

Mr.  Garritt.  ^o  ;  the  only  trade  I  belonged  to  was  legislated  out 
of  commission  by  our  representatives,  without  submitting  the  subject 
to  a  vote  by  the  people.  I  am  the  business  agent  of  the  Bartenders' 
T'nion,  Local  No.  77,  of  Boston,  and  thanks  to  that  organization  they 
have  finances  sufficiently  to  pay  me  my  salary,  so  that  I  can  serve 
on  these  unpaid  commissions  so  as  to  protect  the  working  people  of 
the  city  of  Boston. 

Now,  Mr.  Chairman,  it  appears  to  me  that  while  the  rent  and 
housing  committee  has  done  everything  within  its  power — and  I  must 
-ay  for  the  make-up  of  the  committee  that  it  is  as  nice  a  committee  as 
I  would  desire  to  serve  upon — but  they  are  handicapped  because  they 
ha%-e  no  law.  They  can  bring  them  in  and  pacify  them,  and  then  send 
them  out  rejoicing.  We  have  had  a  bill  passed  by  the  legislature  here 
at  the  outgoing  ot  the  legislature  that  is  just  as  practical  as  the  rail- 
road control — pay  at  cost  as  you  go  along.  The  bill  is  very  good  for 
J»re\'cnting evictions  in  cold  weather;  it  extends  it  for  six  months;  but 
they  can  increase  the  rent  25  per  cent  each  year ;  and  I  believe  that  is, 


0-6  ti;o.vs^<^TfKVtTnoN  and  production. 

•  X'.!     ►i^L^titi.  lu •u,iii5:!'k>«ite?^  the  onlj  solution  for  the  problem.    We  have 

•  I  .  -^..v    t.  %  ;utfi«<^  •<>{  profiteering — very  few,  comparatively  speak- 
,,.      ;  ..'^-   iji-  :vc  t^f  cases  we  have  handled;  but,  for  instance,  you 

..t  vv  i   vt  i*v  u-'TMtt  who  has  to  pay  about  one-fourth  of  his  salary  a 
Nc.i.    'A  &  .ciiv'f xc;u  and  a  majority  of  those  working  people  used  to 

V,,  I  Aiu'»Kf  :^  of  three,  four,  or  five  rooms,  with  moderate  con- 
\v.  V.  vxcx  AC.  55*\\  #±J  a  month.  That  was  a  fair  rent  for  a  man  to 
•  o  .      .'  'A'  d  rVw  years  ago. 

\v  >^.  t  'c>^  touoments  can  be  increased  25  per  cent  under  the  law. 
I  • »;  iiu\i-'>  aUnit  $(>0  a  year,  I  presume,  and  then  four  times  that 
:.  .  vvr  ot  vlolUrs  the  second  year  and  then  four  times  that  number 
x»;  xiv>»iun5i  the  iliinl  vear,  and  about  that  time  perhaps  material  will 
,  >  ;t.v^  vu»\  n  a  iH*ir,  an^  when  you  figure  up  the  valuation  of  the  present 
M\4.  o^tate  at  aoout  what  it  will  cost  for  building,  then,  and  only 
i!tviu  I  KK>k  for  relief,  unless  some  public-spirited  people  will  come 
\n  or  siuue  legislative  action  is  taken  that  will  allow  a  person  a 
v'haiuc  who  has  a  few  dollars  to  invest  in  a  piece  of  property  in  a 
liiilc  better  way  than  he  can  invest  his  money  in  other  things  at  the 
piVNOut  tune. 

\  on  have  heard  the  evidence  from  the  bank  representatives,  and 
thiMv  is  not  any  person  who  wants  to  invest  his  money  in  anything 
tluit  is  not  going  to  pay,  because  we  have  had  a  lot  of  experience 
>\iih  tluv^o  get-rich-quick  schemes.  You  simply  go  out  of  business, 
ihjit  is  all;  so  they  are  very  careful  about  their  investments. 

Vou  can  gt»t  a  piece  of  property  to-day  for  a  few  dollars,  but  you 
can  not  get  a  sufficient  amount  on  the  first  mortgage,  and  you  can  not 
>»ct  a  sciond  mortgage,  because  I  know  from  experience  that  labor 
nu»n  tunc  gone  and  tried  to  get  a  second  mortgage  to  put  up  a  deposit 
Ml  a  piece  of  property  and  the  best  that  they  could  do  on  a  second 
luortiijp*  for  Jjil,()00  was  a  note  of  six  months  at  74  per  cent — with  a 
chancv*  to  extend  it,  I  presume,  by  paying  off  some  of  it — and  that 
would  be  j)robably  at  the  rate  of  15  per  cent  from  a  trust. 

Now,  with  those  conditions,  Mr.  Chairman,  and  looking  at  it  from 
(hat  \  icwpoiiit,  as  I  see  it  from  sitting  do>\u  and  listening  from  tune 
(o  time,  1  am  thoroughly  convinced  that  there  must  be  some  legisla- 
(i\c  action  to  relieve  the  present  condition,  because  conditions  are 
such  that  they  are  going  to  be  unbearable  next  winter  right  here  in 
(he  city  of  Boston,  and  1  presume  they  are  worse  in  other  cities. 

Now,  in  the  coal  situation  it  appears  to  me  that  something  ought 
(o  bo  dtuie.  You  can  get  coal  when  you  want  it  if  you  are  willing 
to  pay  (ho  nrices  that  they  ask.  That  evidence  has  been  brought  out 
horo,  and  1  have  known  of  a  person  who  ordered  31  tons  of  coal 
\\\  .luho  from  a  reputable  firm  in  Boston  and  they  said  it  would  be 
subject  to  the  price  at  the  time  of  delivery.  The  party  was  desirous 
of  i.rottin<j  it,  and  asked  them  if  they  would  take  a  deposit  on  it. 
Thoy  salilycs ;  that  it  would  be  $14.50  a  ton.  He  paid  them  a  deposit 
of  ^:*M\  leaving  a  balance  of  $99.50,  expecting  that  he  would  get  it 
l^ofoiH^  this  change  of  rate  would  come  about.  He  called  on  them 
(hnM^  dilforent  times,  and  they  said  they  were  sending  out  small  coal 
at  (hat  time,  but  the  big  coal  they  could  not  get  out;  but,  however, 
\  lH»lio>o  tliat  the  party  w-i  11  have  to  pay  now  $1.50  more  a  ton  at  the 
time  of  delivery,  notwithstanding  they  have  his  $350  drawing  in- 
(oiH^st  since  last  June.     Now,  that  does  not  quite  appeal  to  me  as  a 
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rea)  gentleman's  transaction,  for  the  simple  reason  that  there  was 
plenty  of  coal  on  that  wharf  to  be  delivered,  and  it  appeared  to  me 
that  when  a  large  amount  of  coal  is  in  the  pockets  on  the  wharves  in 
this  city  and  I  presume  in  other  cities,  that  when  we  read  in  the 
pa[)er  to-night  that  there  is  going  to  be  a  slump  in  coal  and  the  next 
morning  we  pick  up  the  papers  and  see  where  they  have  increased 
the  price  of  coal  from  $14.50  to  $16  to  meet  the  rail  increase  on  the 
railroads  and  water,  it  is  rather  peculiar  that  they  charge  for  some- 
thing they  do  not  pay.  I  do  not  know  what  they  call  that.  I  think 
it  is  a  good  paying  proposition  for  them.  So  Mr.  Chairman  and 
«r**ntlemen  of  the  committee,  with  those  few  remarks  from  my  prac- 
tical experience,  I  will  close. 

llie  Chairman.  Mr.  Garrity,  has  your  organization  ever  discussed 
this  subject  of  housing  as  a  body  or  through  a  committee,  and  have 
you  ever  made  any  practical  suggestions  or  any  suggestions  for  a 
remedy  ? 

Mr.  Garrity.  The  building  section  oflthe  labor  unions  of  Boston — 
there  are  two  sections;  there  is  a  central  labor  union  and  there  is  a 
huilding  section — and  the  building  section  has  started,  or  they  have 
organized,  a  housing  department.  They  are  not  going  along  very 
fast  with  it.  Some  people  talk  about  strikes  and  so  forth  ana  so  on 
in  the  building  trades  here  in  Boston  and  in  this  State.  There  is 
!i«>  such  thing,  and  there  will  not  be  for  this  year,  because  they  have 
a  contract  made  bv  the  master  builders  and  the  association  to  hold 
from  year  to  year,  and,  so  far  as  labor  is  concerned,  there  is  nothing 
to  prevent  them  from  going  ahead  and  building.  But  I  heard  one 
n*nl  estate  dealer  say  that  a  house  that  cost  $9,500  five  years  ago  to 
hiiild  would  cost  him  about  $2,100  or  $2,150  to-day. 

The  Chairman.  $21,500,  you  mean? 

Mr.  (lARRiTY.  Yes,  sir;  from  $9,500  to  $21,500  to  build  it  to-dav; 
•iui\  he  says,  "Do  you  suppose  I  am  going  to  build  to-day?"  fte 
Nivs,  '*  Xo;  I  am  ffoing  to  sit  tight;  I  do  not  care  whether  they  in- 
^  rea.se  the  taxes,  tne  water  rents,  or  what  not ;  the  tenants  will  pav 
for  it.'* 

I  believe  that  the  cost  of  building  material  has  increased  as  much 
•*^  4*^)  per  cent  in  some  cases.  There  is  no  question  about  it.  Labor 
iy  only  a  drop  in  the  bucket,  but  labor  must  get  enough  to  live  on. 

The  Chairman.  We  thank  you,  Mr.  Garrity.  It  is  a  serious  ques- 
li'Tj,  and  we  appreciate  your  statement. 

Mr.  CoNAXT.  Mr.  Bernard  F.  Carroll,  a  builder,  of  Dorchester, 
Mass. 
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Mr.  Carroix.  Mr.  Chairman  and  gentlemen,  I  am  interested  in  this 
'1  H-stion  from  the  standpoint  of  a  builder.  I  have  been  a  builder  all 
1 17  life,  and  before  the  war  I  started  to  building  two-familv  houses 
"»  the  largest  housing  town  probably  in  the  world,  namely,  Dor- 
h^-ster,  M^ss.  I  built  20  two-family  houses  there  and  disposed  of 
'  L«-m- 

The  Chairman.  You  say  you  built  20  two-family  houses? 

Mr.  (\\RRotx.  Yes;  and  then  the  war  broke  out  and  I  went  into  the 
Aniiy  as  a  construction  man,  but  they  put  me  drilling  colored  men 
^^tead. 
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Now,  here  are  four  reasons,  to  my  mind^  why  building  is  curtailed 
in  our  city ;  I  do  not  know  whether  this  condition  prevails  in  other 
cities  or  not.  The  first  is  the  action  of  the  Federal  reserve  bank  in 
refusing  to  allow  trust  companies  to  accept  second  mortgages  as  col- 
lateral security  for  loans.  Now,  you  get  me?  If  we  build  a  two,- 
family  house  and  sell  that  house  to  a  man,  invariably  we  have  got  to 
take  back  a  second  mortgage,  because  the  buyer  does  not  have  money 
enough  to  buy  it  outright.  Formerly  we  could  take  those  second 
mortgages  to  a  trust  company  and  we  could  borrow  from  50  to  6U 
per  cent  on  them,  but  that  has  been  done  away  with. 

When  I  came  out  of  the  Army  I  had  to  seH  one  of  my  houses  on 
account  of  my  financial  condition,  and  I  took  a  thousand  dollars 
second  mortgage.  My  bank  advanced  me  at  that  time  $500  on  that 
mortgage,  but  here  the  other  day  thev  told  me  thev  wanted  that  paid 
oflF.  Now,  that  is  not  any  incentive  lor  a  man  to  Duild  houses.  This 
spring,  when  I  left  the  Army,  I  built  a  two-family  bungalow^  and 
it  might  be  of  interest  to  yof  to  know  that  cost  me  $5,500.  I  mort- 
gaged it  for  $5,200;  I  got  $4,000  on  first  mortgage  and  $1,200  on 
second  mortgage.  I  submitted  those  plans  to  Mr.  Fay,  chairman  of 
this  commission — or,  rather,  I  left  them  at  his  office — ^he  was  away 
at  the  time.  That  two-family  bungalow,  only  one  story  high,  con- 
sisted of  four  rooms  and  a  bath  and  three  rooms  and  a  oath.  I  did 
not  advertise  it,  but  I  was  offered  $40  for  the  largest  suite  and  $30 
for  the  second  suite,  or  $70  all  together. 

^ow,  to  mv  mind,  if  you  are  going  to  develop  along  those  lines,  you 
have  got  to  nave,  of  course,  transportation.  This  drastic  legislauon 
was  enacted  by  the  last  legislature  against  property  owners — ^not 
against  landlords,  but  against  propertv  owners — and  when  you  read 
it  you  do  not  know  whether  you  own  tne  house  or  whether  the  courts 
own  it,  or  whether  the  tenant  owns  it. 

Now,  third,  the  refusal  of  the  savings  institutions  to  accept  the  new 
standard  of  prices  by  refusing  to  loan  on  new  construction  permanent 
loans  in  a<icordance  with  the  cost.  Mr.  Brock  this  morning,  when  you 
(]^uestioned  him  regarding  the  lowering  of  prices,  said  that  he  be- 
lieved they  would  come  down,  and  cited  the  fact  that  in  previous 
times  of  this  character  prices  invariably  fell ;  but  Mr.  Brock  should 
remember  that  in  those  times  we  did  not  have  labor  unions.  Labor 
is  not  going  to  come  down.    Labor  will  stand  up  for  high  wages. 

Now,  the  lumber  question :  I  do  not  believe  that  the  lumber  ques- 
tion will  be  settled  imtil  the  pulp  Question  is  settled.  You  will  not 
have  cheap  lumber  until  you  nave  cheap  pulp.  I  met  a  man  in  New 
London  a  short  time  ago  who  has  been  m  the  lumber  business  all  his 
life,  and  who  just  got  back  from  northern  Vermont,  He  told  me 
of  a  case  there  where  they  built  a  mill  and  hauled  in,  I  think,  4,000,000 
or  5,000,000  feet  of  logs,  and  thev  did  not  start  the  mill,  and  he  met 
a  representative  of  that  mill  on  the  street  in  New  London  within  two 
weeKs,  and  he  asked  him  why  they  did  not  start.  He  said,  "  We  have 
three  offers  for  those  logs  for  pulp,  and  if  we  sell  those  logs  we  will 
throw  the  mill  in."  Now,  how  are  you  going  to  have  cheap  lumber 
under  those  conditions? 

I  believe  that  one  of  the  remedies  for  this  situation  first,  is  the 
repeal  of  such  legislation  as  makes  every  man  who  rents  a  house 
feel  like  a  modern  Capt.  Kidd,  and  I  thinK  the  second  great  remedy 
is  that  the  savings  institutions  have  got  to  recognize  the  new  stand- 
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ard  of  values.  Of  course  I  suppose  that  what  the  Federal  reserve 
bank  has  done  was  with  the  object  of  curtailing  all  alon^  the  line 
to  stop  speculation.  I  do  believe  that  the  savings  institutions  have 
got  to  recognize  the  new  standard  of  values. 

The  Chairman.  Have  you  any  knowledge  of  the  practice  on  the 
part  of  the  savings  banks  of  requiring  borrowers  to  pay  a  bonus  to 
secure  loans! 

Mr.  Carroll.  Well,  the  bonuses  are  paid  to  the  agent.  No  bank 
official  does  that,  Mr.  Chairman — not  that  I  know  of.  Of  course  you 
have  to  pay  a  bonus  to  the  agent. 

The  Chairman.  What  percentage  of  a  bonus  is  required  to  secure 
a  first  mortgage? 

Mr.  Carroll.  They  generally  require  about  2  per  cent  on  the  loan. 
Of  course  the  secona  mortgage — I  cited  the  fact  that  I  had  obtained 
a  second  mortgage  on  that  bungalow,  but,  of  course,  I  paid  a  much 
larger  commission  than  that,  but  I  had  to  have  it. 

The  Chairman.  Have  you  heard  of  bonuses  as  high  as  10  per  cent 
being  paid  on  first  mortgages? 

Mr.  Carroll.  Yes;  I  have  heard  of  one  case  in  Boston. 

The  Chairman.  And  to  whom  was  that  paid? 

Mr.  Carroll.  It  was  an  individual. 

The  Chairman.  And  was  the  loan  obtained  through  a  savings 
bank? 

Mr.  Carroll.  I  do  not  know ;  I  could  not  say  as  to  that. 

The  Chairman.  How  high  a  bonus  are  you  asked  to  pay  now  to 
secure  a  second  mortgage? 

Mr.  Carroll.  In  Boston  they  pay  as  high  as  20  per  cent.  I  know 
I  had  a  case  a  short  time  ago  where  I  went  to  a  savings  bank — ^I  had 
a  chance  to  buy  a  house— and  the  bank  advertised  that  they  had  so 
many  thousands  of  dollars  to  loan,  and  the  first  question  they  asked 
me  was  where  I  deposited,  and  they  said  they  kept  that  money  on 
deposit  simply  for  their  depositors,  and  I  asked  them  why  they 
advertised.  1  told  them  I  did  not  think  their  advertisement 
amounted  to  anything.  They  said  it  was  meant  for  those  who  under- 
stood the  En&:lish  language.  I  told  them  I  thought  it  would  be  much 
cheaper  for  them  to  paint  it  on  the  walls  of  the  bank,  rather  than  to 
advertise  and  pay  four  or  five  hundred  dollars  a  day  for  an  adver- 
tisement in  the  fioston  papers.  Well,  they  did  not  have  any  money 
there  to  loan  me.  They  were  simply  holding  that  as  a  bait  to  get 
deposits  into  that  bank. 

The  Chairman.  Have  you  anv  information  as  to  whether  there 
are  combinations  amongst  the  building  material  people  to-day  to  hold 
up  the  prices  of  lumber,  cement,  and  lime,  and  other  building  mate- 
rials? 

Mr.  Carroll.  No;  I  have  no  knowledge  of  that,  bpt  I  can  see 
rwidilj' — it  is  common  talk  among  the  building  fraternity  that  it  is 
easier'to  handle  5,000,000  feet  of  lumber  than  it  is  15,000;000  feet,  if 
you  can  make  as  mucli  money  on  5,000,000  as  you  can  on  15,000,000 ; 
hut  that  is  all  hearsay. 

Tlie  Chairman.  Mr.  Carroll,  the  suggestions  that  you  have  made 
f*>r  a  remedy  are  entirely  beyond  the  purview  of  this  committee. 
We  might  help  you,  perhaps,  in  a  general  way,  but  we  are  thinking  of 
the  matter  more  in  a  national  way. 
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Mr.  Carroll.  Well,  what  about  the  Federal  reserve  bank  ? 

The  Chairman.  I  doubt  if  the  Federal  reserve  bank  has  notified 
any  member  bank  that  they  should  not  accept  your  note  with  a  mort- 
gaffe  as  collateral. 

Mr.  Carroll.  A  second  mortgage  ? 

The  Chairman.  A  second  mortgage  or  any  other  mortgage.  The 
bank  has  a  perfect  right  to  loan  you  that  money  on  your  note.  It  is 
up  to  them  as  to  whether  or  not  they  shall  take  any  collateral 
security.  The  Federal  reserve  bank  may  have  said  to  a  bank  "you 
must  cut  down  on  your  loans,"  but  I  do  not  think  tliey  have  said  to 
them  that  they  must  cut  out  any  specific  loans. 

Mr.  Carroi^.  I  did  not  say  they  had,  but  I  was  informed  that  it 
was  their  general  policy  to  discourage  them. 

The  Chairman.  I  have  heard  statements  of  that  character  made 
before,  and  the  Federal  reserve  system  denies  emphatically  ever 
havinj?  said  to  any  member  bank  that  they  should  not  make  a  certain 
kind  of  loan.  Of  course,  the  Federal  reserve  bank  would  not  accept 
your  note  with  a  second  mortgage  as  collateral — that  is,  the  Federal 
reserve  bank  could  not  rediscount,  under  the  law,  a  note  that  you 
gave,  using  the  particular  collateral  that  you  gave  as  security. 

Mr.  Carroll,  I  am  glad  to  find  that  out. 

The  Chairman.  The  Federal  reserve  bank  can  not  accept  a  first 
mortgage  as  collateral  for  a  rediscount  that  they  might  give. 

Mr.  CoNANT.  As  a  matter  of  fact,  the  Federal  reserve  bank  is  de- 
voted entirely  to  commercial  transactions,  anyway,  is  it  not,  Mr. 
Chairman  ? 

The  Chairman.  Yes.  So  I  rather  think,  Mr.  Carroll,  that  the  bank 
wanted  to  shut  down  their  line  of  credit  when  they  told  you  that.  We 
thank  you,  Mr.  Carroll. 

Mr.  Conant.  Mr.  Chairman,  I  had  spoken  to  Mr.  Edward  Kelley, 
of  the  board  of  assessors,  who  is  full  or  information,  and  a  very  in- 
teresting man,  but  I  am  afraid  that  he  is  so  busy  that  he  can  not  get 
here.  So  far  as  I  know  there  are  only  two  other  witnesses — JIns. 
Steinauer,  chairman  of  the  Housekeepers'  League,  and  Mrs.  Page.  I 
think  those  are  the  only  two  witnesses  left. 

The  Chairman.  Mrs.  Steinauer,  we  will  be  glad  to  hear  you  now* 

STATEMENT  OF  MRS.  ANNA  T.  STEINAUER,  38  WESTLAND 

AVENITE,  BOSTON,  MASS. 

Mrs.  Steinauer.  Mr.  Chairman,  I  really  did  not  know  whether 
we  were  going  to  be  heard,  or  whether  it  was  in  order  for  anyone 
except  those  whom  you  have  called,  but  I  hope  you  will  listen  to  a 
few  suggestions  that  we  have  been  very  much  interested  in,  in  re- 
gard to  the  condition  of  housing  and  food  and  heating  for  some 
years.  In  the  1910  commission  there  was  a  bill  that  was  presented 
to  the  commission,  and  is  now  under  report,  and  at  that  time  there 
were  some  good  recommendations  made,  it  seemed  to  me,  through 
the  State  sealer,  who  had  charge  of  it,  and  we  found  that  there  were 
many  abuses  in  regard  to  coal.  For  instance,  one  abuse  was  the 
screening — accidentally,  as  Mr.  Hamlin  stated  it  was— of  the  cheaper 
coal  into  the  higher-priced  coal,  to  the  extent  of  700  or  800  pounds. 
^\  e  thought  that  was  quite  an  injustice,  and  the  reconunendation  to 
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the  State  sealer  at  that  time  was  that  there  should  be  standard  screens 
that  would  not  permit  of  that  "  accident,"  and  the  bill  was  placed 
before  our  house  for  several  years,  year  after  year,  asking  for  a 
standard  screen  to  be  established,  and  the  city  sealer  came  every  year 
and  told  the  committee  that  he  could  not  prosecute  unless  they  would 
pass  that  standard,  because  he  said  he  did  not  have  anything  to  prove 
what  the  proper  size  of  coal  was ;  but  he  told  them  that  if  they  would 
pass  that  standard,  he  would  be  able  to  regulate  it. 

He  says,  "  I  have  many  complaints  that  come  in  from  people  who 
must  buy  coal  by  the  bag,  and  they  buy  and  pay  for  a  Ibag  of  nut 
coal,  but  75  per  cent  of  it  is  pea  coal,"  but  he  said  he  could  not  do 
anything  about  it,  the  way  things  are,  but  that  he  could  if  they  would 
pass  the  standard-screen  bill.  It  has  never  been  passed,  however, 
to  my  knowledge,  and  we  felt  that  when  this  representative  body 
came  here  perhaps  you  could,  in  a  way,  look  into  that;  and  if  such 
a  thing  could  be  done,  we  might  have  some  standard  so  that  "  ac- 
cident''  would  not  take  place.  As  1  say,  it  was  claimed  to  be  ac- 
cidental. 

The  Chairman.  It  would  seem  to  me,  Mrs.  Steinauer,  that  that  is 
a  matter  entirely  within  the  purview  of  your  State  authorities. 

Mrs.  Steinauer.  Yes,  it  is. 

The  Chairman,  And  not  something  which  Congress  could  regulate. 

Mrs.  Steinauer.  And  then,  in  regard  to  housing,  which,  of 
course,  is  affecting  everyone,  we  feel  that  building  is  the  only  outlet, 
and,  of  course,  to  build  now  we  must  get  down  to  the  question  of  the 
trouble,  which,  of  course,  it  seems  to  our  league,  as  we  have  studied 
this  tiling — ^it  seems  to  be  a  question  of  control  by  certain  people — 
everj^thing  is  under  control — what  we  call  monopolistic  control.  It 
leads  down  to  transportation,  of  course,  as  one  of  the  first  steps, 
and  it  is  hard,  1  suppose,  to  find  out  who  is  really  in  control,  because 
liobody  seems  to  want  to  give  that  information,  even  if  they  have  it. 
It  might  mean  a  great  deal  to  them  to  do  it.  We  all  know  that,  but 
we  can  certainly  not  get  away  from  the  fact  that  there  is  a  gigantic 
^•ontrol  in  this  country  of  very  nearly  everything  we  are  using.  I 
'Jo  not  l)elieve  that  we  people  who  live  here  have  hardlv  a  foot  of 
ground  that  we  step  on  that  we  have  the  control  of.  In  fact,  the 
prices  to  the  consumer  are  made  in  Chicago — we  all  know  that ;  at 
U-ast,  some  people  who  have  taken  the  pains  to  find  out,  know  that; 
and  it  would  certainly  seem  as  though  the  law  was  being  disre- 
trarded  along  several  lines  in  that  direction,  and  it  would  seem  that 
it  wa.s  time  for  some  of  our  good  people — and  we  have  manv  good 
people— I  am  not  going  to  grow  hopeless  over  this,  although  some 
fieople  are  very  hopeless — I  think  we  can  get  together  and  control 
them.  I  do  not  believe  we  can  ever  dissolve  them.  I  read  in  the 
paper  a  short  time  ago  that  there  was  to  be  a  dissolution 

The  Chairman.  I  am  riad  you  have  come  here  to  tell  us  your 
siory,  Mrs.  Steinauer,  and  in  these  days  when  the  women  have  just 
''ome  into  their  own  they  are  going  to  have  a  little  more  to  say  al)out 
things  in  the  future;  and,  from  my  experience,  I  know  that  women 
verv  often  give  us  some  real  sound  advice;  and  when  they  take  on 
their  new  responsibilities  and  become  more  familiar  with  nolitical 

I»rci)Iem8  their  iudgment  will  be  even  letter  than  it  is  to-day;  but 
want  to  say  this,  that  it  is  not  a  fact,  from  my  observation,  that 
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there  is  a  combination  of  capital  throughout  the  Nation  that  affects 
all  commodities.  Sometimes  the  smallest  producer,  with  others  of 
his  kind,  boosts  up  their  prices  for  his  particular  commodity,  and 
that  is  not  at  all  under  the  control  of  the  larger  producers.  Then^ 
too,  a  great  deal  of  the  trouble  arises  from  the  high  taxes.  If  you 
put  high  taxes  on  a  commodity,  the  man  who  produces  it  puts  the 
tax  on  before  he  sells  it,  and  then  the  man  to  whom  he  sells  it  puts 
another  tax  on  when  he  sells  it,  and  when  it  gets  down  to  the  con- 
sumer it  has  been  taxed  several  times  over.  It  works  out  that  way^ 
and  it  always  has.  There  is  one  thing  it  seems  to  me  must  be  done 
when  we  get  back  to  Washington,  no  matter  what  party  may  cet 
into  power,  we  must  completely  revise  our  tax  system.  I  make  tliis 
statement  to  you,  Mrs.  Steinauer,  because  you  evidently  represent 
the  women  of  the  home — the  housewife  and  others. 

Mrs.  Steinauer.  I  thank  you.  Senator. 

The  Chairman.  We  have  been  very  much  pleased  to  have  you  here. 

Mr.  CoNANT.  Mr.  Kelley,  of  the  board  of  assessors,  is  now  here, 
and  I  will  call  on  him. 

STATEMENT  OF  MB.  EDWAED  T.  KELLEY,  CHAIBXAN  OF  TEE 
BOAED  OF  ASSESSOES  OF  THE  CITT  OF  BOSTOIT,  MASS. 

Mr.  Kelley.  Mr.  Chairman,  I  am  afraid  that  there  is  not  very 
much  that  I  can  add  to  what  has  already  been  suggested  to  you.  l 
have  sat  with  Mr.  Nichols  on  the  rent  and  housing  commission,  and 
indirectly  it  has  been  brought  to  the  attention  of  our  board,  through 
that  commission  and  other  sources,  that  we  perhaps  have  the  weapon 
for  these  conditions,  or  the  cure  rather,  by  raising  valuations  to  such 
an  extent  that  it  would  punish  the  profiteers.  We  have  made  sub- 
stantial gains  in  value  this  year,  but  we  have  not  attempted  to  pursue 
that  policy,  because  it  seemed  like  a  vicious  circle,  as  it  has  been 
called. 

The  Chairman.  Of  course,  you  could  not  do  that. 

Mr.  Kelley.  We  had  an  example  that  Mr.  Nichols  may  appreciate 
only  last  week  before  his  commission.  Some  rents  were  increased  on 
one  of  the  South  End  parcels  on  one  side  of  the  street,  both  sides  hav- 
ing been  built  by  the  same  owner.  They  raised  the  assessments  very 
substantially  on  one  side,  while  the  other  side  practically  stood  still, 
and  some  one  was  in  our  ofSce  yesterday  attempting  to  buy  that  place^ 
and  they  were  asking,  I  think,  five  hundred  thousand,  as  against  an 
assessment  of  something  less  than  four  hundred  thousand,  and  the 
other  side  of  the  street,  with  better  conditions,  had  no  such  raise  of 
rents ;  they  had  not  considered  that. 

We  went  about  in  the  spring  and  gathered  together  data  on  these 
vacant  tenements.  We  found  that  thev  were  not  of  a  character 
that  people  would  want  to  live  in,  anci  they  were  largelv  in  the 
congested  districts — South  Boston  and  Charlestown.  There  has 
been  very  little  building.  I  saw  two  or  three  places  yesterday 
where  they  seemed  to  have  started  up  with  pretty  good  two- family 
houses,  that  might  have  sold  at  $1,500  or  $1,800  a  few  years  ago, 
and  they  are  asking  $3,200  for  them — and  they  are  easily  rente<I 
and  easily  sold.  The  construction  work  here,  as  you  have  heard, 
has  been  largely  confined  to  the  larger  buildings;  in  fact,  our  in- 
crease in  dwellings  this  year  has  been  substantially  nothing. 
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The  Chairman.  Let  me  ask  you,  is  there  a  real  need  for  all  of 
these  garages  that  are  being  built  here? 

Mr.  Kelley.  It  seems  doubtful;  and  yet  there  are  a  great  many 
of  them.  Out  in  Brighton  there  is  a  man  putting  up  120  of  them. 
He  is  putting  60  more  in  back  of  the  apartment  buildings. 

The  Chair3ian.  Each  for  one  car? 

Mr.  Keixey.  Yes. 

The  Chairman.  Does  he  lease  them  or  sell  them? 

Mr.  Kelley.  No;  he  rents  them  at  $15  a  month,  with  heat;  and 
there  is  one  heating  apparatus  for  the  whole  of  them.  He  is  mak- 
ing a  substantial  income. 

The  Chairman.  Mr.  Kelley,  in  the  building  development  of  the 
city*  has  it  been  done  largely  by  the  speculative  bujlder,  so-called^ 
or  bv  the  man  who  built  for  his  own  account  ? 

Jfr.  Kelley.  Of  late  years  it  has  been  the  apartment  buildings 
that  have  been  speculative.  There  has  not  been  a  great  deal  of 
single  dwelling  development.  There  have  been  some  three-family 
houses  in  Dorchester,  where  the  great  development  has  been,  but  it 
is  largely  speculative. 

The  C'nArRMAN.  That  is,  building  for  the  market  ? 

Mr.  Kelijey.  Yes. 

The  Chair^ian.  Has  there  been  very  much  of  the  one  and  two 
family  house  development? 

Mr?  Kelley.  The  two-family,  some;  the  one-family,  very  little^ 
of  late. 

The  Chairman.  Take  the  development  over  a  period  of  5  or  6 
years  past,  or  10  years,  if  you  like,  has  that  development  been  of 
the  tenement  and  apartment  house  character  or  the  one,  two,  and 
tliree  family  house? 

Mr.  Kelley.  I  should  say  largely  in  favor  of  the  three-family 
house,  following  with  the  two-family,  and  the  one-family  bringing 
up  the  rear. 

The  Chairman.  There  has  been  some  apartment  house  develop- 
ment* but  not  a  great  deal  f 

Mr.  Kelley.  Not  a  great  deal. 

Tlie  C^HAiRMAN.  Well,  there  is  no  use  going  over  the  same  ground 
th:it  other  witnesses  have  been  over,  but  I  am  very  glad  you  came 
hore  to-dav.  What  is  the  assessed  valuation  of  the  real  estate  in  this 
citv? 

ilr.  Kelley.  We  have  one  billion  four  hundred  million — pretty 
iirarly  a  billion  and  a  half. 

The  Chairman.  What  is  your  bonded  indebtedness,  do  you  know? 

Mr.  Keixey.  I  have  not  those  figures  available.  Senator. 

The  Chairman.  What  is  the  limit  that  you  can  borrow? 

Mr.  Kelley.  Two  and  a  half  per  cent  on  the  valuation  of  the 
'•■tv. 

The  Chairman.  You  are  limited  to  that  ? 

Mr.  Kelley.  Yes. 

llie  Chairman.  The  city  authorities  can  not  borrow  more  than 
that ! 

Mr.  Keixey.  No. 

The  Chairman.  Ten  per  cent  is  our  limit  in  New  York. 

Mr.  Kellet.  Yes. 
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The  Chairman.  So  that  if  your  city  authorities  should  take  ad- 
vantage of  the  law  recently  enacted  by  the  legislature  permitting  you 
to  borrow  1  .per  cent  of  the  assessed  valuation  for  the  purpose  of 
having  the  city  engage  in  the  building  business  you  could  borrow 

Mr.  Kelley  (interposing).  About  $15,000,000,  I  think;  J  estimate 
it  on  that. 

The  Chairman.  That  would  only  be  about  3,000  houses,  at  $5,000 
apiece. 

Mr.  Kelley.  Three  thousand ;  yes. 

The  Chairman.  We  thank  you,  Mr.  Kelley,  for  coming  here. 

Mr.  Kelley.  Not  at  all,  sir. 

The  Chairman.  I  think  that  concludes  our  hearing.  I  want  to  take 
this  opportunity  of  a^ain  thanking  you,  Mr.  Nichols,  and  the  other 
gentlemen  appearing  here 

Mr.  Whitfield  Tuck.  I  would  like  to  be  heard  for  a  moment. 
Mr.  Chairman,  if  I  may.  I  am  a  publicist,  and  represent  Bryan's 
Commoner. 

The  Chairman.  Very  well. 

STATEMENT  OF  MB.  WHITFIELD  TUCK,  PUBLICIST,  BEPB£S£NT< 
ING  BBTAN'S  COMMONEB,  WINCHESTEB,  MASS. 

Mr.  Tuck.  Mr.  Chairman,  I  am  not  going  to  go  into  great  detail 
in  regard  to  housing,  because  I  have  compassion  for  you  gentlemen 
who  have  spent  two  very  warm  days  in  Boston;  but  1  am  ^ing  to 
address  you  for  the  little  while  that  I  am  here  on  two  propositions  in 
the  coal  matter. 

I  heard  you  complimenting  the  ladies,  and  I  want  them  to  know 
that  this  honorable  Senator  helped  you  ladies  to  get  the  vote,  because 
he  was  one  of  the  New  York  Senators  who  voted  to  submit. 

Now,  I  want  to  ask  you.  Senator,  to  recommend  to  Congress,  or  to 
have  your  committee  report  this  winter  to  the  Senate^  recommenda- 
tion for  the  public  ownership  of  the  coal  mines.  The  only  relief 
that  will  ever  come,  in  the  opinion  of  those  who  are  very  well  posted, 
is  through  public  ownership  of  the  coal  mines,  and  I  hope  you  will,  in 
your  wisdom,  see  fit  to  recommend  that  to  the  United  States  Senate. 
Of  course,  we  are  not  going  to  be  able  to  get  it  right  away,  but  it  is 
coming  just  as  surely  as  the  nineteenth  amendment  came  in  my 
opinion.  But,  in  lieu  of  that  in  the  meantime,  and  until  we  can  <ret 
that,  I  ask  you  to  recommend  an  export  duty  on  coal  so  that  the 
American  people  will  be  taken  care  of  with  coal  before  any  foreign 
country,  no  matter  which  one,  is  taken  care  of.  We  should  have  an 
export  duty  on  coal  the  same  as  Canada  has  on  lumber  and  logs.  We 
can  not  get  their  logs  to  make  paper  to  write  or  print  upon  unless 
we  pay  that  export  duty  on  their  logs.  I  think  that  is  within  the 
purview  of  your  committee. 

I  am  very  glad  you  have  been  able  to  come  to  Boston,  and  I  hope 
you  have  had  a  pleasant  time,  and  I  hope  that  the  Senate,  when  it 
does  meet,  no  matter  whether  you  have  a  majority  or  the  Democratv^ 
have  a  majority,  that  you  will  take  up  earnestly  and  seriously  the 
proposition  of  public  ownership  of  the  coal  mines.  I  thank  you,  Mr. 
Chairman. 

Mrs.  Frank  W.  Page.  Mr.  Chairman,  I  would  like  very  much  to 
say  a  few  words.  I  really  do  not  know  why  Mr.  Nichols  did  not  call 
me.    He  saw  me  here. 
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The  Chairman.  Very  well,  madam,  we  will  hear  you  for  a  few 
moments. 

STATEMENT  OF  HRS.  FRANK  W.  PAGE,  EEPBESENTINO  THE 
HOUSEWIVES'  LEAOTJE,  BOSTON,  MASS. 

Mrs.  Page.  I  represent  the  Housewives'  League,  and  whereas  T 
never  asked  for  the  vote,  and  never  cared  whether  I  pot  it  or  not,  I 
certainly  have  applied  it.  Now,  there  is  a  part  of  this  investigation 
that  I  can  not  quite  understand.  I  want  to  Icnow  why,  if. you  please, 
sir,  the  Tremont  Trust  Co.  was  not  ordered  here.  Tlie  Tremont 
Trust  Co.  and  a  former  governor  of  this  State  have  manipulated 
proi>erty  throughout  greater  Boston  to  such  an  extent  that  it  is 
utterly  impossible  to  ^let  by  those  men  on  any  decent  rate  of  interest 
or  with  any  decent  proposition. 

The  Chairman.  Pardon  me,  madam,  but  .this  committee  is  ap- 
pointed by  the  United  States  Senate  to  make  a  survey  of  the  hous- 
ing needs  of  the  Nation. 

iirs.  Page.  We  do  not  need  houses  in  Boston.  I  could  take  you 
up  and  down  in  the  section  of  the  city  where  I  live,  and  many  houses 
are  empty. 

The  Chairman.  Yes;  I  have  seen  a  number  of  signs,  but  those  are 
houses  that  only  people  of  large  means  can  afford  to  live  in. 

Mrs.  Page.  No,  sir;  I  have  lived  in  them  myself,  and  I  am  not  a 
woman  of  large  means;  my  husband  was  a  physician.  But  I  can 
not  get  into  any  of  them  without  three  men  on  my  lease.  Now,  then, 
I  have  to  put  up  one-half  of  my  rent  for  six  months  in  advance,  and 
then  one-half  again  in  six  months.  They  are  delighted  if  the  taxes 
are  raised,  because  it  is  not  the  people  who  are  renting  the  houses 
who  suffer  from  the  taxes;  it  is  the  person  who  occupies  the  house. 
For  in.stance,  one  house  that  I  have  in  mind,  with  32  suites  in  it,  the 
taxes  went  up  $32  in  Boston,  but  the  rent  went  up  $1()0  a  year  on 
each  tenant,  making  $350()  a  year.  Now,  there  was  a  large  profit 
there,  l)ecaiise  we  pay  for  the  electric  lights  and  everything  in 
advance,  but  somebody  was  grafting. 

Tlie  Chairman.  Somebody  is  taking  advantage  of  the  scarcity  of 
housing  in  Boston 

Mrs.  Pagk  (interposing).  But  there  was  not  any  scarcity. 

The  Chairman.  Then,  why  did  not  the  people  move  out? 

Mrs.  Page.  Here  is  another  proposition:  You  take  a  house,  say, 
in  October.  In  November  you  are  told  that  that  house  is  for  sale — 
hiiy  or  get  out.  You  move  across  the  street  to  another  house.  They 
<lo"not  want  to  sell — oh,  no.  You  are  in  there  and  just  ^ettinir  set- 
tle<l  for  your  Thanksgiving  dinner,  and  the  next  minute  it  is  "Buy 
or  get  oiit."  That  is  the  proposition  in  Boston  and  in  Cambridge. 
The  people  are  suffering  ana  not  the  builders.  We  do  not  neexi 
builders  in  Boston.  All  we  need  is  to  control  the  monopoly,  and 
that  is  the  only  thing.  Senator,  that  we  have  to  complain  al)out. 

The  Chairman.  We  thank  you  Mrs.  Page.  The  commission  will 
now  stand  adjourned. 

(Whereupon,  at  3.55  o'clock  p.  m.,  the  committee  adjourned,  sub- 
ject to  the  call  of  the  chairman. 
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FRIDAY,  SEPTEMBEB  17,   1920. 

United  States  Senate, 
Sei^ct  Committee  on  Reconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  call,  at  10.30  o'clock  a.  m.,  in  room 
1101,  Engineering  Societies  Building,  29  West  Thirty-ninth  Street, 
Senator  William  M.  Calder  presiding. 

Present:  Senator  Calder  (chairman);  also  Messrs.  Franklin  T, 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

The  Chairman.  Mr.  FuUawav,  this  committee  has  taken  up  an 
in«|uirj^  into  the  Postal  Savings  System,  and  its  proper  devflopment 
along  lines  that  will  be  of  value  to  the  country  in  this  financial 
situation.  We  learned  that  you  were  in  Xew  York  and  of  your 
former  connection  with  the  Postal  Savings  System,  and  subpoenaed 
vou  to  appear  to-day  in  belief  that  you  could  tell  us  something  about 
Vostal  Savings  affairs  that  would  aid  us  in  our  inquiry.  In  what 
way  were  you  connected  with  the  Postal  Savings  System? 

STATEMENT  OF  HB.  CHABLES  H.  FULLAWAT,  NEW  TOBK  CITT. 

Mr.  Fuu^vwAY.  I  was  a  member  of  the  original  committee  ap- 
jKiinted  in  1910  by  Postmaster  (ieneral  Hitchcock,  shortly  after  the 
original  law  was  passed,  to  work  out  plans  for  installing  the  system. 
In  11*13  I  was  appointed  assistant  director  of  the  system,  and  served 
in  that  capacitv  until  Fel)ruarv  1,  last,  when  I  came  to  New  York 
City. 

Tlie  Chairman.  Then  your  experience  with  postal  savings  affairs 
wouM  seem  amply  to  qualifv  you  to  express  a  competent  opinion 
^  ith  respect  to  plans  which  have  been  suggested  for  extending  and 
^-nlarging  the  system.  Are  you  familiar  with  Mr.  Eugene  Meyer, 
jr.'s.  plan  to  encourage  savings  by  the  people  through  popular*  in- 
v«-*tment,  as  part  of  our  reconstruction  program? 

Mr.  F'rLLAWAY.  I  am.  Mr.  Meyer  very  kindly  supplied  me  with 
all  tlM»  data  in  connection  with  his  plan,  and  I  have  read  it  carefully 
with  great  interest.  The  plan  appeals  to  me  verv  strongly  as  a 
iri«-an5  of  reviving  interest  in  a  public  facility  which  1  feared  was  fast 
afiproaching  oblivion.  It  comes  at  a  very  opportune  time  as  well, 
l^tf^ause  the  floating  of  the  war  loans  showed  what  the  American 
^.•-^►ple  could  do  in  the  way  of  practicing  economy  and  thrift,  and 
I  lielieve  that  the  continuation  of  these  practices  is  equallv  impor- 
tant during  the  period  of  reconstruction.  Some  means  snoula  be 
pn^vided  to  encourage  economy  and  thrift,  and  no  better  way  could 
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be  had  than  to  associate  the  savings  of  the  people  with  the  public 
funds. 

I  hope  to-day  to  point  out  a  few  things  which  have  niilitate»l 
against  the  success  of  the  Postal  Savings  System,  in  order  that  any 
plan  now  advanced  for  its  development  may  take  these  things  into 
consideraflon  and  correct  them.  It  should  be  pointed  out,  however, 
that  when  the  Postal  Savings  System  was  first  organized  our  public 
debt  was  small  and  bore  a  very  small  rate  of  interest.  Therefore  the 
investment  of  postal  savings  funds  in  Government  funds,  in  keeping; 
with  practices  of  other  governments,  was  impracticable.  Almost 
every  country  associates  the  savings  of  the  people,  through  the  postal 
banks,  with  the  public  debt,  the  only  exception  that  I  know  of  being 
in  the  case  of  Canada,  where  they  simply  throw  all  the  funds  de- 
posited into  the  general  treasury  and  meet  the  demands  for  with- 
drawals as  they  arise.     They  pay  3  per  cent  interest. 

The  importance  of  the  Postal  Savings  System  should  not  be  mini- 
mized. At  the  risk  of  being  academic,  I  will  hastily  sketch  the  be- 
ginning of  the  idea:  In  1861  it  was  inaugurated  in  Great  Britain, 
when  Mr.  Gladstone  was  chancellor  of  the  exchequer,  and  in  later 
years,  in  the  course  of  a  speech  when  he  was  prime  minister,  he  re- 
ferred tb  it  as  the  most  fruitful  of  the  laws  enacted,  or  one  of  the 
most  fruitful  of  the  laws  enacted,  during  his  long  career. 

The  Chairman.  Will  your  statement  to-day  advise  the  committee 
of  the  total  deposits  in  the  postal-savings  banks  of  England  ? 

Mr.  FuLLAWAY.  In  Great  Britain? 

The  Chairman.  Yes. 

Mr.  Fullawat.  They  amount  at  the  present  time  to  about  one 
billion  dollars.  I  have  not  the  number  of  depositors  with  me.  I 
think  Mr.  Meyer  has  given  that. 

Mr.  Meyer.  About  36  per  cent  of  the  population  of  the  United 
Kingdom  and  5  per  cent  in  the  trustee  banks. 

Mr.  FuLLAWAY.  I  might  say  that  I  am  somewhat  at  a  disad- 
vantage this  morning  in  that  the  time  given  me  to  prepare  for  this 
presentation  has  been  short.  Moreover,  when  I  left  the  Postal  Sav- 
ings System  I,  of  course,  left  all  my  data  there,  so  that  I  am  speaking 
from  memory.  If  I  make  any  mistakes,  therefore,  I  will  reserve  the 
right  to  correct  them. 

The  Chairman.  The  committee  will  give  you  a  copy  of  your  testi- 
mony to  correct  before  it  is  printed,  so  that  we  may  have  the  record 
accurate. 

Mr.  FuLLAWAY.  Thank  you,  Senator. 

The  Chairman.  Let  me  ask  you  this,  sir :  Is  there  a  mutual  or  a 
private  savings  system  in  Great  Britain,  aside  from  the  postal-sav- 
mgs  system? 

Mr.  FuLLAWAY.  They  have  what  they  call  the  trustee  banks  there* 
Prior  to  the  installation  of  postal-savings  banks  the  trustee  bank  sys- 
tem had  many  shortcomings.  The  postal  bank  of  England  is  an  im- 
portant institution  with  the  English  people.  During  the  war,  Dot- 
withstanding  the  enormous  sales  of  war-saving  stamps,  the  deposits 
in  the  postal-savings  banks  increased  materially. 

The  Chairman.  Can  a  depositor  draw  a  check  to  pay  Iris  bills  or 
current  expenses? 

Mr.  FuLLAWAY.  No,  sir.  England  has  a  highly  centralized  system, 
which  necessitates  the  employment  of  about  4,000  clerks  in  the  city 
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of  London.  Withdrawals  can  be  made  from  local  depositories  only 
up  to  £1.  Any  application  to  withdraw  a  lar^jer  amount  must  fi^o  to 
I»ndon,  where  all  the  accounts  are  kept*  ana  anything  above  £1  is 
paid  by  means  of  a  check,  which  is  cashed  at  the  local  post  office. 

The  Chairman.  Is  there  anything  in  the  law  over  there  requiring 
notice  of  withdrawal? 

Mr.  FuLLAWAY.  Yes,  sir:  they  not  only  have  to  give  notice,  but 
tho  application  must  go  to  London  to  be  honored. 

The  Chairman.  Proceed,  Mr.  Fullaway.  You  will  forgive  my 
interruption. 

Mr.  FrLLAWAY.  Yes;  certainly.  Mr.  Meyer's  plan,  I  believe,  is 
well  conceived  and  funda  ae  itu'iv  soiu.'.  lie  is  better  able  than  1 
am  to  i>a5'S  upon  the  financial  features  of  it.  My  purpose  this  morn- 
ing, as  I  have  said,  will  be  simply  to  point  out  some  of  the  things 
which  have  militated  against  the  success  of  our  postal  banks. 

It  took  4i)  years  of  effort  to  secure  a  Postal  Savings  Sy:-tem  in 
this  country;  and  to  my  mind,  at  least,  the  10  vears  of  its  operation 
have  lK*en  very  much  of  a  disappointment.  There  are  several  rea- 
sons for  this:  The  principal  one  is  in  the  law  itself;  that  is  to  say, 
the  verv  low  rate  of  interest  paid,  which  is  2  per  cent. 

Mr.  Mkyer.  Will  you  state,  for  the  information  of  the  committee, 
your  basis  for  feeling  that  that  is  the  principal  disadvantage  in  the 
inv'-ent  svstem,  Mr.  Fullawav  ( 

Mr.  FrLLAWAY.  I  believe  that  it  does  not  tend  to  encourage  the 
practice  of  thrift,  particularly  :it  the  present  tine,  with  the  hioher 
interest  rates  i)aid  which  prevail  in  securities.  It  is  useless  to  attempt 
i<»  d  >  an^'thing  in  the  way  of  encouraging  thrift  if  you  do  not  olFer  a 
I»»*r()n  something  worth  while. 

Mr.  Mkyek.  Did  you,  in  the  course  of  your  ofTicial  experience, 
('(»nie  upon  the  exi)n'S'-ion  of  tluit  idea  from  other  po<)})h\  aho^ 

Mr.  Fi'LLAWAY.  Oh,  yes;  practically  every  postmnster  jiddiejsiM) 
oil  the  subject  of  the  best  means  of  furthering  the  iutcrchts  of  the 
\\*tcm  and  increasing  deposits,  replied  that  the  interest   rate  was 

Mr.  Meykr.  And  did  thcv  suv  thtit  at  a  higher  rate  thev  could  m^t 
-:i\in«^  whu'h  they  couhl  not  <ret  now,  and  which  otln^r  banks  do 
ii'>t  iret  ^  It  would  not  serve  the  ])ublic  interest  merely  to  set  up  a 
|h»  tal  savings  system  to  compete  wUh  the  exiting  hanks.  It  is  of 
:i  I'Test,  howexer,  to  stinudate  thrift  on  the  part  of  people  who  do 
Ti'.t  now  practice  it  and  to  obtain  dei)osits  from  those  n(.w  hoarding 

•  '•Ml  and  currency. 

Mr.  FriXAWAY.  Yes.     The  P<»st!d   Saving«<  Systeni   is  not»  pro]^- 

•  rlv  si)eaking,  an  adciition  to  the  bankinir  system  of  the  country;  it 
\-  I'Urely  the  exercise  of  a  ju-oper  function  of  government  to  eiicour- 
•::••  the  ])nicti<*e  of  thrift. 

Mr.  ^I^:YK«.  And  the  consensus  of  oi)inion  of  the  postnia -ters  xvas 
t  .••'  th«*  pn*M»nt  system  did  not  encourage  it  ^ 

^^r.  Ft  i.iawAY.  Decidedly.  Coui)led  with  that,  and  almost  Cijually 
j'*»iwirtant,  are  the  rather  oppressive  regulaticms  for  the  payment  of 
'tivA,  Perhaj)s  you  all  know — if  you  do  not,  I  will  point  it  out — 
t'»  t  a  de]>osit  made  on  tlie  1st  day  of  September.  ll)ii(),  or  at  any 
I  '  !♦•  during  tlie  month  of  Septemher,  would  not  begin  to  bear  inter- 
♦^t  until  the  Iht  dav  of  Octoher,  and  the  interest  would  not  become 
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due  and  payable  until  the  1st  day  of  October  of  the  following  year, 
if  the  money  is  withdrawn  at  any  time  during  that  period,  the  inter- 
est is  forfeited,  and  62  per  cent  of  the  deposits  are  withdrawn  within 
the  first  year. 

The  Chairman.  The  system  of  the  mutual  savings  banks — in  this 
State,  at  least — I  believe,  is  such  that  one  who  deposits  money  during, 
say,  September,  will  draw  interest  from  the  1st  of  October  and  have 
it  credited  to  his  account  after  the  1st  of  January  following. 

Mr.  Fui-LAWAY.  Yes.  Many  of  the  saving  banks  make  the  inter- 
est retroactive;  and  if  money  is  deposited  within  the  first  10  days  of 
the  month,  they  go  back  to  the  first  day  of  the  month  for  the  purpose 
of  calculating  interest.   . 

The  Chairman.  Do  not  the  savings  banks  figure  the  interest  quar- 
terly ? 

Mr.  FuLLAWAY.  Mostly  semiannually. 

The  Chairman.  My  recollection  is  that  the  New  York  savings 
banks  figure  the  interest  from  the  first  of  each  quarter.  Am  I  correct 
about  that  ? 

Mr.  FuLLAWAY.  Well,  I  am  not  very  intimately  acquainted  with 
that. 

Mr.  Meyer.  The  practice  varies,  does  it  not,  Senator? 

The  Chairman.  I  believe  it  does.  I  know  of  a  bank  where  I  have 
an  account;  and  if  we  deposit  before  the  10th  of  January,  on  the 
1st  of  July  we  are  credited  with  six  months'  interest.  If  we  deposit 
before  the  1st  of  April,  on  the  1st  of  July  we  are  credited  with  three 
months'  interest. 

Mr.  Meyer.  And  then  would  they  credit  you  everv  six  montlis? 

The  ChairmaK.  Yes.  If  we  draw  our  money  out  before  the  1st  of 
July,  however,  we  get  no  interest  on  the  money  deposited  up  to  the 
1st  of  July. 

Mr.  FuLLAWAY.  That  makes  the  mechanics  of  computing  interest 
very  simple.  Our  postal  savings  banks  do  not  compound  interest, 
although  it  is  possible  for  one  to  go  to  the  post  office  and  withdraw 
his  interest  and  redeposit  it,  but  the  interest  is  not  automatically 
added  to  the  principal. 

Mr.  Meyer.  Mr.  Fullaway,  then  your  experience  teaches  you  that 
the  present  rate  of  interest  is  inadequate  to  stimulate  thrift  on  the 
scale  that  vou  think  could  be  done? 

Mr.  Fullaway.  Decidedly. 

Mr.  Meyer.  Secondly,  you  think  that  the  regulations  as  to  the 
payment  of  interest  are  a  decided  deterrent  to  the  growth  of  the 
^Postal  Savings  System? 

Mr.  Fullaway.  Decidedly. 

Mr.  Meyer.  Now,  then,  what  other  weaknesses  exist  in  the  system 
as  at  present  operated,  in  the  light  of  the  purposes  of  the  law  by 
which  it  was  brought  into  existence? 

Mr.  Fili^away.  I  have  outlined  two  of  the  principal  ones,  A 
third  one  is  the  small  number  of  post  offices  at  whicli  the  service  is 
available.  The  two  cardinal  points  of  a  Postal  Savings  System  are 
convenience  and  safety.  That  funds  deposited  with  the  Govern- 
ment are  safe  needs  no  supporting  argument,  and  through  the  agency 
of  the  post  office,  which  has  its  postmaster  at  every  crossn^ads  of  the 
country,  facilities  for  saving  may  be  made  available  at  thousands 
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of  placfe  where  it  would  be  impossible  for  a  private  savings  bank 
to  exist — even  a  branch  savings  bank — on  account  of  the  expense  in- 
volved. When  the  system  was  first  organized  the  trustees  installed 
it  at  a  very  large  number  of  fourth-class  post  offices.  Later  that 
policy  was  reversed,  and  at  the  present  time  practically  all  the 
lourth-class  post  offices  have  been  eliminated.  Finally,  an  amend- 
ment to  the  postal  savings  law  was  passed  which  prohibited  the  pay- 
ment of  compensation  to  any  postmaster  for  transacting  postal  sav- 
ing business;  so  you  can  readily  see  that  any  incentive  a  postmaster 
might  have  to  extend  the  system  is  absent.  It  means  now  only  a 
large  amount  of  additional  work  at  already  overworked  post 
offices  and  entirely  without  compensation  to  the  postmaster. 

The  Chairman.  I  am  anxious  to  know  how  it  operates  in  New 
York  City.  We  have  a  general  post  office  down  town,  although  I 
believe  that  our  main  post  office  is  now  at  the  Pennsylvania  Terminal. 

Mr.  FuLLAWAT.  The  Pennsylvania  Station  is  now,  I  believe,  the 
main  post  office. 

The  Chairman.  Yes.  We  have,  throughout  the  city,  a  number  of 
branch  post  offices,  where  regular  postal  business  is  conducted,  and 
in  addition  to  that  we  have  a  number  of  substations  where  money 
orders  are  sold  and  cashed  and  where  postage  stamps  are  sold.  Now, 
do  I  understand  that  these  branch  post  offices  carry  on  a  banking 
business  ? 

Mr.  Fullawat.  Yes,  sir;  in  fact.  Station  B,  in  the  Italian  and 
Jewisli  district,  has  about  17,0(K)  depositoi-s,  with  about  $7,000,000 
on  deposit.    That  is  the  larpest  unit  in  the  country. 

The  Chairman.  Are  savings  deposits  accepted  at  the  so-called  sub- 
stations throughout  the  city? 

Mr.  FrLi^wAY.  At  some  of  them,  but  very  few.  Principally  at 
the  branches  only. 

The  Chairman.  Is  it  a  practical  thing,  do  you  believe,  to  accept 
♦leposits  at  all  of  these  so-called  substations,  where,  in  the  past,  they 
have  only  been  selling  stamps  and  writing  money  orders? 

Mr.  FcLLAWAY.  Not  at  what  one  might  call  the  small  "  contract " 
stations,  which  are  simply  places  for  the  distribution  of  stamp  sup- 
plies; and  they  are  fast  disappearing  with  the  installation  of  auto- 
matic devices. 

Mr.  Meykr.  You  mean  the  drug  stores  and  the  like? 

Mr.  FriJj^wAY.  Yes. 

Mr.  Meyer.  Thev  are  not  really  branches  ? 

Mr.  F'vLiJiWAY.  A o :  they  are  simply  "  contract ''  stations,  where  the 
proprietor  of  the  store  is  paid  a  small  fee  for  the  distribution  of 
(itamp  supplies. 

Mr.  ilEYEH.  But  in  what  are  designated  as  the  branches  and  sub- 
stations, vou  think  the  svstem  could  be  successfuUv  installed? 

Mr.  FrujiWAY.  Decidedly.  That  is  to  say,  where  the  place  is 
manned  by  sworn  postal  employees. 

Mr.   Meyek.  And   that   would   include   all   the   fourth-class   post 

Mr.  FrLLAWAY.  Yes.  I  was  going  to  add  that  my  remarks  apply 
jMrticularly  to  the  "  cross-roads  '*  post  office. 

The  (^HAiRMAN.  There,  of  course,  the  post  office  is  usually  con- 
rlucted  in  a  rented  building,  by  a  nuin  who  occupies  that  building, 
in  part,  for  some  other  business? 
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Mr.  FuLLAWAY.  I'''sually  a  general  store. 

The  Chairman.  Yes;  but  he  has  every  post-office  facility  there— 
a  safe  and  otlier  Government  property? 

Mr.  FuLLAWAY.  Yes. 

The  Chairman.  And  it  would  be  feasible  for  him  to  conduct  the 
postal-savings  business  ? 

Mr.  FuLLAWAY.  Yes. 

The  Chairman.  If  there  is  much  business  at  all,  he  usually  has  a 
clerk  whose  salary  he  pays  himself,  who  attends  to  the  business  in 
his  store  besides  looking  after  the  post-office  businiess? 

Mr.  Fullaway.  Yes.     The  fourth-class  postmasters  are  compen-  t 
sated  on  the  basis  of  their  cancellations,  with  other  small  allowances. 

The  Chairman.  And  necessarily  would  have  to  have  a  little  addi- 
tional compensation  for  a  postal  savings  bank? 

Mr.  Fullaway.  I  think  so.  I  will  cite  one  case  in  point:  The 
postmaster  at  Roslyn,  State  of  Washington,  a  small  presidential  or 
a  fourth-class  office,  conducts  quite  a  large  postal-savings  business, 
and  under  the  law  is  compelled  to  do  it  without  compensation. 

Mr.  Meyer.  What  were  the  conditions  in  that  office,  particularly, 
that  you  have  in  mind? 

Mr.  Fullaway.  It  happens  to  be  an  industrial  community,  where 
a  large  number  of  foreigners  are  employed  who  were  acquainted 
witli  the  postal-savings  systems  at  home,  and  they  therefore  patron- 
ized it  here. 

Mr.  Meyer.  And  business  became  so  large  in  that  office 

Mr.  Fullaway  (interposing).  That  it  was  very  embarrassing  to 
the  postmaster,  and  rather  a  difficult  thing  to  nave  the  business 
satisfactorilv  transacted  there.  I  do  not  know  how  it  worked  out. 
but  I  cite  tliat  case  as  one  in  point  of  what  might  be  termed  the 
injustice  to  the  postmaster. 

Mr.  Meyer,  bo  you  think  that  a  postmaster  in  such  a  station  as 
that  would  be  inclmed  to  discourage  the  postal  savings,  rather  than 
otherwise,  do  you  ? 

Mr.  Fullaway.  Naturally. 

Mr.  Meyer.  Because  it  would  make  just  that  much  additional 
work  for  him  without  any  compensation  for  it  ? 

Mr.  Fullaway.  Yes ;  and  unless  something  is  done  along  that  line, 
I  doubt  very  much  whether  we  can  have  the  cooperation  of  the 
postmasters  in  any  forward  movement. 

Mr.  Meyer.  So  you  consider  the  change  which  I  propose  in  mv 
recommendation  to  the  committee,  that  the  postmaster  be  given  cre<lit 
for  his  work  in  connection  with  the  Postal  Savings  Svstem  in  his 
rating,  as  an  absolutely  essential  feature  of  expansion  of  the  system? 

Mr.  Fullaway.  I  consider  it  a  necessity. 

Mr.  Meyer.  A  necessitv  ? 

Mr.  Fullaway.  Yes. 

Mr.  Meyer.  I  suppose  you  would  not  care  especially  to  discuss  tho 
disposition  .of  deposits  to  be  used  to  buy  Government  securities, 
instead  of  to  leave  the  postal  savings  funds  on  dej^osit,  would  you? 

Mr.  FuLLu\WAY.  I  have  always  had  a  definite  idea  on  that  point, 
and  I  might  advance  it  for  whatever  it*  is  worth.  I  believe  that  the 
function  of  the  Post  Office  Department  stops  when  they  have  col- 
lected the  monev.    The  funds  should  then  be  turned  over  to  the  com- 
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mlssioner  of  public  debt  or  to  sinking  fund  commissioners,  or  be 
ijupervised  by  a  board  composed  of  the  people  concerned  with  it,  for 
investment  in  the  public  debt.  I  learned  of  a  very  good  suggestion 
last  night,  that  a  representative  of  the  public  should  be  on  that  board 
to  keep  the  interests  of  the  public  in  mind — to  see  that  the  interests 
(»f  the  public  were  preserved. 

The  Chairman.  I  was  a  Member  of  the  House  of  Representatives 
>Nhen  the  postal  savings  bill  was  passed,  and  it  was  opposed  by  some 
huvings-bank  interests  at  the  time.  I  recall  that  it  was  argued  that 
the  establishment  of  the  Postal  Savings  Sysem  would -result  dis- 
astrously to  the  savings-bank  system.  I  did  not  believe  it  would, 
II  nd,  for  that  reason,  I  very  willingly  voted  for  it. 

Mr.  FuLiAWAY.  Yes. 

The  Chairman.  I  recall  that  the  bill  was  passed  providing  that 
the  money  deposited  should  be  redeposited  in  the  local  banks  in  the 
j)articular  neighborhood  or  locality  where  the  savings  were  placed 
in  the  postal  bank.  Do  you  know  if  it  has  been  the  uniform  practice 
to  deposit  all  of  the  savings  of  the  Postal  System  in  the  local  banks? 

Mr.  FuLLAWAY.  Yes,  sir.  If  you  remember  the  debates  during 
the  consideration  of  the  bill,  you  will  recall  the  point  raised  by  Sena- 
tor Bailey  that  the  proposed  postal  savings  law  was  really  unconsti- 
tutionaK  in  that  the  Constitution  did  not  permit  the  United  States 
to  go  into  the  banking  business*  broadly  speaking.  That  objection 
W3!>  eliminated  by  the  introduction  of  an  amendment  by  Senator 
Sinoot  which  placed  the  entire  fund  under  the  control  of  the  Presi- 
dent for  investment  in  bonds  or  securities  of  the  United  States  ii» 
i'.\<e  of  a  national  emergency,  such  as  war,  or  when  the  interests  of 
I  lie  United  States  might  require  the  use  of  it.  That,  he  thought, 
hn»ught  the  funds  within  the  borrowing  capacity  of  the  Xation. 
\\  hen  the  bill  went  to  the  House  they  made  this  rather  more  definite 
hv  prescribing  that  5  per  cent  of  the  fund  should  be  kept  in  the 
Trejisury  as  a  reserve:  30  per  cent  might  be  invested  in  Government 
Jxindii  under  certain  conditions;  and  that  65  per  cent  of  the  money 
riii^rht  remain  in  local  banks.  Later  on  these  provisions  were 
,ii'ien<led  so  as  to  provide  for  the  dei)osit  of  all  funds  in  the  local 
^  .njks  with  the  exception  of  the  5  per  cent  reserve,  and  the  clause 
V,  iiirh  put  the  entire  fund  under  the  control  of  the  President  in  case 
of  TiHtionnl  emergency  was  retained. 

Tlie  Cif.%iRMAN.  Under  the  terms  of  the  law  there  is  no  notice 
r»'»iijinNl.  ji«  I  understand,  from  a  depositor  of  his  intention  to  with- 
•.r:iw  his  money? 

Mr.  FixLAWAY.  No,  sir.  Mr.  Meyers  plan  will  have  this  advan- 
t  'ife:  It  will  make  each  postal  savings  depositor  an  indirect  partici- 
l«:ifit  in  the  public  debt,  in  that  his  deposits  will  be  used  for  invest- 
fji'fjt  in  United  States  bonds,  and  he  may  withdraw  his  deposits  or 
'.y  part  of  them  at  will,  with  a  just  interest,  an<l  avoid  any  possible 
-Mrinkage  in  value  that  might  come  alx)ut  if  he  bought  a  bond 
•  rif^elf. 

Tb<*  Chairman.  So  that  rather  than  buying  a  bond,  as  many  of  our 
;-«^ple  did  fn>m  their  savings  during  the  war,  and  expecting  to  be 
^  ie  t*>  <lispo^e  of  it  at  par  whenever  thev  wanted  to,  they  are  con- 
fr.mted  with  a  situation  where  they  would  lose  15  per  cent  if  they 
«h»fM)sed  of  it  to-day 
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Mr.  FuLLAWAY  (interposing).  Yes. 

The  Chairman  (continuing).  Whereas  under  this  system  their 
money  would  be  in  the  main  invested  in  Government  securities? 

Mr.  FuLLAWAY.  Yes. 

The  Chairman.  And  they  could  always  draw  it  out  and  get  what 
they  put  in? 

Mr.  FuLLAWAY.  Yes.  We  should  also  remember  that  three  issues 
of  war-savings  stamps  and  some  of  the  short-term  bonds  will  expire 
before  very  long,  and  it  would  be  a  very  good  thing  if  the  Postal 
Savings  System  were  so  reorganized  as  to  conduct  a  campaign  to 
induce  .owners  of  the  securities  to  convert  their  holdings  at  maturity 
into  postal  savings  deposits.  All  this  was,  of  course,  impossible  in 
the  early  days  of  the  system  on  account  of  our  having  practically  no 
public  debt.  The  present  moment  I  consider  a  very  opportune  one 
and  the  psychological  one  to  make  the  reorganization. 

Mr.  Meyer.  Mr.  Chairman,  almost  everybody  who  discusses  this 
question  asks  how  would  it  affect  the  savings  banks  situation,  and 
tnat  has  been  discussed  in  the  public  press  since  I  appeared  l>efore 
your  committee.  Would  Mr.  FuUaway  say  as  to  whether  or  not  the 
!Postal  Savings  System  so  far,  at  any  time,  in  his  judgment,  has  inter- 
fered with  the  savings  banks  of  the  country,  or  whether  it  has  tended 
to  help  them  ? 

Mr.  FuLLAWAY.  It  has  helped  them.  In  connectton  with  an  appli- 
cation to  Congress  for  an  increase  of  the  amount  that  might  be  de- 
posited by  any  one  individual  I  attempted  to  collate  the  savinss-bank 
•deposits  in  various  sections  of  the  country  and  to  obtain  the  per- 
centage of  increase  for  periods  before  the  Postal  Savings  System  was 
installed  and  afterwards.  I  found  that  the  increase  in  savings- 
bank  deposits  was  larger  after  the  system  was  installed,  which  bore 
out  the  claims  of  the  proponents  of  the  system  that  the  postal  savings 
banks  were  really  feeders  to  the  stock  and  mutual  organizations. 

Mr.  Meyer.  Do  you  think  that  the  payment  of  a  4  per  cent  rate  of 
interest  by  the  GoVernment  would  interfere  with  the  ordinary  sav- 
ings banks,  stock  or  mutual,  or  do  you  think  it  would  continue  to 
help  them  as  the  present  rate  has  ? 

Mr.  FuLLAWAY.  A  4  per  cent  rate  appeals  to  me  very  strongly, 
because  I  believe  the  people  are  entitled  to  it,  in  the  first  place,  and 
it  would  lend  itself  very  readily  to  the  present  accounting  system  of 
the  postal  savings  banks. 

Mr.  Meyer.  \  ou  mean  it  would  be  easier  from  a  mechanical  stand- 
point in  administering  the  system? 

Mr.  FuLLAWAY.  Yes.      For  example,  to  pay  1  per  cent  i>er  quarter. 

Mr.  Meyer.  Or  2  per  cent  semiannually? 

Mr.  FuLLAWAY.  Yes.  I  would  prefer  1  per  cent  per  quarter,  and 
then  make  the  requirement  that  the  money  should  remain  on  deposit 
for  three  months  in  order  to  bear  that  1  per  cent. 

Mr.  Meyer  But  you  do  not  think  that  a  4  per  cent  rate  wcniUl  in- 
terfere with  the  banks 

Mr.  FuLLAWAY.  Well,  on  that  point  I  am  not  entirely  clear 

Mr.  Meyer.  Well,  I  will  not  press  that  point,  if  you  have  not 
considered  it. 

Mr.  FuLLAWAY.  The  tendency  has  always  been  to  keep  the  postal- 
savings  interest  rate  about  one-half  of  1  per  cent  lower  than  the 
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Stock  and  mutual  organizations,  in  line  with  the  theory  thai  they 
should  be  feeders  to  the  private  institutions. 

Mr.  Meykr.  Many  savings  banks  pay  over  4  per  cent  now,  do  they 
not  ? 

Mr.  FrixAWAY.  I  think  they  do;  yes.  At  the  time  the  Postal 
Savings  System  was  organized  the  average  was,  I  think,  about  3.70 
or  3.80. 

The  Chairman.  I  asked  the  question  of  a  savings-bank  presi- 
dent in  Boston  recently,  and  my  recollection  is  that  lie  said  the  rate 
paid  in  Boston  now  is  4r^. 

Mr.  FuLLAWAY.  It  has  gone  up  with  the  rise  in  interest  rates  since 
the  war  financing  started. 

The  Chairman.  In  the  development  of  this  system,  and  increasing 
the  amount  that  one  miglit  deposit  and  the  rate  of  interest,  would 
you  also  provide  that  notice  should  be  given  before  the  total  deposit 
micrht  be  withdrawn? 

Mr.  Fltllaway.  Xo,  sir.  I  think  one  of  the  strongest  points  of  our 
sj'stem  has  been  the  ability  of  the  depositor  to  withdraw  his  money 
on  demand.  I  think  the  present  limit  of  deposit  of  $2,5(K)  is  ample. 
The  thought  that  I  had  in  mind  was  that  the  payment  of  1  percent  per 
quarter,  with  forfeiture  of  that  interest  if  the  money  was  withdrawn 
within  the  quarter 

Mr.  Meyer  (interposing).  Forfeiture  of  the  quarter's  interest 
only? 

Mr.  FuixAWAY.  Yes;  forfeiture  of  the  quarter's  interest  only — 
my  thought  was  that  it  would  tend  to  prevent  people  withdrawing 
their  deposits  to  satisfy  the  desires  of  tlie  moment.  It  would  be  an 
impetus  to  saving,  witnout  being  oppressive  in  any  way. 

Mr.  Meyer.  Mr.  Chairman,  I  understand  the  present  attitude  of 
the  savings  banks — meaning  by  that  some  of  the  presidents  of  the 
largest  savings  banks — is  not  of  the  same  character  of  complete 
opposition  to  the  development  of  the  Government  Postal  Savings 
System  that  was  formerly  the  case;  but  it  might  be  interesting  to 
ask  ilr.  Fullaway,  who  has  followed  the  matter  for  the  last  10  years 
so  closely,  as  to  whether  any  of  the  fears  entertained  by  the  stock 
and  mutual  savings  companies  have  come  to  pass  or  been  realized? 

Mr.  FrLLAWAY.  Xone  of  their  fears  have  materialized. 

Mr.  Meyer.-  They  have  all  been  proven  groundless  by  actual  ex- 
perience ? 

Mr.  Fi'Li.AWAY.  And  by  demonstration — by  using  the  statistics. 

Mr.  Meyer.  And  during  the  war  when  the  war  savings  stami)s 
flrive  was  on  neither  the  postal  savings  deposits  nor  the  private 
mutual  or  stock  companies'  deposits  suffered  materially  from  with- 
«lrawals,  so  far  as  you  know? 

Mr.  Fri.LAWAY.  The  postal  savings  bank  did  suffer  somewhat, 
lM»<'aiise  the  two  systems,  of  postal  savings  and  war  savings  stamps, 
were  nm  side  by  side  in  the  post  office,  with  all  the  pressure  back  of 
the  war  savings  stamps.  As  a  result,  many  postmasters  took  ad- 
vantage of  the  sale  of  war  savings  stamps  to  eliminate  a  few  remain- 
ing postal  savings  accounts  that  they  had,  thereby  securing  a  dis- 
cnntinuance  of  that  work  in  their  office. 

Mr.  Meyer.  Then  the  only  savings  accoimts  that  were  withdrawn 
in  the  Liberty  loan  drives  and  the  war  savings  drives  were  postal 
■avings  deposits  themselves? 
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Mr.  FuLLAWAY.  Yes,  sir ;  substantially  so.  That  is  to  say,  there  was 
an  increase  in  savin^rs  banks  deposits  after  the  drives  that  made  up 
for  withdrawals  during  the  drives. 

Mr.  Meyer.  But  postal  savings  deposits  were  not  very  extensively 
withdrawn  ? 

Mr.  FULLAWAY.#  No. 

Mr.  Meyer.  As  compared  to  the  whole? 

Mr.  FuLLAWAY.  No.  The  loan  drives  had  this  advantage:  It 
showed  what  can  be  done  at  the  post  office  in  the  way  of  encouraginjr 
economy  and  thrift. 

Mr.  Meyer.  As  a  matter  of  fact,  do  you  think  it  is  entirely  in  line 
with  public  interest  that  people  having  postal  savings  deposits  should, 
at  a  given  period,  withdraw  them  for  investment  in  the  more  per- 
manent obligations  of  the  Government? 

Mr.  FuLLAWAY.  I  do.  The  Postal  Savings  System  is  no  place  for 
hoarders. 

The  Chairman.  In  line  with  what  you  said  as  to  the  sale  of  war- 
savings  stamps,  I  recall  that  in  some  of  the  post  offices  of  the  country 
a  campaign  was  inaugurated  by  the  letter  carriers,  and  they  offered 
prizes,  and  they  went  around  from  door  to  door,  in  uniform,  and 
urged  the  people  to  buy  war-savings  stamps. 

Mr.  FiTLLAWAY.  Yes. 

The  Chairman.  I  do  not  remember  the  exact  sum,  but  I  know  that 
in  Brooklyn,  where  I  live,  a  vast  amount  of  war-savings  stamps  were 
sold — up  in  the  millions — by  the  letter  carriers. 

Mr.  Fullaway.  Yes.  That  being  so,  why  is  it  not  equally  feasible 
that  such  a  campaign  should  be  waged  in  behalf  of  postal  savings: 
certainly  it  is  equally  important  in  this  time  of  reconstruction  ? 

Mr.  Meyer.  Here  is  a  postal  savings  certificate  representing  a  de- 
posit of  $1  [handing  paper  to  Mr.  Fullaway "1.  Do  you  consider  that 
form,  so  far  as  the  mechanics  and  administration  are  concerned,  satis- 
factory and  desirable  in  all  respects? 

Mr.  Fullaway.  Yes,  sir.  It  lends  itself  very  readily  to  the  idea 
of  a  4  per  cent  rate,  payable  1  per  cent  quarterly. 

Mr.  Meyer.  Have  you  had  any  complaints  as  to  the  mechanical  a«l- 
ministration  under  this  arrangement  of  the  certificate  i 

Mr.  Ftij^vway.  Practically  none. 

Mr.  M?:yER.  Do  you  anticipate,  with  an  enlarjrecl  t^ostal  Saving? 
System,  that  there  would  be  any  mechanical  difficulties  that  would 
develop  which  do  not  now  exist? 

Mr.  FrLi^\WAY.  No,  sir;  not  if  the  4  per  cent  rate  were  applied: 
and  I  defer  to  your  knowledge  of  the  rates  now  paid  by  savings  banks 
generally  as  warranting  the  payment  of  4  per  cent  interest  to  postal 
savings  depositors. 

Mr.  Meyer.  I  merely  mentioned  to  the  committee  4  per  cent  as  the 
rate  that  seemed  to  me  to  be  right,  but  I  have  always  considered  it 
open  to  discussion. 

Mr.  FuLi^wAY.  If  the  average  rate  now  paid  by  savings  bank-? 
generally  is  44  per  cent,  it  would  be  quite  right  and  proper  to  pay 
4  per  cent  to  postal  savings  depositors.  The  certificate  system  is 
the  most  economical  system  that  could  possibly  be  devised  for  carry- 
ing out  the  purposes  of  the  Postal  Savings  System.  The  interest 
is  calculated  at  Washington  in  a  very  simple  way,  and  instead  of 
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having  4,000  clerks  at  the  central  office,  as  is  the  case  in  London,  the 
force  IS  less  than  100  in  Washington. 

Mr.  Meyicr.  Have  you  ever  had  any  difficulty  in  the  administra- 
tion of  the  Postal  Savings  System  in  connection  with  getting  suffi- 
cient funds  to  any  given  postal  savings  depository  in  connection  with 
withdrawals? 

Mr.  FrLi^\wAY.  Xever. 

Mr.  Meyer.  Do  you  anticipate  that  there  would  ever  In?  any  such 
difficultv,  with  an  enlarged  system,  as  is  contemplated  ? 

Mr.  I*'uLLAWAY.  Of  course,  if  you  extend  tlie  system  to  all  fourth- 
class  offices,  it  would  be  necessary'  at  times  to  remit  funds  to  points 
having  no  local  banking  facilities,  where  the  deposits  did  nt^t  exceed 
the  withdrawals.  In  such  case  the  law  gives  the  trustees  the  right 
to  require  sufficient  notice  to  obtain  those  funds. 

Mr.  Meyer.  You  would  anticipate,  therefore,  no  difficulty  in  the 
administration,  even  if  withdrawals  in  a  given  center  for  a  peculiar 
reason  happened  to  be  temporarily  lurtre^ 

Mr.  FuLLAWAY.  None  whatever.  If  necessary,  the  other  post- 
i>ffi<*e  funds  could  be  used  for  that  purpose. 

The  (^HAiRMAX.  Have  you  in  your  mind  the  total  amount  of  war 
s:n  ings  stamps  sold  during  the  war^ 

Mr.  FrLLAWAY.  If  mv  recollection  is  correct,  it  was  considerably 
in  excess  of  $2,(K)(MM)(),000. 

Mr.  Meyer.  It  was  not  that  much,  I  think. 

Note. — The  sales  amount  to  about  $1,250,000 ,000,  maturity  value. 

The  C'liAiRMAN.  Would  it  be  possible  to  obtain  information  as 
to  the  exact  extent  to  which  war  savings  stamps  were  sold  by  the 
j)ost  offices? 

Mr.  Meyer.  You  mean  the  war  savings  stamps? 

Tlie  Chairman.  Yes. 

Mr.  Fixi^vwAY.  I  think  the  Post  Office  Department  sold  between 
70  and  80  j)er  cent  of  them.  That  is  according  to  my  recollection, 
which  may  not  be  exactly  accurate;  but  it  is  in  the  annual  report  of 
the  Postmaster  (leneral  for  1919  and  may  l)e  readily  verified. 

Mr.  Meyer.  You  mean  throughout  the  entire  period  ? 

Mr.  Fi'UjvwAY.  Yes. 

The  Chair^ian.  They. are  not  selling  stamps  now,  are  they? 

Mr.  FrujiWAY.  I  am  not  sure. 

The  Chairman.  Will  you  as(»ertain  that  and  put  it  in  your  testi- 

monv  i 

Mr.  Fullaway.  Yes. 

Mr.  MsYEit  I  think  they  are  still  selling  them. 

Note. — War  savings  stamps  are  still  being  sold. 

Tlie  Chairman.  If  nearly  $2,000,0()0,0<K)  worth  were  sold,  and  the 
Po-t  Office  Department  was  able  to  sell  between  70  and  Hi)  per  cent 
iif  them«  it  is  very  interesting. 

Mr.  Meyer.  Yes,  Of  coui^se,  thev  had  an  organization  to  stinui- 
lat^  the  sale,  which  helped  materially. 

The  Chairman.  Yes.  I  think  it  might  l)e  well  to  have  the  post- 
mai^^r  here  at  Xew  York  and  in  Brooklyn  find  out  and  let  us  know 
just  what  part  of  the  work  of  the  sale  of  war-savings  stamps  they 
actually  performed,  l>ecause  I  know  in  Brooklyn  a  vast  amount  was 
aold  by  tne  Post  Office  Department  itself.  It  might  be  interesting 
to  know  just  how  that  worKed  out. 
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Mr.  FuLLAWAY.  Yes. 

Mr.  Meyer.  Admitting,  Mr.  FuUaway,  that  Government  stimu- 
lation of  thrift  and  saying  would  be  helpful,  admitting  that  the 
economic  situation  requires  an  increase  in  the  total  amount  of  sav- 
ings, do  you  agree  that  the  expansion  of  the  Postal  Savings  System 
would  furnish  the  best  known  agency  and  the  simplest  mechanical 
method  for  producing  the  result  desired  ? 

Mr.  FuLLAWAY.  I  have  no  doubt  on  that  point.  The  experiences 
encountered  during  the  war — ^rather,  I  should  say,  the  duties  de- 
volving upon  the  ?ost  Office  Department  during  tne  war — proved 
that  it  was  the  logical  and  the  only  agency  for  reaching  all  the  peo- 
pie  in  an  effective  way. 

Mr.  Meyer.  If  there  were  anv  other  way,  would  it  be  as  econom- 
ical? 

Mr.  FuLLAWAY.  No,  sir;  it  would  not.  The  new  business  can  be 
very  readily  added  to  the  work  of  the  already  existing  organization. 

Mr.  Meyer.  At  small  expense? 

Mr.  FuiXAWAY.  At  very  small  expense ;  yes.  As  you  know,  there 
is  always  considerable  slack  in  every  large  organization  which  can 
be  utilized. 

Mr.  Meyer.  Yes.  You  stated  that  the  postmasters  had  recom- 
mended a  raise  in  the  rate  of  interest.  Was  this  as  the  reult  of  a 
general  inquiry  sent  out  from  the  department  in  Washington? 

Mr.  FuLLAWAY.  It  was.  The  postmasters  did  not,  generally  speak- 
ing, recommend  an  increase  in  the  rate.  To  be  exact*  what  they  did 
do  was  to  point  out  the  difficulties  of  obtaining  postal  savings  de- 
posits. 

Mr.  Meyer.  At  such  a  low  rate  of  interest?. 

Mr.  FuLLAWAY.  Yes;  at  such  a  low  rate;  in  view  of  higher  rates 
paid  by  banks  which  were,  in  their  judgment,  perfectly  safe. 

Mr.  Meyer.  And  did  they  not  also  have  in  mind  tKat  2  per  cent 
was  no  inducement  to  other  people  than  those  who  were  deposit- 
ing in  savings  banks? 

Mr.  FuLLAWAY.  They  did ;  they  made  the  statement  as  an  excuse 
for  not  having  more  deposits,  rather  than  in  connection  with  a  de- 
sire to  obtain  more,  however. 

Mr.  Meyer.  And  you  think  the  lack  of  a  desire  to  obtain  more,  if 
I  understood  you,  was  largely  due  to  the  fact  that  they  got  no  recog- 
nition for  the  service,  and  it  only  involved  added  responsibility  and 
trouble,  without  compensation? 

Mr.  FuLLAWAY.  Exactly. 

Mr.  Meyer.  The  other  recommendation  which  the  postmasters 
made,  as  a  result  of  general  inquiry,  as  I  understood  you  to  say,  was 
that  the  regulations  governing  the  payment  of  interest  should  be 
changed? 

Mr.  FuLLAWAY.  They  considered  the  method  of  paying  interest 
militated  against  the  system. 

Mr.  Meyer.  Did  they  consider  it  unfair  ? 

Mr.  FuLLAWAY.  It  amounted  to  that. 

Mr.  Meyer.  Mr.  Chairman,  I  think  Mr.  FuUaway,  whom  your  com- 
mittee summoned  here,  in  the  absence  of  Mr.  Dockery,  Third  Assist- 
ant Postmaster,  has  expressed  most  reliable  opinions,  and  on  account 
of  his  seven  years'  experience  as  assistant  director  of  postal  sav- 
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iiitrs,  he  seems  to  me  to  be  thoroughly  qualified  to  testify.  I  believe 
that  he  has  substantiated  my  representations  before  the  committee 
when  I  appeared  originally.  I  had  not  the  pleasure  of  knowing 
Mr.  FuUaway  at  the  time,  but  it  seems  to  me  he  has  entirely  sub- 
stantiated my  contention,  first,  that  a  higher  rate  of  interest  than 
*l  per  cent  must  be  paid  as  a  matter  of  fairness  to  the  people  who 
deposit,  and  as  a  basis  for  expanding  the  system  in  the  interest  of 
I  lie  people  and  the  Government;  secondly,  he  has  substantiated 
my  recommendation  that  the  number  of  post  offices  receiving  de- 
posits should  be  increased;  third,  he  has  substantiated  my  recom- 
mendation tliat  the  regulations  which  permit  of  no  interest  being 
paid  on  deposits  of  less  than  one  year,  or  for  a  part  of  one  year, 
-liould  be  amended.  His  views  are  based  not  only  upon  his  own  ex- 
pt'fience  but  upon  the  recommendations  of  a  very  large  number  of 
postmasters  throughout  the  country.  Finally,  he  also  made  clear  that 
if  the  Postal  Savings  System  is  to  be  extended,  proper  recognition 
fnr  jjostal-savings  business  must  be  given  in  the  rating  of  the  post- 
masters. I  suggest,  Mr.  Chairman,  that  those  are  the  points  on  which 
Air.  FuUaway  is  especially  and  thoroughly  able  to  testify. 

As  to  the  results  of  an  expansion  of  the  system,  I  think  we  might 
'all  some  other  witnesses;  and,  with  your  permission,  I  have  invited 
Mr.  Ilywel  Davies,  who  is  to  be  in  New  York  on  Tuesday,  to  come 
lure.  *He  was  labor  mediator  in  Arizona  for  the  United  States  Gov- 
•Tiiment  Department  of  Labor  from  1917  throughout  the  entire 
|Hriod  of  the  war,  and  still  acts  in  that  capacity.  He  has  had  a 
I'^reat  deal  of  experience  with  labor  in  the  oil  industry,  in  which  he 
i>  also  acting  as  conciliator  for  the  Department  of  Labor  at  present; 
and  having  in  mind  the  verv  large  number  of  foreign  laborers  in 
lii*'  mining  districts  of  the  ^Vest,  and  on  account  of  his  happening 
ro  lie  here,  I  suggest  that  you  permit  me  to  set  a  hearing  on  Tuesday 
n.orning  at  10.30  for  him. 

The  CHAIR3IAX.  The  committee  will  be  very  glad  to  have  you  do  so. 

Mr.  Meyer.  Here  is  a  letter  which  I  received,  which  I  think  might 

nt»Test  you.     My  mail  is  full  of  communications  on  this  subject, 

-  rr**  mv  recommendations  were  made  to  the  committee,  and  this 

.♦fter  gives  the  experience  of  a  gentleman  in  a  small  town  up  in 

>f  line.     He  writes  me,  under  date  of  September  10,  as  follows: 

It  nil£ht  tnten»«t  you  to  know  that  In  a  Uttle  town  way  up  In  Maine  whore  I 

•  *\  r  tlio  suniUMT  thore  Is  no  bank  whatsoever;  and  I  understand  ixist  otlices 
'  t..%vux  of  that  8tze  do  not  aeoept  deposits.     One  day  I  ne(Hle<l  currency  and 

•  .♦^1  one  t»f  the  local  »torekeei)er8  where  I  could  get  a  check  cashed.     He  told 

•  fh»ii  Will  Walker,  "the  hip  man  of  the  town."  w^ho  own«Ki  the  drujf  st«»re 
■■•»  ititf*  little  hical  hotel.  besldcH  being  trea.surer  of  the  township,  would  be 

•  -'.  ;:l:id.  he  th<iught,  to  cash  my  che<*k.  My  Informant  went  on  to  say  that 
V  l  wax  alwayn  well  hei»le<l,  and  so  I  aske<l  him  where  he  kept  his  money. 
'  •••    reply,  cninfldentlally,  was  that  the  drug-store  money  was  k(M>t  in  a  se<-ret 

•  I.  the  hotel  money  In  an  old  bureau  drawer,  while  the  township  funds  were 
•rrl-*|  around  In  Will's  pocket.     I  asked   if  Will  had  ever  Im><mi   robbe*!,  and 

•  M   r»*ply  was  "No*,  not  yet."     I  vWiUnX  \\\hm\  Mr.  Wall<er  and  aske<l  him  If  he 
-i.l  riij«h  my  chii'k,  to  whhh  he  replied  that  he  would  be  more  than  <lellghted 

•  *1..  •<».     Tlioreupon   I  handtsl  him  a  check  ]myab]e  to  the  order  of  "  (^ir- 
\:'  and  he  Immwllately  pullerl  forth  from  his  pants  pocket  a  large  wad  of 

f  i  bills  extnicteil  n  few  from  the  roll  to  cash  my  cluH^k,  and  returne<I  the 

—    "ie  til  hi*  well- worn  jMicket. 

J  ..*♦  triiri«ifer  of  *•  hmirdiMl  "  ei«sh  to  thi*  channels  of  fliuince  via   the  Postal 

r.-*  S>«(t»^n  would  t»'nd  to  h!;i\  tlie  riirtniliitcnt  In  ;:encrMl  lni<inc*»s  activity 

.     hu  |>riM ■*-«!•.' due  hirji^ly  to  the  .sh(»rtnj;e  of  reatly  money.     Kallure  to  chink 


•  '» 
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this  trend  in  the  direction  of  business  depression,  with  its  inevitable  corollary  of 
factories  worlcing  on  part  time  or  not  at  all,  will  in  due  course  tend  to  roduce 
savings  bank  deposits.  And  so  I  am  persuaded  to  believe  that  your  suRjrestion 
will  make  for  their  protection  and  security  to  the  sjlme  dejjree  that  it  will  tend 
to  preserve  the  broad-spread  prosperity  of  the  business  community  and  thosi* 
dependent  thereupon — meaninj?  practically  everybody — which  prosperity  is 
already  in  the  initial  stages  of  decay,  due  primarily  to  the  lack  of  sufficient  bank 
resoui-ces  to  pernnt  legitimate  business  enterprises  to  obtain  the  needlul  tTedii 
at  reasonable  interest  rates  for  continuing  normal  operations  on  a  conservative 
basis. 

Mr.  Meyer.  That,  Mr.  Chairman,  is  from  an  officer  of  one  of  our 
prominent  industrial  corporations. 

The  Chairman.  We  would  be  very  glad  to  have  you  write  the 
committee,  Mr.  FuUaway,  making  any  suggestions  that  you  care  to 
offer,  or  submitting  anj^  further  dfta  that  you  think  would  be  helpful. 

Mr.  FuLLAWAY.  I  think,  perhaps,  Senator,  there  is  one  thing  that 
I  might  add,  in  fairness  to  the  postmasters,  and  that  is  that  there 
are  quite  a  number  of  postmasters  who  did  all  that  they  could  for 
the  Fostal  Savings  System;  but,  as  a  general  proposition,  no  one 
cares  to  go  to  a  lot  of  trouble  unless  it  is  in  the  line  of  his  regular 
employment  and  he  is  in  some  way  compensated  for  it. 

Mr.  Meyer.  I  think  that  is  very  true ;  do  you  not,  Mr.  Chairman  ? 

The  Chairman.  Oh,  yes.  And,  in  the  main,  the  rest  of  them  dis- 
couraged it  because  there  was  nothing  in  it  tor  them  except  addi- 
tional trouble  and  responsibility? 

Mr.  FuLLAWAY.  Yes;  especially  during  the  war,  with  the  pressure 
back  of  them  to  float  war-savings  stamps.  It  resulted  in  showing 
what  could  be  done,  however. 

The  Chairman.  What  was  the  interest  on  the  war-savings  stamps? 

Mr.  FuLLAWAY.  It  was  graduated  according  to  the  time  of  redemp- 
tion. 

Mr.  Meyer.  I  was  on  the  national  committee.  It  was  equal  to  4 
per  cent  compounded,  if  held  until  maturity. 

Mr.  FuLLAWAY.  I  think  if  the  stamp  was  held  for  a  year  it  paid 
about  2  per  cent. 

Mr.  AlEYER.  That  was  simply  a  penalty  on  cashing  it  in? 

Mr.  FuLLAWAY.  ^  es. 

(Whereupon,  at  12.15  o'clock  p.  m.,  the  committee  adjourned  until 
Tuesday,  September  21,  1920,  to  meet  in  the  same  place  at  10.30 
o'clock  a.  m.) 
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TXTESDAY,  SEPTEMBEB  21,   1920. 

United  Stater  Senate, 
Special  Committee  on  Keconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  ex-presidents' 
room,  sixteenth  floor,  Engineering  Societies'  Building,  29  West 
Thirty-ninth  Street,  at  10.30  o'clock  a.  m. 

Present:  Senator  Calder  (chairman);  also  Messrs.  Franklin  T. 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

Mr.  Meyer.  Senator  Calder,  this  is  Mr.  Hywel  Davies,  who  is  the 
commissioner  of  conciliation  of  the  United  States  Department  of 
Labor.  Mr.  Davies  has  acted  in  the  capacity  of  mediator  between 
capital  and  labor  in  one  of  the  most  difficult  situations  in  the  country, 
in  a  section  where  there  is  a  very  large  proportion  of  foreign  labor, 
a  great  many  of  them  not  speaking  the  English  language,  and  a  great 
many  unnaturalized.  He  has  acquitted  himself,  I  think  I  may  say, 
Mr.  Chairman,  to  the  great  satisfaction  of  both  labor  and  the  em- 
ployers in  the  districts  where  he  has  acted. 

Tn  any  event,  from  about  November,  1917,  until  the  present  date 
he  has  maintained  very  harmonious  relations  in  a  most  difficult  situa- 
tion amongst  the  mining  labor  of  the  Rocky  Mountains,  and  for  the 
lai^t  six  months  in  connection  with  the  oil  industry  in  California. 
The  capacity  with  which  he  has  handled  those  problems  in  difficult 
ilistricts  led  me  to  invite  him,  on  yoiir  liehalf ,  to  offer  evidence  on  the 
subject  of  the  postal-savings  extension  proposals  which  I  submitted 
to  you  some  days  ago,  and  Mr.  Davies  is  prepared  to  make  a  short 
statement  of  his  views  on  the  question. 

The  Chairman.  The  committee,  I  am  sure,  will  be  very  much 
pleased  to  hear  Mr.  Davies. 

STATEMENT  OF  MB.  HTWEL  DAVIES,  COMMISSIONER  OF  CON- 
CILIATION, TTNTTED  STATES  DEFAETMENT  OF  LABOE,  HOLLY- 
WOOD, CAUF. 

Tlie  Chairman.  Mr.  Davies,  you  are  still  engaged  as  a  commis- 
sioner of  conciliation? 

Mr.  Davies.  Yes.  sir. 

The  Chairman.  In  the  Department  of  Lalwr? 

Mr.  Daviks.  Yes.  sir. 

The  Chairman.  And,  as  Mr.  Meyer  has  stated,  you  have  been  so 
enjrage<l  for  several  years? 

Mr.  Davieh.  I  have  l>een  with  the  department  about  six  years — ever 
since  the  Coiora<lo  .strike  in  1014.     That  was  my  first  commission. 
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The  Chairman.  And  in  that  capacity  you  have  been  largely  en- 
gaged in  the  mining  sections  of  the  country  ? 

Mr.  Da  VIES.  Entirely,  you  might  say,  Senator.  Ninety  per  cent  of 
my  time  has  been  devoted  to  mining  problems — ^the  adjustment  of 
mining  disputes. 

The  Chairman.  And,  as  Mr.  Meyer  indicated,  you  have  traveled 
over  the  West  a  great  deal  ? 

Mr.  Da  VIES.  Yes ;  and  over  the  Central  States,  in  addition,  embrac- 
ing coal  mining  and  copper  mining,  iron  mining,  and  all  of  it. 

The  Chairman.  You  have  had  an  opportunity  of  observing  these 
men  at  work  and  in  their  various  problems? 

Mr.  Davies.  Yes. 

The  Chairman.  And  also  of  observing  the  condition  with  respect 
to  savings  banks  and  their  operation  in  the  western  country  ? 

Mr.  Da\tes.  Only  in  a  general  way.  Senator,  so  far  as  the  savings 
banks  are  concerned.  I  might  say  that  in  my  dealings  with  the  west- 
ern people  throughout  the  Rocky  Mountain  country  my  principal 
duties  are  largely  to  adjust  labor  disputes  and  incidentally  to  study 
the  social  conditions  amongst  that  class  of  labor  and  their  general 
welfare — how  they  lived,  and  what  caused  the  migratory  character 
of  the  people  and  the  tendency  to  move  from  place  to  place,  and  what 
were  the  conditions  generally,  and  what  should  be  done  to  stabilize 
or  to  better  their  conditions.  Naturally  anything  that  looks  like  an 
aid  to  the  betterment  of  the  welfare  oi  the  men  contributes  to  their 
greater  efficiency  and  makes  it  easier  to  adjust  labor  disputes.  It  not 
only  helps  to  adjust  them,  but  in  a  very  large  measure  it  removes 
them,  because  you  have  to  deal  w4th-  a  very  different  kind  of  man  in 
one  who  is  stabilized  than  the  man  who  is  continually  migrating  from 
place  to  place.  That  has  been  one  of  the  problems  of  the  West — to 
handle  that  migratory  mining  element,  which  is  here  to-day  and  there 
to-morrow. 

The  Chairman.  You  have  a  statement  prepared,  I  believe,  on  the 
subject? 

Mr.  Davies.  Just  a  brief  one,  Senator,  in  which  I  have  attempted 
to  summarize  my  observations. 

The  Chairman.  The  committee  will  be  pleased  to  have  you  present 
it,  and  then  we  may  wish  to  ask  you  some  questions  afterwards. 

Mr.  Davies.  Yes,  Senator.  In  preparins:  this  statement  I  have 
taken  some  pains  to  give  you  an  idea  in  outline  of  my  previous  con- 
nections, so  as  to  indicate  just  what  relation  I  bear  to  the  mining 
industries  of  the  West;  so  I  hope  you  will  pardon  just  a  bit  of  seem- 
ing egotism. 

The  Chairman.  Oh,  yes.    Go  ahead. 

Mr.  Davies.  I  have  had  many  opportunities  during  the  last  35 
years  of  close  relationship  with  the  industrial  workers  to  observe,  not 
only  their  struggle  for  existence  but  the  ever-present  ela.sticity  of 
individual  adjustment  of  available  means  to  their  living  wants. 

I  refer  especially  to  the  mining  communities  in  Kentucky  and 
Tennessee  where  I  superintended  and  managed  mines  for  over  25 
years  and  during  all  that  period  represented  the  coal  operators  in 
scores  of  wage  settlements  and  adjustments  of  wage  disputes. 

During  the  last  six  years  I  have  served  as  commissioner  of  concilia- 
tion for  the  Federal  Department  of  Labor.    Associated  with  other 
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commissioners  I  had  much  to  do  with  the  adjustment  of  the  follow- 
ing well-known  strikes : 

Men. 

Colorado  strike.  1914 12,500 

Arlxona  copper  strike.  1915 5,000 

Alaskan  Oovemment  Railroad  strike,  In  191C 5,000 

Knstem  Ohio  coal  strike,  1916 15,000 

Mesjiba  Ran^e  Iron  mine  strike.  1916 10,000 

Kentucky-Tennessee  t*oal  miners'   strike,  1917 25,000 

F^nierai  administrator,  Arizona  copi>er  mines,  1917-1919 40,000 

FMleral  adjuster  of  all  labor  di&putcs  in  Califouda  oil  iields,  1919-1921.  15,000 
Fwleral    commissioner    for    all    western    metalliferous    mining    States, 

1917-1920 , 60,000 

I  merely  mention  these  major  cases  in  each  year  to  show  the  scope 
of  personal  contact  in  different  parts  of  the  country,  where  thousands 
of  men  were  employed. 

Any  intelligent  handling  of  these  industries,  especially  during  the 
war,  in  order  to  insure  continued  production,  required  personal 
touch  in  order  to  secure  that  personal  confidence  m  the  commis- 
sioner's ability  to  insure  a  squitre  deal.  That  this  has  been  the  case 
i>  evidenced  by  the  fact  that  there  has  been  no  strike  in  the  copper 
and  oil  fields  of  the  We.st  since  October,  1917,  that  seriously  interfered 
with  production,  not  only  during  the  war  but  since  the  armistice  was 
si^ied. 

Having  had  those  opportunities  for  a  close  study  of  industrial  life 
nn<l  welfare,  I  am  glad  to  state  a  few  thoughts  on  the  desirability 
«»f  the  expansion  of  the  Post  Office  savings  bank  facilities,  as  a  step 
in  the  solution  of  the  great  industrial  and  soc*ial  problems  of  the 
f  nun  try. 

Isloated  mining  camps  lack  convenient  banking  facilities  of  such 
a  ♦•haracter  as  to  command  unquestioned  confidence,  and  the  men 
object  to  large  employers  controlling  the  banks,  thus  making  more 
f  »nifit  out  of  their  savings  than  they  pa)'  in  interest.  When  times  are 
t.'«H>d  and  wages  i)aid  that  pennit  a  surplus,  the  great  nuijority  spend 
It  in  visiting  and  roaming  around  from  camp  to  camp,  or  camp  to 
r#»ast  and  coast  to  camp,  and  but  a  small  per  cent  deposit  on  anything 
}i!:»*  a  sjivings  ba^is.  The  2  or  3  per  cent  interest  is  no  inchicemeiit 
tM  -ave. 

The  mine  or  oil  worker  '*  lives  good''  when  he  can  afford  it,  as 
!j?^  working  environment  means  the  foregoing  of  many  of  the  pleas- 
iiP-'i  and  luxuries  of  the  city  worker  for  the  time  being.  If  tlie  mine 
^ri.|  oil  worker  couKl  l>e  induced  to  save  one-half  of  his  monthly 
-ijrr>lus  alnive  ne<'es>ary  ccmifortable  living  expenses  he  would,  in 
1  f»-w  years,  have  a  reas(ma])le  nest  e^or  of  savings.  What  a  stabiliz- 
.f.tr  fa«'tor  that  would  be! 

N**w,  that  a  surplus  exists  to  a  larger  extent  than  ever  before, 
V  \i.it  will  they  do  with  it  f  It  is  srmiething  new  in  most  ca^es,  and 
(r  •*  t^'Diptation  to  spend  it  on  what  they  had  dreanuMl  of  in  the  past 
••  t«»«»  often  a  ccmtroUing  factor.  Is  it  any  wonder  that  they  become 
♦  .i-y  prey  to  all  sorts  of  get-rich-quick  and  gambling  schemes,  also 
:iiik<5  us4d€»ss  ami  illusive  purchases  which  leave  them  too  often 
T-K»rer  than  they  were  before  the  era  of  high  cost  of  living.  Few 
t\e  for  a  rainy  day. 
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Is  there  not  room  for  a  public  service  in  the  way  of  educating  these 
people  in  the  habit  of  saving  by  showing  how  they  can  save  easily 
and  get  reasonable  returns  on  their  savings?  The  alien  is  more 
saving  than  the  native  American,  but  the  alien  has  little  faith  in 
banks,  and  wonders  why  he  can't  lend  his  money  or  deposit  it  with 
the  Government,  as  he  did  in  his  home  country.  Tlie  American,  oa 
the  other  hand,  chafes  at  the  discrimination  in  interest  on  the  in- 
vestments of  the  poor  as  compared  with  the  rich ;  he  does  not  diff<»r- 
entiate  between  stocks,  bonds,  and  savings.  He  can't  understand 
why  $100  in  post-office  savings  funds  should  not  earn  about  as  mnrh 
as  a  $100  Liberty  bond.  Then,  again,  he  can't  understand  why  the 
$100  which  he  paid  for  his  bond  is  not  always  worth  $1(X)  at  any 
time  he  wants  to  cash  it  in.  These  variations  in  bond  vahies  bein^j 
beyond  his  economic  grasp  and  a  feeling  that  the  2  per  cent  on 
postal  savings  is  not  worth  bothering  about,  he  either  hoards  (ir 
spends  it. 

The  adoption  of  a  simple,  convenient  banking  arrangement  for 
deposit  and  withdrawal,  with  enough  interest  to  make  the  worker 
feel  that  he  is  getting  a  square  deal,  will  quickly  restore  confidence. 
The  evidence  will  be  that  a  savings  fund  with  the  Government  will 
do  more  to  stabilize  labor  and  reduce  the  expensive  turnover  at 
plants  working  even  three  hundred  or  more  days  per  annum  than  any 
other  one  thing.  The  Post  Office  could  even  establish  near  lar^ 
plants  branch  savings  banks,  open  on  pay  days  and  one  or  two  days 
thereafter,  in  addition  to  the  regular  post  offices.  The  solicitation 
of  such  savings  could  be  conducted  by  similar  poster  propaganda  as 
during  the  war,  and  investment  in  Government  funds — as  such  de- 
posits would  really  be,  even  though  represented  by  a  deposit  book— 
would  do  more  toward  real  Americanization  than  all  the  academic' 
lectures  or  talks  that  could  be  indulged  in.  Labor  has  some  surplus 
money.  Why  not  show  the  advantages  of  saving  it  by  keeping  it  in 
circulation  and  the  disadvantages  of  the  multiplying  losses  as  tJje 
result  of  hoarding? 

To  me,  while  the  financial  advantages  as  outlined  by  Mr.  Eugene 
Meyer,  jr.,  are  apparent,  my  special  interest  lies  in  the  economi«' 
benefits  to  the  industrial  welfare  of  the  country  as  a  whole  and  they 
are: 

First,  contribution  to  greater  stability  of  labor.  The  man  with 
a  savings  fund  will  not  impair  it  by  striking  without  a  goo<i  an«i 
sufficient  cause. 

Second.  Redurtion  of  labor  turnover.  The  man  with  a  savini' 
fund  will  not  be  so  ready  to  roam  or  move  except  when  he  feels  that 
the  move  is  for  the  better. 

Third.  The  owner  of  a  savings-fund  account  will  have  a  greater 
tendency  to  find  an  anchorage  and  a  home,  which  in  turn  will  increa^v 
his  interest  in  his  neighborhood  and  neighbors;  also  in  the  general 
welfare  of  county,  State,  and  Nation. 

'  That  such  saving  is  possible  was  shown  in  the  Liberty  bond  saU> 
and  Red  Cross  contributions. 

The  60,000  mine  and  metal  workers  of  the  West,  and  the  15,0()0  dI' 
workers  of  California  and  those  that  the  undersigned  dealt  with  n. 
the  production  of  copper  and  oil  during  the  war,  and  still  dealing' 
with  them,  were  100  per  cent  buyers  and  contributors  durin^*  th»' 
war. 
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Why  not  do  sompthing  to  keep  up  the  incentive  to  do  for  them- 
solves  what  they  did  for  their  country?  It  can  be  done,  but  it  will 
take  a  campaign  of  education  through  posters,  moving  pictures,  and 
nuhlicity  njen,  and  a  guaranty  of  the  same  interest  rates  as  that  of 
Lil)erty  bonds,  but  with  100  cents  on  the  dollar  refund  assured, 
roiiplecl  in  addition  to  such  short  talks  on  Americanization  that 
f><)ints  the  way  to  a  real  partnership  in  this  great  Republic  of  ours. 

It  is  my  duty  as  the  representative  of  the  Department  of  Labor  to 
Ih^  on  the  alert  to  note  and  disseminate  any  idea  or  plan  that  has  the 
I'Mrmarks  of  an  aid  to  the  solution  of  the  industrial  problem  of  the 
West,  on  the  theory  that  prevention  is  better  than  cure,  and  I  could  tell 
you  an  interesting  story  of  how  the  Department  of  Labor  has  main- 
tained real  industrial  peace  for  the  last  three  years  in  the  misnamed 
wild  and  woollv  West. 

But  that  is  not  germane  to  the  present  hearing  except  to  say 
ihat  the  present  peace  or.  truce  can  be  clinched  only  by  showing  the 
workers  that  the  employers  and  the  Government  have  their  general 
w»»lfare  in  mind  other  than  merely  paying  wages,  collecting  taxes, 
and  registering  votes. 

I  know  of  no  better  method  that  will  appeal  to  the  workers 
to  renew  their  interest  in  Government  financial  affairs  than  to 
a«l»)|)t  some  plan  similar  to  the  one  recommended  by  Mr.  Meyer, 
iMM-atise,  first,  it  will  not  only  relieve  Government  wants  and  remove 
f>ressure  from  the  banks  by  putting  millions  in  circulation,  but, 
>«»^'onil,  it  will  make  more  interested  citizens  of  the  depositors,  and, 
ihird,  go  a  long  way  toward  the  solution  of  industrial  unrest. 
If  we  can  kill  three  birds  with  one  stone,  is  it  not  worth  trying? 
>aving  is  a  habit  too  little  cultivated  in  this  good  land  of  oure, 
:iimI  we  may  have  to  supplement  industrial  savings  by  encouraging 
^'  hool  savings  in  order  to  develop  the  habit  of  saving  pennies  so  that 
uht'n  we  prow  up  the  habit  of  saving  dollars  will  naturally  follow. 
Tlu*  i)ennies  or  their  equivalent  in  Europe  go  for  stamps  which  are 
«:imMle«l  and  converted  into  a  deposit  when  the  stamp  card  amounts 
to  ft  shilling,  a  franc,  a  mark.  etc.  The  postal  savings  law  as  it  i\ow 
Mands  prevents  children  under  10  years  of  age  becoming  de])ositors. 
1  lie  demonstration  of  some  such  evidence  of  thrift  should  be  a 
I'.jrt  of  the  curriculum  of  every  public  school. 

riu*  <levelopment  of  the  thrift  habit  would  then  grow  to  be  a 
■  itiorial  characteristic.  A  habit  of  extravairance  is  easy  to  form  and 
I,  inl  to  break — .so  is  a  habit  of  saving:  something  should  be  dcme  at 
•  •rj.p  to  make  saving  easier  and  more  attractive. 

Ill**  C'haiu.max.  Let  me  ask  you,  in  this  western  country  are  there 
T.v  niutiial  savings  banks,  as  we  understand  that  term  here  in  the 

.Mr.  Daviks.  Xot  in  anything  like  the  snme  dejrree.  Senator,  that 
•.i»v  exist  in  the  larger  industrial  comnumities.  Of  course,  we  have 
.  J  *'fu  in  towns  like  San  Francisco,  I^)s  Angeles,  and  Fresno,  and 
'  '.i^i'H  like  that:  but  not  in  the  mining  camps  proper:  the  savings 

ink  has  not  been  developed  to  anything  like  the  degree  you  have 
f   If.  the  East  here. 

The  Chairman.  IIjis  the  Government  e^tablisluMl  postal  .s-ivings 
.  r.k.-*  in  that  territory? 

Mr.  Daviks,  Only  in  the  larger  towns. 
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The  Chairman.  But  not  in  the  small  towns ;  and  camps  ? 

Mr.  Davies.  No;  not  in  the.  mining  camps  that  are  scattered  all 
over  that  western  field.    There  are  a  few  here  and  there,  but  not  many. 

The  Chairman.  And  the  post-office  facilities  are  usually  in  what 
is  called  the  fouilh  class? 

Mr.  Davies,  Yes;  generally. 

The  Chairman.  And  in  those,  of  course,  they  have  no  postal  sav- 
ings facilities? 

Mr.  Davies.  No. 

The  Chairman.  The  men  could  put  their  money  in  the  national 
bank,  if  there  happened  to  be  one  in  the  locality,  of  course? 

Mr.  Davies.  Well,  they  utilize  the  national  banks  to  a  certain  ex- 
tent, but  here  is  the  objection  to  that :  A  man  with  $100  or  $2(K)  or 
$500  knows  that  the  men  who  are  on  the  board  of  directore  of  that 
national  bank  are  his  own  superintendent  or  his  manager.  The 
community  is  purely  a  mining  community,  you  might  say,  and  natu- 
rally the  officials  of  the  companies  almost  invariably  control  those 
banks.  Now,  a  workman  says:  ''Does  he  not  get  enough  out  of 
me  by  my  daily  toil,  in  which  I  turn  over  to  him  2  or  3  tons  of  ore, 
out  of  which  he  makes  so  much  money?  Is  it  not  enough  for  him, 
instead  of  taking  my  money  and  handing  me  back  2  or  8  per  cent, 
and  making  6  or  7  or  more  per  cent  himself  ?  ^' 

Mr.  Meyer.  In  other  words,  they  have  a  prejudice  against  banks 
which  are  owned  and  operated 

Mr.  Davies  (interposing).  By  the  companies. 

Mr.  Meter.  Jiy  the  companies'  officials  ? 

Mr.  Davies.  Yes. 

Mr.  Meyer.  And  there  w6uld  not  be  any  bank  there  at  all,  on  the 
other  hand,  if  those  people  did  not  establish  them? 

Mr.  Davies.  No. 

The  Chairman.  And  perhaps  for  the  additional  reason  that  the 
miner  is  fearful  that  the  directors  of  the  bank,  who  are  his  em- 
ployers, may  know  the  amount  of  his  accumulation  of  savings! 

Mr.  Davies.  Certainly. 

The  Chairman.  Because  a  man  sometimes  feels  that  such  informa- 
tion should  be  kept  confidential. 

Mr.  Meyer.  Is  it  your  opinion,  Mr.  Davies,  that  with  the  increased 
facilities  for  postal  savings,  at  a  proper  rate  of  interest,  and  with 
amended  regulations,  so  that  they  would  not  be  deprived  of  their 
interest  if  it  were  in  for  less  than  a  year,  it  would  largely  increase 
deposits  that  are  now  obtained  from  those  laborers  ? 

Mr.  Davies.  I  will  be  frank  with  you  and  say  not  so  much  perhaps 
the  rate  of  interest  as  the  increased  opportunity  and  facility  for 
banking  and  the  simplicity  of  depositing  the  money  and  withdraw- 
ing it,  with  interest  at  least  for  three  months  on  any  deposit. 

Mr.  Meyer.  You  think  they  would  regard  it  as  unfair  if  they  did 
not  get  interest  for  part  of  a  year? 

Mr,  Davies.  Certainly. 

Mr.  Meyer.  And  you  also  said  before  that  you  thought  that  a  rate 
of  2  per  cent  was  inadequate  ? 

Mr.  Davies.  Yes. 

Mr.  MjenrJSB.  And  was  so  regarded  by  them  ? 
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Mr.  Da  VIES.  Yes;  they  will  not  pay  any  attention  to  it.  They 
would  have  to  get  at  least  4  per  cent,  I  should  say,  as  a  general 
proposition. 

Mr.  Meyer.  About  4  per  cent  ? 

Mr.  Davies.  Yes;  about  that.  But,  after  all,  while  the  interest 
would  be  quite  a  factor,  please  do  not  forget  that  the  opportunity  to 
deposit  and  to  open  such  an  account,  conveniently  for  them,  at  a'  time 
when  they  have  the  money,  and  without  having  to  travel  many  miles 
to  make  the  deposit — that  those  are  the  things  that  will  attract  mil- 
lions of  dollars  that  have  not  been  deposited  heretofore — and  as 
evidence  of  that,  just  take  the  records  of  emigration  in  the  earlier 
3'ears  of  the  war  and  see  how  many  millions  of  dollars  were  taken 
out  of  this  country,  particularly  bv  the  Italians  and  Greeks.;  and 
they  were  lield  up  in  Xew  York  and  forced  to  pay  an  income  tax  on 
their  belongings,  which  wer^  shown  to  run  anywhere  from  $1,500 
to  $2,5(K)  on  an  average.  That  showed  that  that  money  had  been 
saved ;  that  it  was  not  taken  out  of  savings  banks  or  otlier  institutions, 
but  was  very  largely  money  that  had  been  hidden  away. 

The  Chairman.  Is  it  your  opinion  that  these  people  in  the  mining 
camps  of  the  country  have  hidden  away  in  their  homes  or  shacks 
quite  a  good  deal  of  money? 

Mr.  Davies.  I  would  say  so;  yes.  That  is,  more  particularly  the 
illiterate.    The  American  is  more  of  a  free  lance. 

The  Chairman.  Are  there  many  aliens  amongst  the  miners? 

Mr.  Davies.  About  60  per  cent. 

The  Chairman.  Sixty  per  cent  of  the  men  who  work  in  the  mining 
industries  in  this  country? 

Mr.  Davies.  Xo  ;  that  is  true  of  the  Western  States  only — Montana, 
X^tah,  Nevada,  Arizona — not  the  coal  mining  sections. 

Mr.  Meter.  Colorado? 

Mr.  Davies.  I  am  not  so  familiar  with  Colorado. 

Mr.  Meter.  New  Mexico? 

Mr.  Davies.  Yes.  You  take  those  five  States,  and  they  are  aliens — 
the  majority  of  them.  That  is  not  true  of  the  oil  industry  of  Cal- 
ifornia, however,  nor  is  it  true  of  the  coal  fields  in  this  country  in  the 
Kast.  Out  of  the  15,000  men  that  I  deal  with  in  the  oil  industry, 
there  are  not  1(K)  aliens  among  them.  Ninety-nine  per  cent  of  them 
•re  American,  and  they  have  never  had  a  strike — I  want  to  say,  that, 
Mr.  Chairman. 

Mr.  Meter.  They  get  very  high  pay,  do  they  not  ? 

Mr.  Davies.  Yes,  sir;  they  are  very  well  paid. 

The  Chairman.  What  is  their  nationality,  generallj^? 

Mr.  Davies.  Purely  American — American  spoken,  with  no  foreign 
language. 

The  Chairman,  What  is  the  nationality  in  these  other  States  that 
you  mentioned? 

Mr,  Davi£8.  There  are  about  18  or  20  different  nationalities — Slav 
mnd  Finnish.  On  the  Mesaba  Ranee,  out  of  10/)00  men  on  strike, 
9^00  were  Finns  and  Slavs,  and  500  Americans.  Those  500  men  were 
not  on  strike,  however.  They  were  the  skilled  men  and  the  crafts- 
men. The  others  wei^e  the  ones  who  struck ;  they  were  all  I.  W.  W.'s 
theiu 
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Mr.  Meyer.  And  those  are  the  men  who,  when  they  are  at  home,  are 
accustomed  to  using  the  postal  savings  banks? 

Mr.  Da  VIES.  Yes. 

Mr.  Meyer.  But  here  they  hoard  it? 

Mr.  Da  VIES.  Yes.  In  1916,  the  trains  on  a  Saturday  night  to  Du- 
hith  were  simply  crowded,  and  in  the  days  of  booze  it  was  a  very  un- 
pleasant ride  from  the  Mesaba  to  Duluth  and  back — particularly 
back. 

Mr.  Meyer.  Mr,  Davies,  do  you  think  that  once  these  people  start 
to  save  and  deposit  in  a  bank,  it  is  a  fair  assumption  that  they  will 
become  interested  in  increasing  their  bank  accounts,  so  that  they  will 
really  work  harder  and  more  steadily  ? 

Mr.  Davies.  UndouBtedly. 

Mr.  Meyer.  They  are  subject  to  the  same  human  interest,  in  an 
increasing  bank  account,  according  to  your  observations,  that  you  and 
the  Senator  and  I  would  be  ? 

Mr.  Davies.  A  dollar  begets  a  dollar,  sentimentally  as  well  as  ma- 
terially. 

Mr.  Meyer.  You  are  familiar  with  the  situation  in  the  coal  in- 
dustry, and  have  been  engaged  in  it  in  bygone  years,  and  I  have  liearU 
it  said — and  you  have,  too.  Senator — that  in  the  last  few  yeai*s  when 
their  wages  were  advanced,  having  the  habit  of  merely  working  for  ^ 
enough  to  live  on,  they  discontinued  work  after  they  had  worked 
enough  days  to  pay  for  their  living.  Is  that  right,  in  some  districts 
at  least  ? 

Mr.  Davies.  That  is  a  wholesale  charge  that  has  a  shadow  of  truth 
in  it. 

Mr.  Meyer.  Do  you  think  that  has  happened  in  some  districts? 

Mr.  Davies.  Perhaps. 

Mr.  Meyer.  Do  you  think  the  postal  savings  development  and  the 
establishment  of  savings  accounts  by  such  people  would  stimulate 
them  to  work  beyond  the  purpose  of  merely  obtaining  a  living  wage  ? 

Mr.  Davies.  It  would  undoubtedly  be  an  incentive.  I  will  say  this  : 
You  advance  wages  in  any  industry  where  the  production  depends 
upon  the  initiative  of  the  workers — I  mean  by  that  a  coal  miner  for 
instance,  whose  regular  turn  a  day  is  five  cars,  and  you  give  him  an 
increase  of  20  per  cent  and  he  will  only  load  four  cars.  He  will 
reduce  his  output  from  five  to  four  cars.  His  earninjr  capacity  is  the 
same,  because  four  cars  will  bring  him  as  much  as  hve  cars  brought 
him  before.  But  please  understand  that  is  not  true  of  the  whole  by 
any  means;  but  I  think  it  would  be  safe  to  say  that  any  coal  opera- 
tion in  this  country  will  show  that  immediately  after  an  advance  has 
been  paid  there  is  a  loss  of  one-third  of  the  advance.  In  other  words, 
if  you  pay  20  per  cent  advance  the  actual  production  will  be  reduced 
about  6J  per  cent.  It  will  not  be  reduced  20  per  cent  of  the  amount  of 
the  advance.  Some  people  work  on  that  basis,  but  they  represent 
only  about  one-third  of  the  whole.  Two-thirds  would  work  and 
take  the  full  advantage  of  the  advance. 

Mr.  Meyer.  Then,  high  wages  in  such  cases,  unless  accompanied 
by  opportunity  for  saving  and  facilities  for  saving  and  incentives 
for  saving,  are  actually  hampering  production  ? 

Mr.  Davies.  They  are. 
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Mr.  Meyer.  In  that  way  it  is  directly  related  to  your  housing 
>ituation,  Senator,  and  the  whole  production  of  wealth  in  the  country. 

Mr.  Da  VIES. .  Yes. 

Mr.  Meyer.  And  if  they  had  the  habit  and  the  incentive  and  the 
facilities  to  save,  conversely  you  feel  that  it  would  result  in  in- 
creased production,  do  you  not? 

Mr.  Da  VIES.  Undoubtedly.  Without  any  incentive  at  all,  out 
West — I  am  sorry  to  saj  this — advances  were  made  on  a  sliding 
S4/aIe,  based  upon  the  selling  price  of  copper,  and  the  men  would  get 
."id  cents,  75  cents,  or  $1  a  day  advance.  With  each  advance  there 
was  a  slight  reduction  in  the  actual  per  capita  production  of  ore. 
Simething  had  to  be  done  to  offset  that,  and,  contrary  to  all  their 
previous  experiences,  the  copper  companies  were  induced  to  agree  on 
a  reasonable  day's  work — in  other  words,  so  many  tons  or  so  many 
cars  as  a  fair  dav's  work.  Now  everv  man  who  loads  anv  number 
of  cars  or  tons  more  than  that  will  be  paid  a  relatively  increased 
price  for  the  excess.  The  result  was  that  we  were  able  to  increase  the 
prixluction  per  capita,  and  to  increase  the  wages  of  the  men  beyond 
I  heir  per  diem  amount,  and  the  thing  worked  out  very  satisfactorily. 

Now,  I  want  to  correct  one  thing  that  I  said  a  moment  ago — 
r,itlier,  to  amend  it.  Please  understand  that  the  reaction  of  reduced 
prixluctiim,  whenever  an  advance  is  paid,  is  only  temporary.  In 
two  or  three  months  they  go  back  to  their  old  original  standards 
iiU(\  they  realize  the  necessity  of  getting  the  benefit  of  the  advance, 
Mild  tliey  maintain  production.  I  am  talking  about  coal  mining  now ; 
I'Ut  that  is  not  true  of  copper  or  other  metalliferous  mines,  because 
ill  all  of  the  West  a  man  gets  so  much  per  day.  He  is  not  paid  on 
u'lat  he  does;  he  gets  a  guaranty  of  $5.75  a  day  if  he  drops  down 
i?;to  a  .shaft  or  a  hole.  No  matter  what  his  position  is  or  what  his 
M. v'upation,  he  gets  that  much  as  a  minimum.  Now,  he  gets  more 
:ic<Mirding  to  the  position  that  he  holds  in  the  craft.  Under  the  new 
rriethofl,  if  he  performs  a  certain  amount  of  work  in  excess  of  the 
.r»«*rage,  he  gets  additional  pay;  so  that  to-day  they  are  making 
>»i..V».  $7,  $s,  and  $<S.50  a  day,  whereas  before  they  were  only  making 
'*."'. 7.**,  with  a  consinpient  increase  of  production  per  capita,  whicli 
.l«-reases  the  cost  of  production  to  the  company,  although  the  men 
*\\n\  that  much  more  money. 

The  Chairman.  Is  the  mining  labor  unionized? 
Mr.  Davik8.  The  miners,  no.     I  do  not  suppose  that  5  per  cent  of 
r\<»   miners  of  the  West  are  organized,  but  all  the  craftsmen  are; 
t...il  ii>,  the  electricians,  machinists,  boiler  makers,  blacksmiths,  sheet- 
T,.»  tal  workers,  etc. 

Mr.  Mkyer.  Smelter  men — are  they  unionized? 
>fr.  Davles.  Yes. 

Tilt?  CiLUKMAX.  The  really  skilled  workers  are  organized? 

Mr.  Davies*.  Very  largely;  yes;  but  not  entirely,     liut  understand, 

^r  r.iitor.  that  the  companies  seldom  deal  with  the  unions  as  such. 

Wf  have  established  rather  an  interesting  solution.     For  instance, 

-...'I  are  the  employer,  Senator,  and  you  are  the  emplovee,  Mr.  Meyer, 

•j  1  I  Htn  representing  the  Department  of  Labor.     N*ow,  you  and  I, 

**»-ni»tor,  agree  that  vou  will  pay  so  much  per  hour  and  that  the  work- 

j.*j  ronditions  shall  be  thus  and  so,  ana  it  covers  everything  per- 

•  i.riin^  to  a  working  agreement,  and  you  make  that  with  me.     You 
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are  the  party  of  the  first  part  and  I  am  the  party  of  the  second  part. 
Then  I  turn  right  around  to  the  employees — Mr.  Meyer — and  make 
precisely  the  same  agreement  with  them.  You  see  tliat  it  is  really 
camouflage;  it  is  a  joint  agreement,  but  it  is  one  made  through  the 
Department  of  Labor;  and  then  where  does  the  Department  of  La- 
bor come  in?  It  says  that  you  must  live  up  to  that  agreement  and 
the  employee  must  live  up  to  it,  because  the  deciding  power  is  veste<i 
in  the  Dejiartment  of  Labor;  and  there  is  good  behavior  all  around 
and  no  strikes.  We  have  disputes,  yes — galore — but  we  sit  down  and 
thrash  out  the  problems,  and  they  are  usually  adjusted  without  much 
difficulty. 

Mr.  AIeyer.  I  will  say,  on  behalf  of  Mr.  Davies*  although  he  will 
not  say  it  for  himself,  tnat  the  success  in  these  cases  depends  a  great 
deal  on  the  personality  of  the  representative  of  the  Department  of 
Labor  being  able  to  maintain  the  confidence  of  both  parties  to  the 
agreement. 

Mr.  Da  VIES.  But  I  am  not  alone. 

Mr.  Meyer.  No;  Mr.  Da  vies  has  many  excellent  assistants.  Would 
you  be  willing  to  epitomize  your  proposition  to  the  effect  of  thrift 
on  production  by  saying  that  to  a  large  extent  full  produotion  is 
dependent  on  the  saving  incentive  and  facility  i 

Mr.  Davies.  I  can  say,  as  a  matter  of  ol)servation,  that  I  have 
observed  that  men  who  have  bank  accounts  and  are  known  to  have 
savings  accounts,  and  men  who  invest,  perhaps,  in  their  own  homes — 
that  tnose  men  work  very  hard  every  hour  tnat  the  mine  or  ihe  mill 
or  the  smelter  will  give  them  an  opportunity  to  work.  They  tlo  not 
roam,  they  do  not  float,  they  do  not  migrate;  they  are  stabilizetl,  and 
they  save  their  money. 

Mr.  Meyer.  Have  you  had  an  opportunity  to  observe  that  bank- 
ing facilities  of  the  convenient,  ready,  simple  kind  that  these  people 
can  understand  are  lacking  and  in  which  they  have  confidence? 

Mr.  Davies.  Absolutely  in  the  West  and  very  largely  throiifrhout 
the  coal-mining  regions. 

Mr,  Meyer.  And  you  believe  that  an  extension  of  the  Postal  Sav- 
ings System  throughout  that  country,  wherever  there  is  a  post  oflic-e. 
would  be  a  great  boon  to  the  men  of  labor  as  well  as  the  commimity 
at  large? 

Mr.  Davies.  Undoubtedly;  particularly  for  the  reason  that  GO  jier 
cent  of  them  are  aliens  and  that  their  method  of  saving  in  their  own 
country  is  in  the  postal  bank.  They  have  contracted  the  habit  from 
childhood  and  they  can  not  understand  why  they  can  not  lend  their 
money  to  Uncle  Sam. 

Mr.  Meyer.  So  that  you  feel  that  when  the  president  of  a  largt- 
savings  bank,  with  beautiful  marble  halls,  here  in  New  York  City 
says  that  there  are  adequate  savings  facilities  for  90  per  cent  of  the 
population  that  he  is  not  really  giving  us  a  picture  of  the  real  needs^ 
of  the  country? 

Mr.  Davies.  Not  of  the  West,  at  any  rate. 

The  Chairman.  He  perhaps  is  not  informed  of  the  conditions  out 
there  ? 

Mr.  Meyer.  Well,  the  chances  are  that  he  has  never  been  very  far 
west  of  Hoboken. 

Mr.  Miller.  Would  the  witness  give  us  his  ideas  with  respect  to 
the  development  of  the  facilities?    I  think  he  has  mentioned  that 
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branch  savings  offices  should  be  opened  on  pay  days,  and  things  of 
that  sort  ? 

Mr.  Davies.  Yes. 

Mr.  MiiXER.  Now,  what  are  some  of  the  ideas  that  have  come  to 
you  as  to  increasing  those  facilities  ? 

Mr.  Davies.  Well,  I  could  not  see  why,  for  instance,  a  clerk  in  the 
employ  of  the  company,  or  an  outsider — a  clerk  appointed  by  the 
postmaster,  for  instance — could  not  have  a  desk  at  some  convenient 
place  where  these  men  congregate;  say,  for  instance,  that  the  post 
office  is  a  mile  away  or  2  miles  away  from  the  mining  camp,  as  it 
often  is.  In  that  case,  if  some  one  came  right  to  the  camp  and 
opened  a  little  office  just  on  pay  day  or  on  Monday  after  pay  day,  it 
would  be  surprising  how  much  money  he  would  get  that  otherwise 
he  would  not  get.  I  take  as  a  basis  for  that  belief  the  experience 
of  the  unions  themselves.  The  unions  in  the  West,  with  no  fees,  no 
assessments,  no  dues  collected  through  the  companies,  whereas  in  the 
coal  business  they  are  all  collected  through  the  mine  offices — the 
companies  collect  all  the  dues — but  in  the  West  nothing  of  that  kind 
is  d«>ne,  and  what  is  the  result  ? 

The  union  secretary  has  his  little  room  outside  there,  and  if  he 
did  not  come  right  on  the  job,  as  they  say,  and  catch  those  men 
as  they  come  out,  two-thirds  or  perhaps  more  of  those  men  would 
never  "pav  any  dues.  It  is  simply  the  opportunity  that  presents 
itself.  Vou  have  got  to  make  the  opportunity  s6  convenient  that 
all  objection  is  removed — because  of  bemg  too  far  off,  or  the  weather 
being  too  hot  or  too  cold,  or  anything  of  that  kind.  You  have  got 
to  temDt  them. 

Mr.  MitxjiR.  And  you  think  that  the  Department  of  Labor  and  the 
Post  Office  Department  would  cooperate  to  bring  that  condition 
al>out  all  over  the  country  ? 

Mr.  Davies.  Oh,  yes;  undoubtedly,  because  anything  that  we  can 
do  to  bring  about  a  better  feeling  or  more  stabilized  feeling  amongst 
labor  is  a  contribution  to  efficiency,  and  would  tend  toward  the  re- 
moval of  a  great  many  of  these  problems  of  unrest. 

Mr.  Miller.  Do  you  think  that  the  labor  leaders  of  vision  would 
indorse  those  plans  t 

Mr.  Davies.  Everj^  one  that  I  have  spoken  to  has  indorsed  it. 

Mr.  Miller.  And  you  think  that  they  all  would  ? 

Mr.  Davies.  Yes ;  m  large  part,  at  any  rate. 

Mr.  Miller.  So  you  would  have  not  only  the  cooperation  of  the 
Department  of  Labor  with  the  Post  Office,  but  you  would  have  the 
cooperation  of  real  labor  leaders  as  well  ? 

Mr.  Davies.  I  think  so,  without  any  doubt.  Every  man  with  whom 
I  have  spoken  has  assured  me  that  we  would  have  their  cooperation. 
I  wish  to  say.  Senator,  that  the  word  need  only  go  out,  and  the  De- 
partment of  *I-<abor  will  get  behind  this  proposition  and  help  to  solve 
the  problem.  We  discussed  it  last  week  in  Washington,  when  I  was 
there,  and  it  has  the  unqualified  indorsement  of  the  heads  of  the 
various  departments.  I  did  not  get  a  chance  to  talk  to  the  Secretary 
of  Labor,  because  he  had  been  away ;  but  the  director  of  conciliation 
is  very  much  in  favor  of  and  in  sympathy  with  this  proposition,  and 
he  assured  me  that  there  is  not  any  Question  that  the  entire  labor 
organization  forces  of  the  country  could  be  marshalled  and  put  be- 
hind it. 
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The  Chairman.  That  is  indeed  very  interesting.  Was  it  tiieir  \iev 
that  such  an  extension  would  attract  a  great  deal  of  money  to  the 
postal  savings  system  which  is  not  really  saved  at  all  now— which  ia 
squandered  or  spent  ? 

Mr.  Da  VIES.  Either  squandered  or  hoarded. 

The  Chairman.  And  that  it  would  tend  to  make  better  citizens  of 
the  men  ? 

Mr.  Da  VIES.  Undoubtedly. 

Mr.  Miller.  Do  you  think  that  you  could  confer  with  some  of  the 
labor  leabers,  and  get  from  them  ideas  as  to  how  this  might  be  pro- 
moted in  a  practical  way? 

Mr,  Meyer.  Mr.  Davies  is  going  to  California  this  afternoon,  and 
I  am  making  arrangements  along  the  lines  that  you  have  in  mind^ 
Mr.  Miller. 

Mr.  Mii^iiER.  Sometimes  information  comes  from  practical  men  that 
would  never  occur  to  one  who  is  not  in  touch  with  the  situation  in  a 
first-handed  wav. 

Mr.  Meyer.  One  of  the  very  prominent  labor  men,  who  is  away^ 
has  expressed  himself  as  decidedly  in  favor  of  the  plan,  and  I  am 
only  awaiting  his  return  to  ask  him  to  appear  before  the  committee. 

The  Chairman.  In  these  mining  camps  in  the  West,  just  how  do 
the  men  obtain  their  supplies  in  the  way  of  living  necessities,  and 
also  their  outfits  for  wear  and  use  in  the  mines? 

Mr.  Davies.  I  might  sa}'^  that  75  per  cent  of  their  supplies  are 
secured  through  what  we  call  a  company  store — that  is,  a  store 
operated  and  owned  and  controlled  by  the  company  operating  in  that 
camp.  They  go  there  and  buy  their  goods,  just  like  they  would  any- 
where else.  It  is  a  store  that  is  placed  there  as  a  natural  necessity^ 
largely  because  when  they  start  a  camp  no  one  else  Avould  open  a 
store:  they  do  not  know  what  the  men  will  make,  and  a  stranger  or 
outsider  would  not  be  willing  to  extend  credit  to  the  men.  But  with 
the  company  store,  the  moment  a  man  gets  his  employment  and  puts 
in  one  shift,  if  that  shift  is  worth  $5,  he  can  go  to  the  store  that 
night  and  spend  his  $5.  In  other  words,  he  has  a  credit  of  $5  for 
that  day's  work. 

The  Chairman.  And  are  the  goods  sold  in  those  stores  bold  at  a 
reasonable  figure? 

'Mr.  Davies.  Just  before  you  came  in.  Senator,  while  I  was  dis- 
(ussing  this  general  matter  somewhat  informally,  I  was  dwelling 
upon  a  verv  interesting  phase  of  the  store  question  in  the  West — so 
entirely  di^erent,  I  confess,  from  that  in  the  Central  States,  as  oper- 
ated by  the  coal  companies — and  understand  I  am  not  reflecting  upon 
the  coal  companies,  because  I  have  been  in  that  business  all  my  life: 
but  I  am  simply  drawing  a  comparison  as  the  result  of  observation 
and  having  had  something  to  do  with  the  recent  chapge  in  the  West. 
Say,  for  instance,  that  here  is  a  store  where  a  company  has  invested 
$150,000  in  the  store  plant,  buildings,  equipment,  and  merchandise 
in  the  store.  On  that  investment  they  generally  make  $50,000  to 
$60,000  a  year.  Of  course,  on  the  investment  that  is  33^  to  40  per 
cent.  That  is  due  to  the  turnover.  Xow,  the  general  policy  of  these 
storos  is  this:  That  they  meet  the  current  piuce  in  the  adjacent  town, 
or  the  same  price  at  which  the  men  could  buy  their  goods  anywhere 
else,  with  this  difference,  that  I  must  confess  that  the  company  store 
furnishes  a  better  quality  of  goods  at  the  same  price.     But  I  have 
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taken  this  position,  Senator,  that  an  employing  company  has  no  busi- 
ness making  money  on  the  side,  as  it  were,  by  operating  a  store.  The 
purpose  of  that  store  is  merely  as  a  convenience  and  a  benefit  to  the 
emfMoyee ;  that  was  the  original  intention. 

Mr.  Meyer.  And  it  should  be  so. 

Mr.  Da  VIES.  Yes;  not  as  a  speculation  to  earn  or  to  add  to  their 
own  earnings.  So  I  have  persuaded  more  than  one  company  in  the 
West  to  change  their  so-called  "  company  store  "  into  an  item  on  their 
books  called  "  mercantile  investment,"  "  One  particular  company,  with 
headquarters  in  this  town — I  can  mention  that  as  an  illustration — 
in  Miami,  Ariz.,  they  found  that  their  investment  was  $150,000.  I 
said,  ''  Now,  you  are  entitled  to  a  reasonable  interest  on  that  invest- 
ment." We  agreed  on  6  per  cent  as  a  reasonable  return  on  the  invest- 
ment. That  was  $9,000.  We  ajifreed,  further,  that  $G,000  more  would 
be  required  to  pay  for  the  depreciation  on  the  plant,  equipment,  etc., 
and  the  maintenance,  so  that  if  they  got  $15,000  out  of  the  profits  of 
the  store  they  were  reimbursed  to  the  extent  of  a  reasonable  return ; 
l)ut  tliat  store  made  $G5,0(K).  What  are  we  going  to  do  with  the 
$.*)(),()()0  surplus?  The  company  in  the  past  has  put  that  into  their 
income  fund  and  paid  dividends  with  it.  I  said  that  belonged  to  the 
employees,  and  they  agreed  witli  me.  What  did  they  do?  They 
dei'lared  a  dividend  of  that  $50,000,  in  the  ratio  of  the  dollars  pur- 
chased by  the  employees.  And  what  did  they  get?  Fourteen  and 
fieven-tenths  per  cent  on  all  of  their  purchases  for  the  previous  six 
monUhs.     That  is  done  every  six  months. 

Mr.  Meter.  That  is  the  standard  form  of  cooperative  store. 

Mr.  Davies.  It  is  a  cooperative  store  minus  an  investment  on  the 
part  of  the  cooperatives.  They  do  not  put  in  any  money,  and  they 
have  no  voice  in  the  management :  but  it  is  the  cooperative  plan,  and 
it  earns  more  money  than  any  cooperative  store  handled  by  the  men 
tliemselves  could  reasonably  be  expected  to  earn,  for  this  reason: 
First,  that  store  has  the  credit  of  the  company  behind  it ;  its  purchases 
are  made  better  than  an  independent  company  could  make  them 

Mr.  Meyer  (interposing).  More  economically  ? 

Mr.  Davies.  Yes;  and  the  management  is  more  economical.  It 
**ertainlv  has  worked  verv  well  indeed  on  that  basis. 

Mr.  Meter.  Have  the  men  any  representation  in  the  Way  of  check- 
ing the  accounts? 

Mr.  Davies.  That  has  been  lately  introduced.  The  men  themselves 
now  have  a  committee  to  audit  the  accounts  of  the  store.  They  have 
no  voi<*e  in  the  management,  but  they  can  select  the  goods  to  be  phiced 
on  sale,  and  thev  can  make  anv  criticism  that  thev  want — there  is  a 
Ik>x  for  that — and  the  store  is  run  absolutely  for  t^ie  benefit  of  the 
•'inployees  and  not  for  the  benefit  of  the  company. 

TIjo  Chairman.  Tluit  is.  in<lee(l,  a  splendid  thing,  and  it  should 
••n<*ounicrc  the  men  to  stay  in  that  community. 

Mr.  Daviks.  I  think  I  know  wluit  vou  had  in  vour  mind  at  first, 
>i*n;itor.  There  is  a  general  antii)atliy  and  antagonism  toward  com- 
pafiv  stores,  as  such,  all  over  the  country.  Just  to  show  you  how  this 
norks — unfortunately,  that  store  burneil  down  three  months  ago — 
:%  (Niniplete  loss.  I  low  it  was  destroyed  I  do  not  know.  That  C'>m- 
pitny  employes  1,374  men.  The  coni])anv  put  it  up  to  the  men.  after 
ihf  fire,  io  sav  whether  that  store  sljould  be  rebuilt  or  whether  thev 
WfHiM  stav  out  of  business  altojretlier.     A  ballot   was  taken,  and 
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1,362  men  voted  begging  for  rebuilding  of  the  store,  while  12  only 
voted  against  it, 

•Mr.  AIiLLER.  Is  the  post  office  ever  situated  in  such  a  company 
store  ? 

Mr.  Davies.  Sometimes. 

Mr.  Miller.  Would  there  be  any  opposition  to  having  a  postal 
savings  department  there — opposition  on  the  part  of  the  store? 

Mr.  Davies.  The  postmaster  is  never  a  company  employee ;  and  his 
office  is  not  in  the  store,  but  it  is  always  adjacent  in  some  little  shack 
or  building  close  by,  and  they  go  to  the  post  office  and  to  the  store  at 
the  same  time. 

Mr.  Meyer.  They  go  to  the  post  office  habitually  and  regularly? 

Mr.  Davies.  Yes. 

Mr.  Meyer.  And  they  feel  at  home  in  the  post  office  ? 

Mr.  Davies.  Tlie  companies  generally  provide  a  post  office  for  the- 
postmaster,  because  they  want  to  bring  the  men  close  to  the  store 
w^hen  they  come  to  the  post  office. 

Mr.  Miller.  And  w^ould  the  establishment  of  a  postal  savings  sys- 
tem have  the  cooperation  of  the  companies,  even  though  it  miglit 
decrease  the  amount  of  purchases  of  the  laborers? 

Mr.  Davies.  It  w^ould.  Take,  for  instance,  in  paying  dividends  in 
Miami,  and  one  or  two  other  places  that  I  could  mention,  when  they 
pay  these  semiannual  dividends  to  their  men  on  the  purchases,  in 
checks  ranging  from  $50  to  $125,  they  invariably  beg  those  men  to 
invest  that  money  in  Liberty  bonds  or  postal  savings  stamps,  or  a 
savings  fund,  or  something  of  that  kind. 

Mr.  Meyer.  But  the  easiest  and  simplest  thing  for  them  to  do 
would  be  to  deposit  it  in  a  postal  savings  bank? 

Mr.  Davies.  Of  course.  Liberty  bonds  have  lost  caste.  They  can 
not  understand  why  a  Liberty  bond  is  not  worth  to-day  what  they 
paid  for  it. 

Mr.  Meyer.  Then,  too,  the  men  who  buy  Liberty  bonds  do  not 
know  where  to  put  them  ? 

Mr.  Davies.  N^o;  thev  have  not  anv  safetv  vaults. 

Mr.  Meyer.  Then,  they  have  trouble  in  collecting  the  coupons,, 
which  is  a  bother  to  them? 

Mr.  Davies.  The  Liberty  bonds  were  most  patriotically  subscribed 
to;  everybody  bought  them;  but  since  the  war  they  have  become 
very,  very  unpopular,  and  the  language  used  wnth  respect  to  them  is 
not  verv  ladylike. 

Mr,  ilEYER.  In  presenting  mv  plan  to  the  committee  I  stated  that 
if  a  large  amount  could  be  raised  through  postal  savings  deposits- 
and  a  large  part  of  our  existing  floating  debt  paid  off,  I  thought  it 
would  advance  the  price  of  Government  bonds  5  or  10  per  cent  and 
perhaps  bring  them  up  to  95  or  over.  Would  not  that  be  a  very 
valuable  influence  on  those  of  your  population  that  still  have  I^iberty 
bonds  ? 

Mr.  Davies.  Not  being  a  financier,  except  as  an  observer  of  the 
law  of  supply  and  demand,  I  would  say  it  would  have  a  very  salutary 
effect. 

Mr.  Meyer.  Assuming  that  it  would  advance  the  price  of  Liberty 
bonds,  as  I  think  it  would 

Mr.  Davies  (interposing).  It  would  help  to  restore  confidence* 
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Mr.  Meyer.  And  it  would  have  a  good  effect  on  those  people  who 
luive  been  disturbed  by  the  big  decline? 

Mr.  Dav^es.  UndouDtedly. 

The  Chairman.  Those  miners  who  have  subscribed  for  Liberty 
l»on(ls,  have  they  disposed  of  their  bonds? 

Mr.  DA\^E8.  very  largely,  I  am  afraid,  Senator.  You  understand 
that  it  was  part  of  the  American  creed  to  subscribe  to  Liberty  bonds. 
Tho  committee,  for  instance,  would  call  on  the  superintendent,  in 
^onie  cases  to  my  personal  knowledge,  and  say :  "  We  want  a  list  of 
all  those  who  subscribe."  Now,  I  would  be  sorry  for  the  poor  fellow 
wlio  failed  to  subscribe — whether  he  was  an  I.  W.  W.,  a  Bolshevik, 
i>r  an^-thing  else.  The  companies  invariablj'^  put  the  names  of  even 
thi'ir  sick  men  on  that  list  for  a  $50  bond  and  said :  "  Pay  for  it  when 
von  can." 

Mr.  Meter.  But  you  feel  that  the  Liberty  bond  form  of  investment 
i>  not  suited  to  those  people? 

Mr.  Davies.  Yes;  it  is  not  suited  to  them. 

ilr.  Meyer.  Whereas,  the  postal  savings  bank  is  what  they  are 
.i(( Mistomed  to  and  what  the}'  understand? 

Mr.  Davies.  Yes.  .It  is  so  much  more  simple,  provided  they  can 
withdraw  their  money  easily,  and  can  get  interest  on  the  money  after 
iIk'V  have  left  it  there  for  a  reasonable  length  of  time. 

The  Chairman.  If  they  deposit  $1(K)  with  the  Government  in  a 
IwKtal  savings  bank,  and  they  know  that  they  can  get  what  they  have 
•N'jiosited  in  full  and  will  receive  3  or  4  per  cent  interest  on  their 
rnoney,  and  that  they  can  go  to  the  bank  and  withdraw  it,  3'ou  think 
Mint  is  what  they  want? 

Mr.  Davies.  T^es,  Senator;  and  you  will  be  surprised  how  much 
fiioru»y  will  come  out  of  the  West.  It  is  a  community,  do  not  forget, 
Mr.  where  every  one  of  the  65,000  men  that  I  am  in  touch  with  earn 
i.'»t  less  than  ^n  average  of  $6  a  day.  Some  of  them  get  $5 — the  low- 
"  t  is  #5  a  day— and  from  that  on  ui)— $5.75,  $6,  $7,  $8,  $9,  and 
>'"  a  dav:  but  thev  will  average  over  $0  a  day,  and  that  is  not  for 

"»  days,  but  for  ^^05  days  a  year — eight  hours  a  day.  They  have 
'  It  opportunity  for  work,  it  is  a  continuous  run.  Just  compare 
t  *ni  with  anv  other  industry  in  the  country,  and  they  will  earn  ^i'tiX). 
^♦•»".  or  >^7(K)  more  than  any  other  class  of  men. 

Mr.  Meyer.  Did  you  observe  during  the  Libeily-loan  campaigns 
'•  i  I'ther  or  not,  in  paying  for  those  for  which  they  did  subscribe,  to 
I  'jvt^at  extent  they  paid  for  them  in  cash?  That  is,  that  the  people 
t"»K  ^ash  from  their  persons  or  from  their  homes  where  they  had  it 

.Nfr.  Davies.  No;  I  would  not  say  that  50  per  cent  of  the  bonds 
•'••^»*  paid  for  in  that  way. 

Mr.  Meter.  They  were  paid  for  in  installments? 

Mr.  D.wiEs.  Yes.  I  remember  one  interesting  variation  of  tluit. 
I  fiif>p4*ned  to  be  arbitrating  a  street  railway  strike  in  my  own 
f-nn  of  Lexington.  Ky.  In  reaching  my  award  I  found  that  there 
••  1-  :ilHiut  $r»0,(MMi  of  back  pay  due  to  the  men,  and  they  did  not  count 
•f«  ilint,  so  I  jumped  the  committee.  I  .said,  "I  expect  you  boys  are 
j'.jfiir  to  get  something  more  than  3'ou  really  expected,  but  you  are 
»'  titled  to  it  under  the  testimony  as  submitted.  What  are  you  going 
t..  i\t%  with  the  money?  "  One  would  say,  "  Well,  I  think  I  will  make 
I  rirvt  payment  on  a  Ford; •"  another  one  would  .say,  "  I  think  I  will 
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buy  something  for  the  old  woman,"  and  so  on.  I  would  say^ "  Will 
you  not  let  me  tell  you  of  a  real  way  to  use  this  money  ?  i  ou  did 
not  expect  this  money.  The  Victory  loan  will  be  out  in  about  *M) 
days  or  6  weeks  from  now.  Let  me  suggest  that  you  take  it  up  in 
your  lodge  room  and  pass  a  resolution  voting  the  entire  sum  as  a 
subscription  to  the  Victory  loan." 

Well,  I  will  let  the  papers  of  Lexington  show  that  the  street-car 
men  voted  this  $50,000  in  one  lump  to  purchase  Victory  bonds,  and 
then  the  bonds  were  distributed  in  $50  units.  They  held  a  mass 
meeting  the  next  night,  and  that  night  there  was  not  a  single  dissent- 
ing vote  in  that  meeting  to  use  that  $50,000  to  purchase  Victory  bonds- 
Understand,  they  did  not  expect  all  of  it,  by  any  means,  but  they 
voted  the  full  amount.  They  paid  cash  for  the  bonds :  in  other  word>, 
the  company  drew  its  check  for  $50,000  and  bought  the  bonds  an<l 
turned  them  over  to  the  men. 

Mr.  Meyek.  That  illustrates  that  if  the  suggestion  is  made  and  the 
facility  and  the  method  for  saving  are  provided  the  men  will  do  \ii 

Mr.  Da  VIES.  Yes;  it  is  a  natural  education  and  opportunity. 

Mr.  Meyer.  I  said  I  thought  that  within  a  year  after  a  p<xstal 
savings  system  had  been  expanded  on  the  right  scale,  with  properly 
increased  facilities,  and  with  a  proper  rate  of  interest,  $250,OOO,O()i) 
of  hoarded  money  would  be  restored  to  circulation  in  this  country. 
I  know  that  you  are  not  familiar  with  the  entire  country,  but  would 
you  be  inclined  to  think  that  that  figure  was  a  reasonable  estimate  ? 

Mr.  Davies.  If  you  go  about  it  as  you  did  in  the  drives  during  the 
war;  yes. 

Mr.  Meyer.  You  say  that  you  think  it  would  be  a  reasonable  esti- 
mate? 

Mr.  Davies.  Yes;  but  it  would  be  absolutely  necessary  to  conduct 
a  sort  of  campaign,  as  strenuous  and  as  general  as  we  did  during  some 
of  the  Red  Cross  and  other  campaigns. 

Mr.  Meyer,  In  other  words,  we  w^ould  have  to  have  every  man 
informed  about  it? 

Mr.  Davies.  Certainly. 

Mr.  Meyer.  Of  course,  it  has  not  been  the  case  in  the  past,  even 
where  they  had  the  postal  savings  bank,  that  there  has  been  an  eflFort 
to  interest  anybody  in  it. 

Mr.  Davies.  The  postal  savings  bank  has  merely  drifted,  just  like 
"  Topsy  " — just  grew  incidentally  and  without  any  effort. 

The  Chairman.  \\e  have,  in' the  city  of  New  York,  as  I  recall, 
to-day  about  40  per  cent  of  the  total  deposits  in  the  postal  savinps 
bank  svstem. 

Mr.  Meyer.  Something  like  that. 

Mr.  Davies.  That  is  on  account  of  your  facilities  here. 

The  Chairman.  Yes;  and  even  here  it  has  attracted  that  amount, 
even  with  the  mutual  and  stock  savings  banks  in  addition  to  it,  I 
can  readily  understand  that  in  a  community  where  there  are  no  sav« 
ings  facilities  at  all  it  would  stimulate  the  habit  of  saving. 

Mr.  Davies.  Yes;  undoubtedly. 

Mr.  Meyer.  You  may  be  interested  to  learn  that  at  a  meeting  of 
the  principals  of  the  New  York  schools  they  have  indorsed  the  pn>- 
posal  to  extend  and  expand  the  postal  savings  system,  and  to  pav  a 
more  proper  rate  of  interest,  and  to  change  the  regulations  so  tKat 
they  will  mean  something  to  the  people.    . 
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The  Chairman.  I  think  if  you  could  get  that  resohition  and  have 
it  put  into  the  record,  it  would  be  well. 

Mr.  Meyer.  I  will  send  it  to  you  very  shortly,  Senator.  Mr.  Her- 
bert Hoover  has  accepted  an  invitation  from  the  committee  to  ap- 
pear here  on  Thursday  next,  and  if  you  will  name  the  hour,  I  will 
let  him  know. 

The  Chairman.  Would  10  o'clock  be  too  early? 

Mr.  Meyer.  No  !  I  think  not.    At  10  o'clock  sharp,  if  you  say  so  ? 

The  Chairman.  Yes;  I  will  be  here. 

Mr.  Meyer.  Have  you  any  further  questions  to  ask  Mr.  Da  vies  ? 

The  Chairman.  No  ;  thank  you  very  much,  Mr.  Davies. 

Mr.  Davies.  Not  at  all,  Senator. 

(Whereupon,  at  12.25  o'clock  p.  m.,  the  committee  adjourned  until 
Thursdav,  September  23,  1920,  to  meet  again  in  the  same  place,  at 
10  o'clock  a.  m.) 
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THTT&SDAY,  SEPTEtfBEB  23,   1920. 

United  States  Senate, 
Special  Com3iittee  on  Reconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  Engineering  Societies  Building,  29  West  Thirty-ninth  Street, 
at  10  o'clock  a.  m. 

Present:  Senator  Calder  (chairman) ;  also  PVanklin  T.  Miller,  and 
Kugene  Meyer,  jr.,  assistants  to  the  committee. 

STATEMENT  OF  US.  HESBEET  HOOVER,  STANFORD  UNIVERSITY, 

CAIIF. 

The  Chairman.  Mr.  Hoover,  we  thank  you  very  much  for  coming 
here  to  give  us  your  views  upon  this  proposal  of  Mr.  Meyer's  to  en- 
lar^  the  scope  of  the  postal  savings  system.  The  committee  believes 
perhaps  this  may  be  something  that  would  tend  to  help  our  whole 
Aiiancial  situation  tliroughout  the  country.  Do  you  j^refer  to  make 
an  extemporaneous  statement  or  to  have  us  interrogate  you? 

Mr.  HoovEH.  Senator,  I  have  dictated  a  short  statement  that  I  might 
read. 

The  Chairman.  Yes. 

Mr.  Hoover.  I  might  preface  this  by  saying  that  during  the  last 
year  some  of  my  engineering  colleagues  and  myself  have  carried  on 
Bome  investigation  of  the  different  departments  in  Washington  as  to 
their  efficiency  and  the  problems  of  reorganization.  Among  otlieis, 
we  had  some  occasion  to  look  into  the  whole  question  of  savings  in 
its  various  relations.  I  was  very  much  pleased  when  Mr.  Meyer 
raised  this  question  and  to  know  that  some  one  was  taking  it  up. 

The  postal  savings  banks  were  established  for  the  prime  purpose  of 
enlarging  the  area  of  national  savings.  It  was  considered  that  ])()stal 
savings  would  supplement  the  mutual  and  other  savings  institutions 
by  offering  a  psychological  security  to  the  more  timorous  of  our  popu- 
lation, especially  the  loreign  born,  and  furnish  savings-bank  facili- 
ties to  areas  not  covered  by  the  private  and  mutual  institutions.  It 
was  proposed  to  avoid  competition  with  the  banking  system  generally 
by  paying  a  fixed  rate  of  2  |)er  cent,  being  about  one-half  the  rate  of 
rnutoal  savings  institutions,  and  to  secure  the  redistributions  of  such 
<li*po6its  in  the  areas  from  which  they  originated,  by  redeposit  in  the 
banks  at  2^  per  cent  interest.  Therefore,  the  stimulation  to  savings 
by  our  national  institution  was  not  interest  return,  but  merely  the 
inducement  of  safety. 

609 
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Even  the  2  per  cent  of  the  original  act  has  been  defeated  by  de- 
partmental regulations.  An  examination  of  any  annual  report  will 
show  that  they  do  not  receive  much  in  excess  of  1  per  cent,  owing  to 
the  regulations  in  force.  For  instance,  in  1918  the  average  deposits 
were  approximately  between  $125,000,000  and  $130,000,000,  and  the 
interest  paid  to  depositors  is  $1,269,000.  Not  only  is  the  system  sub- 
ject to  criticism  for  this,  but  the  same  report  will  show  that  profit 
obtained  by  the  Government  in  1918,  chiefly  from  redeposit  in*  banks 
at  2^  per  cent,  is  given  as  $1,136,000.  If  a  complete  balance  sheet 
were  made  from  the  beginning,  this  return  would  probablj  represent 
at  least  a  100  per  cent  per  annum  profit  on  any  capital  invested  by 
the  Government  in  supporting  the  scheme  in  its  early  years^r  any 
capital  extension  that  has  been  necessary  in  the  Post  Office  Depart- 
ment. Such  an  operation  in  private  banks  would  be  dignified  by  the 
term  "  profiteering  "  and  a  public  demand  would  reauire  investiga- 
tion by  the  Attorney  General.  The  depositors  are  tne  poorest  and 
the  least  wise  of  the  community,  and  deserve  especial  care. 

If  notliing  more  were  done,  it  would  seem  only  justice  that  the 
whole  method  of  payment  of  interest  should  be  reorganized  in  such 
manner  as  to  approximately  distribute  the  profits  back  to  the  de- 
positors. In  other  words,  if  interest  were  payable  at  2  per  cent  com- 
pound interest  on  quarterly  balances,  it  would,  in  view  of  the  con- 
siderable deposits  that  remain  for  less  than  a  quarter,  absorb  the 
present  profits  made  by  the  Government.  I  know  that  there  is  some 
difficulty  in  paying  compound  interest,  but  the  payment  of  one-half 
of  1  per  cent  quarterl}^,  with  the  right  of  immediate  redeposit,  would 
amount  to  the  same  thing,  and  would  simplify  the  system. 

The  real  question  at  issue  in  this  discussion  appears  to  me  to  be 
not  onlv  justice  to  depositors  but  also  whether  the  aggregate  of 
national  savings  can  be  increased  by  offering  a  larger  return  on  postal 
savings  deposits — whether  more  savings  can  be  pulled  out  of  stock- 
ings, waste  and  luxuries,  and  "  wild  cats."  Every  dollar  so  saved  is  a 
contribution  to  national  welfare  for  many  reasons.  I  have  no  doubt 
of  the  validity  of  the  principle  that  the  Government,  through  the 
postal  savings  bank,  should  not  compete  with  mutual  and  other  sav- 
ings banks,  but  I  do  believe  the  aggregate  of  national  savings  would 
be  stimulated  if  the  Government  stopped  profiteering  and  if  it  paid 
something  like  an  adequate  rate  of  interest  to  depositors. 

It  appears  to  me  that  the  first  thing  to  do  is  to  pay  interest  at  the 
rate  of  one-half  per  cent  quarterly  on  average  deposits.  This  is  not 
only  a  matter  of  justice  but  it  is  the  implication  of  the  law — at  the 
rate  of  2  per  cent  per  annum — not  1  per  cent,  as  at  present.  The 
second  step  that  seems  to  me  worth  considering  is  the  declaration 
yearly  in  advance  of  an  additional  rate  that  will  be  paid  upon  de- 
posits of  12  months'  duration.  Such  declaration,  to  be  based  on 
safe  experience  and  by  yearly  determination,  will  rise  and  fall  with 
general  interest  rates  and  the  earnings  of  the  bank.  In  order  that 
a  reasonable  addition  shall  be  provided  in  this  superrate  for  12 
months'  deposits,  probably  70  per  cent  of  the  average  deposits  should 
be  invested  in  Government  securities,  the  30  per  cent  representing 
the  redeposit.  Such  annual  declaration,  after  deducting  for  ex- 
penses and  depreciation  of  securities,  would  raise  the  rate  on  deposits 
remaining  for  12  months  to  probably  somewhere  under  the  mutual 
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savings  banks.    It  would  stimulate  the  leaving  of  deposits  for  longer 
periods. 

The  principle  of  redeposit  in  local  banks  to  prevent  congestion  of 
funds  is  no  longer  the  essential  principle  it  was  when  the  original 
acts  were  passed.  The  inauguration  oi  the  Federal  Reserve  System 
has  rendered  the  banking  capital  of  the  country  so  liquid  that  the 
postal  savings  deposits,  amounting  to  less  than  1  per  cent  of  the 
national  deposits,  bears  no  relation  to  it. 

It  would  appear  to  me  also  that  a  more  definite  organization  should 
\)e  given  to  the  postal  savings  at  the  top.  I  believe  it  is  necessary 
and  desirable  that  a  real  directorate  should  be  appointed  in  which 
the  Federal  Reserve  Board  and  some  independent  membership 
should  be  introduced. 

The  Chairman.  Now,  Mr.  Hoover,  would  you  f avc  r  an  increase  of 
the  rate  of  interest  to  as  high  as  4  per  cent? 

Mr.  Hoover.  I  made  the  suggestion  here  that  a  rate  should  be  given 
based  on  the  earnings  of  the  bank,  rather  than  upon  an  empirical 
rate.  The  rate  of  interest  is  variable,  both  in  area  and  with  time. 
In  the  long  run  the  soundness  of  the  postal  savings  bank  must  de- 
pend on  its  own  earnings.  In  other  words,  a  straight  4  per  cent 
rate  might,  under  certain  conditions,  result  in  a  loss;  it  might  also 
prove  to  be  less  than  the  earnings  of  the  bank,  and  I  do  not  believe 
the  Government  has  a  right  to  take  over  excess  earnings. 

Mr.  ilETER.  Mr.  Hoover,  4  per  cent  at  the  present  time  would  be 
a  grx)d  deal  less  than  the  Government  would  earn  by  buying  its  own 
si'curities,  whether  you  take  the  Treasury  certificates,  which  carry 
r>  j  or  6  per  cent,  or  the  Victor^'  bonds,  running  for  three  years,  which 
aiv  selling  on  about  a  6  per  cent  basis,  or  the  third  Liberty  loan  bonds, 
due  in  ll)28,  which  are  selling  on  a  5J  to  a  6  per  cent  basis.  You 
would  not  favor  distributing  as  much  as  6  per  cent,  would  vou? 

Mr.  ncK)M':R.  I  do  not  think  that  such  an  eventuality  would  arise, 
evL*n  at  the  present  high  rate  of  interest  on  the  (lovernment  securi- 
ties, because  the  deposits  in  the  postal  savings  bank  are  demand  de- 
fMisits,  and  there  must  be  a  provision  of  resource  to  meet  that  demand, 
which  will  involve  a  considerable  employment  of  those  funds  at 
much  less  than  the  Government  rate.  In  other  words,  the  Govern- 
ment could  not  judiciously  invest  the  entire  funds  of  the  bank  in 
(iovemment  securities. 

Mr.  Mkver.  Well,  the  Treasury  certificates  have  a  maturity  of 
varying  dates.  Almost  everv  month  there  is  an  issue  maturing; 
and  if  you  have  in  mind  a  division  of  70  per  cent  and  30  per  cent, 
ha%'e  you  also  in  mind  that  it  might  be  possible  and  practicable  and 
«^»un<f  to  take  70  per  cent  and  invest  it  in  the  Victory  bonds  and  in 
the  third  Libertv  loan,  say,  for  instance,  and  keep  the  30  per  cent 
I>arth*  on  cash  deposit  and  partly  invested  in  Treasury  certificates, 
niatu'ring  more  or  less  montnly,  so  that  there  would  always  be  the 
a»iunince  of  a  very  large  proportion  of  cash  available  on  very  short 
rj«>ti(*e,  by  these  recurring  maturities? 

Mr.  rioo\iiR.  Well,  that  would  no  doubt  be  an  advisable  program, 
for  the  moment;  but  I  think  we  have  to  look  at  this  svstem  over  a 
term  of  years:  and  the  Treasury  certificate,  I  take  it,  or  at  least,  I 
hope,  i*^  entirely  a  temporary  form  of  Government  finance.  Also  it  is 
probable  that  the  rate  of  interest  payable  by  the  (loverninent  will 
greatly  decrease  over  a  term  of  years.     It  would  no  doubt  assist 
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in  the  whole  financial  situation  if  the  savings  in  the  Postal  Savings 
System  could  be  increased  by  an  inducement  of  this  character:  and  if 
Treasury  certificates  could  be  absorbed  in  that  manner,  instead  of 
bein<r  more  or  less  forced  upon  the  banks. 

Mr.  Meyer.  You  agree,  Mr.  Hoover,  do  you,  that  this  high  rate 
paid  by  the  Government  on  short-time  money — 5^  per  cent  for  six 
months  and  6  per  cent  for  one  year — carrying  normal  tax  exemption 
with  it,  and  having  special  value  also  on  account  of  tax  exemption 
from  excess-profits  taxes  up  to  8  per  cent  on  the  amount  invested  in 
them  in  the  hands  of  large  corporations,  has  a  very  marked  ejffeot  in 
increasing  the  interest  rates  on  capital  throughout  our  entire  finan- 
cial structured 

Mr.  Hoover.  I  think  no  doubt  it  contributes  to  it.  I  do  not  say 
that  in  any  criticism  of  (lovernment  methods  of  finance.  It  is  just 
the  physical  fact  of  the  condition  we  are  in.  The  Government  has 
been  compelled  to  borrow  on  these  terms,  and  it  has  disturbed  the 
whole  problem  of  industrial  finance. 

Mr.  Meyer.  You  think,  then,  that  if  we  were  able  to  raise  fumls 
through  the  Postal  Savings  System  on  a  large  scale,  and  reduce  this 
floating  debt  materially,  it  would  have  a  beneficial  effect  on  the  in- 
terest rate  and  the  cost  of  capital  in  the  whole  financial  system,  I 
infer  ? 

Mr.  Hc)pvER.  Well,  from  an  economic  point  of  view  that  program 
would  be  subject  to  this  possible  criticism,  and  that  is  if  the  Govern- 
ment paid  such  rates  in  the  postal  savings  bank  as  would  result  in 
the  removal  of  deposits  from  the  commercial  banks  there  wouhl  be 
no  intrinsic  gain  and  perhaps  some  projected  difficulties.  If.  on  the 
other  hand,  the  Government,  by  improvement  of  the  Postal  Savings 
System,  created  actually  new  savings,  it  would  be  a  very  great  eco- 
nomic gain  to  the  entire  country,  both  from  a  financial  and  an 
economic  point  of  view. 

Mr.  Meyer.  Of  course,  additional  saving  is  the  primary  object  of 
the  expansion  of  the  system.  How  do  you  feel  on  the  question  of  the 
large  amount  of  money  going  from  the  hands  of  the  people  of  smaller 
means  into  swindling" stock  promotions  and  all  sorts  of  other  swin- 
dling schemes? 

Mr.  Hoover.  I  believe  a  good  deal  of  that  could  be  stopped  by  a 
systematic  propaganda  on  the  part  of  the  Government  as  to  the  ad- 
vantages of  postal  savings,  but  I  do  not  believe  the  Government 
could  advocate  such  a  thing  at  the  present  rate  of  interest,  honestly. 

The  Chairman.  Do  you  mean  2  per  cent? 

Mr.  Hoover.  I  mean  that  the  Government  must  pay  some  fair 

return. 

The  Chairman.  But  2  per  cent,  you  think,  would  not  do  it? 

Mr.  HooATiR.  No. 

Tlie  Chairman.  But  at  a  reasonable  rate  it  could? 

Mr.  Hoover.  At  a  reasonable  rate  it  would  have  a  sound  basis  for 
propaganda  and  educational  work  on  the  importance  of  saving;  but 
at  this  rate  it  immediately  subjects  itself  to  the  criticism  that  it  is 
not  dealing  fairly  with  such  depositors. 

The  Chairman.  In  other  words,  it  can  not  ask  cooperation  on  the 
basis  of  the  present  meager  return,  whereas  at  a  fair  return  it  would 
be  justified? 

Mr.  Hoover.  Yes. 
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The  Chairman.  I  know  that  you  have  expressed  yourself,  in  com- 
mon with  other  prominent  economists,  on  the  importance  of  addi- 
tional sayings,  and  you  feel  that  a  well-advertised  postal  savings 
system,  doing  the  fair  thing  by  its  depositors,  would  also,  in  addition 
to  saving  money  which  now  goes  to  swindlers,  produce  actual  econo- 
mies out  of  what  are  now  expenditures,  do  you  not  ? 

Mr.  Hoover.  I  believe  so.  I  believe  that  anything  that  builds  up 
the  savings  principle  in  people  is  an  actual  contribution  to  our  eco- 
nomic system  and  a  contribution  extraordinarily  badly  needed  just 
now. 

Mr.  Mkyer.  Mr.  Hywel  Da  vies,  commissioner  of  conciliation,  of  the 
Department  of  Labor,  in  the  Rocky  Mountain  mining  district  and 
in  the  oil  regions  of  California,  testified  on  Tuesday  that  he  thought 
that  it  would  have  the  advantages  that  you  have  specified ;  and  he  also 
said  he  thought  it  would  be  a  tremendous  factor  in  the  Americani- 
zation program.  You  are  familiar  with  mining  labor  conditions, 
and  I  am  sure  the  committee  would  be  glad  to  hear  your  views  on 
that. 

Mr.  Hoo\T.R.  T  think  that  problem  is  reached  by  the  postal  savings 
hank  in  a  better  way  than  by  the  commercial  banks,  because  it  is  pos- 
sible to  extend  the  banking  facilities  of  the  country  to  areas  that 
are  not  at  present  penetrated — ^by  the  use  of  the  post  office.  That 
has  been  one  failure  of  the  present  system — ^that  it  has  not  been  ex- 
tended as  it  should  have  been.  In  other  words,  there  are  many  thou- 
sands of  places  in  the  United  States  that  have  absolutely  no  banking 
farilities — small  communities  like  mining  camps,  small  industrial 
<vnters  that  are  in  the  country,  as  distinguished  from  the  town.  If 
an  adequate  rate  were  offered,  I  think  there  would  be  a  great  expan- 
sion in  the  number  of  post  offices  that  could  successfully  establish 
{»ostal  savings  facilities.  There  should  be  a  drive  to  extend  the 
penetration  to  those  outlying  areas.  That  also  has  the  great  eco- 
nomic advantage  that  it  is  not  competing  with  the  normal  banking 
>ystem  of  the  countrv,  but  is  gathering  in  more  savings. 

The  Chairman.  INlr.  Hoover,  our  mutual  savings  bank  system  here 
in  the  East,  and  our  building  and  loan  associations,  tend  to  encourage 
thrift,  and  have  done  much  in  that  direction.  Do  you  believe  that 
the  development  of  this  system  would  damage  those  institutions? 

Mr.  Hoo^•ER.  I  do  not  believe  that  it  would,  unless  the  Government 
started  out  to  compete  with  them  in  paying  a  higher  rate.  I  think 
this  latter  would  be  unjustifiable,  because  the  expansion  of  these 
\«»hintary  associations  is  certainly  the  most  advantageous  manner  of 
Hioliilizing  the  country's  capital;  but  I  do  not  think  those  institutions 
have  anything  to  fear  from  the  postal  savings  bank,  if  it  be  con- 
'Imted  with  intelligence,  and  without  any  intent  to  compete  with 
them, 

.Mr.  MErER.  With  an  intention  not  to  do  so? 

Mr.  HcKivER.  With  an  intention  not  to  compete  with  them;  yes. 

T!ie  Chairman.  Rather,  to  encourage  them,  as  well  as  to  develop 
this  system? 

Mr  Ihxn-ER.  Yes.  I  think  the  general  advancement  of  education 
n  savings,  as  a  whole,  may  be  put  forward  through  the  post-office 
fa'Mlities,  and  would  tend  to  stimulate  savings  in  all  directions,  and 
wfuild  l)enefit  the  others. 
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Mr.  Meyer.  I  expressed  the  opinion  to  the  committee  that  if  large 
funds  were  collected  through  the  Postal  Savings  System,  and  the 
Treasury  certificate  issue  materially  reduced  and  gradually  elimi- 
nated, that  the  special  uses  which  rnany  people  have,  which*  compel 
them  to  buy  Government  securities,  through  the  retirement  of  these 
Treasury  certificates  and  the  purchase  of  Liberty  bonds,  which  would 
have  to  be  made  to  replace  them  by  the  large  institutions,  would  re- 
sult in  a  very  material  enhancement  in  the  Liberty  bond  market, 
which,  in  itself,  would  be  a  desirable  thing. 

Mr.  Hoover.  Oh,  there  is  no  question  in  my  mind  about  the  great 
value  of  securing  the  migration  of  Government  securities  out  of  the 
normal  banking  system  of  the  country.  It  has  no  business  in  com- 
mercial banking.  In  other  words,  commercial  banking  should  be 
based  on  self -liquidating  paper.  We  have  had,  as  a  war  measure, 
to  practically  compel  the  banks  to  engage  in  loans  against  fixed  se- 
curity ;  and  the  sooner  that  we  can  eliminate  that  feature  of  banking, 
the  quicker  will  the  whole  industrial  finance  readjust  itself.  There 
is  a  very  fundamental  question  there  on  the  whole  structure  of  our 
banking  system.  Anything  that  will  contribute  to  taking  those  se- 
curities out  of  the  commercial  banks  will  be  an  advantage  to  the 
banks  and  to  the  country  as  a  whole. 

Mr.  Meyer.  The  Treasury  is  now  selling  war-savings  certificates. 
These  were  suitable  during  the  war,  because  the  patriot  who  was  asked 
to  subscribe  was  given  a  certificate  as  the  token  of  his  patriotic  thrift; 
but  do  you  consider  that  the  ideal  way  of  enlisting  savings  of  the 
small  people  of  the  country,  bearing  in  mind  that  thev  are  easily  lost* 
destroyed,  or  stolen  or  enticed  out  of^he  hands  of  their  owner? 

Mr.  Hoover.  I  think  that  type  of  savings  is  more  or  less  sporadic 
It  is  not  a  thing  that  could  be  built  up  and  held  as  a  continuous  opera- 
tion over  many  years. 

Mr.  Meyer.  As  matter  of  fact,  I  think  the  sales  are  much  less  than 
the  redemptions  at  the  present  time  and  have  been  for  many  months. 
Wm.  Mather  Lewis,  the  director  of  the  Treasury  savings  department, 
was  quoted  in  an  interview  the  other  day  as  saying  that  there  was  no 
need  for  extending  the  Postal  Savings  System,  because  the  war-sav- 
ings stamps  and  a  document  known  as  a  Treasury  savings  certificate, 
issued  in  amounts  of  between  $100  and  $1,000,  were  on  sale  at  numer- 
ous post  oflSces  and  banks.  Did  you  ever  hear  of  a  Treasury  savings 
certificate,  Mr.  Hoover? 

Mr.  Hoo\t:r.  Well,  I  have  not  gone  into  that  very  much.  I  know 
of  the  existence  of  it.  My  feeling  about  that  is  that  it  does  not  tap 
the  basic  thing  that  we  must  arrive  at,  and  that  is  the  encouragement 
of  the  public  to  deposit  its  money  in  something  akin  to  normal  bank- 
ing. We  do  not  gain  a  permanent  saving  habit  by  the  issuance  of 
sporadic  pieces  of  paper  under  the  impulse  of  patriotism,  which  are 
subject  to  difficulty  in  handling  and  perhaps  loss ;  moreover,  if  they 
make  a  deposit  at  a  postal  savings  bank  they  can  always  secure  the 
withdrawal  of  that  deposit. 

The  Chairman.  At  its  face  value? 

Mr.  Hoo\^R.  Yes ;  at  its  face  value ;  and  they  are  not  put  to  the  diffi- 
culties of  realization — often  at  a  loss,  as  at  the  present  time — and, 
beyond  that,  the  savings  bank  is  or  can  be  conducted  in  such  a  manner 
that  the  loss  of  one  of  its  pass  books  or  certificates  will  not  be  an  irre- 
deemable loss  of  the  deposit. 
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Mr.  Meyer.  As  a  matter  of  fact,  they  are  not  now. 

Mr.  Hoover.  Yes;  that  is  true.  There  is  no  difficulty  under  the 
present  system. 

Mr.  Meyer.  You  regard  the  post  office  as  the  proper  governmental 
institution,  do  you  not,  for  the  conduct  of  such  business,  because  prac- 
tically everyone  is  already  acquainted  with  it,  and  it  would  require 
no  new  educational  work? 

Mr.  Hoo\'ER.  It  has  the  great  advantage,  especially  in  the  more 
remote  places,  of  being  the  only  common  meeting  place  of  the  people 
as  a  whole.  They  come  there,  and  propaganda  through  that  source 
is  easy. 

Mr.  Meyer.  So  that  it  is  the  familiar  agency,  and  it  would  be  eco- 
nomical to  expand  it  into  this  particular  field,  as  compared  with  any 
other  possible  method  ? 

Mr.  Hoover.  Yes. 

Mr.  Meyer.  Also  in  your  opinion  is  not  a  savings-bank  deposit 
probably  the  most  familiar  financial  transaction  to  the  people  of 
small  means  ? 

Mr.  Hoover.  It  certainly  is. 

Mr.  Meyer.  So  that  Mr.  Hoover  agrees,  Mr.  Chairman,  that  the 
transaction  is  the  simplest  and  that  the  agency  is  the  readiest.    I  . 
think  those  are  strong  points  about  the  recommendations. 

Th€^  Chairman.  Mr.  Hoover,  you  referred  to  the  lack  of  savings- 
bank  facilities  in  mining  camps  and  the  out-of-way  places  of  the 

coimtry. 

Mr.  Iloo^-ER.  Yes. 

The  Chairman.  Having  that  in  mind,  and  also  the  disinclination 
of  the  foreigner — the  alien,  so-called — to  use  our  banking  system, 
do  vou  believe  there  is  in  this  country  to-dav  very  much  money  out 
of  circulation  because  of  being  put  away  in  stockings  and  on  shelves? 

Mr.  Hoo\'ER.  I  have  not  gone  into  a  calculation  of  the  invisible 
currency.  I  understand  it  is  a  considerable  figure — rather  larger  now 
thjin  before  the  war,  which  would  indicate  that  there  is  a  good  deal 
of  hoarding  of  money.  It  is  very  difficult  to  arrive  at,  and,  because 
of  the  doubling  of  prices,  the  amount  of  money  actually  in  circula- 
tion lias  to  l>e  very  much  increased.  I  think,  however,  that  the  great 
value  to  this  type  of  sa\dng  is  in  the  prevention  of  the  waste,  and 
the  actual  encourajrement  of  saving.  That  we  would  receive  a  larger 
proportion  of  deposits  from  the  direction  of  increased  savings  than 
from  pulling  it  out  of  the  actual  currency  that  may  be  in  stockings, 
although  that  item  should  be  very  considerable. 

The  Chairman.  In  the  mining  camps  and  in  the  parts  of  the  coun- 
try where  there  are  no  banking  facilities,  from  your  experience,  do 
tho«e  men  carry  much  money  around  with  them  ? 

Mr.  HoovKR.  Yes;  they  carry  their  money  with  them — they  have  to. 

The  Chairman.  And  they  spent  it  very  readily? 

Mr.  Hr^jvER.  Before  the  saloon  went  out  they  used  to  deposit  it 
w  itli  the  barkeeper,  but  I  do  not  know  what  they  are  doing  with  it 
now.    Formerly  they  made  actual  deposits  with  the  saJoonke(»per. 

The  Chairman,  i  ou  mean  that  they  left  their  money  there  to  be 
taken  care  of? 

Mr.  H<x>vEH.  Yes;  for  safekeeping. 

Mr.  Meyer.  And  drew  on  it  as  they  drank  ? 

Mr.  HoovEB.  Yes. 
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Mr.  Meyer.  Merely  as  a  detail  of  expansion  in  rating  a  postmas- 
ter's business,  do  you  not  think  it  would  be  sound  to  count  the  postal 
savings  business  as  part  of  the  business  on  which  his  office  is  rated  and 
his  p^y  is  based  ? 

Mr.  Hoover.  Well,  I  think  that  the  class  of  i>ostmasters  w^ho  live 
by  a  percentage  on  their  business,  must  have  some  return  from  the 
postal  savings,  if  we  are  going  to  accomplish  its  extension.  I  would 
not  wish  to  say  precisely  how  that  should  be  arrived  at,  as  it  is  a 
detail,  but  they  must  have  some  encouragement  and  some  return  for 
t)ie  effort  they  make. 

The  Chairman.  Yes. 

Mr.  Meyer.  And  you  would  think  that  if  no  credit  were  given  no 
recognition,  that  it  would  look  almost  as  if  it  were  done  for  the  pur- 
pose of  discouraging  the  business,  would  you  not  ? 

Mr.  Hoover.  I  do  not  know  that  it  would  be  done  with  deliberate 
intent  in  that  direction. 

Mr.  Meyer.  But  it  would  have  the  same  eflfect  ? 

Mr.  Hoover.  It  has  the  same  result. 

Mr.  Meyer.  Is  there  anything  more  necessarv  at  this  time,  in  vour 
opinion,  Mr.  Hoover,  than  increasing  the  savings  of  the  mass  of 
the  people  ? 

Mr.  Hoover.  I  think  it  is  vital  from  every  point  of  view.  We  have 
just  gone  through  a  period  when  we  have  not  had  that  volume  of 
savings  that  we  should  have  had.  Part  of  our  impending  difficulties, 
financial  and  industrial,  are  due  to  the  very  considerable  i:)eriod  of 
extravagance  that  we  have  just  begun  to  emerge  from. 

Mr.  Meyer.  From  the  fact  that  there  are  mulions  of  farmers,  and 
millions  of  laborers  and  people  of  small  means  throughout  the 
country  that  have  money  to-day  that  never  had  it  before — I  mean, 
until  tiie  last  few  years — is  it  not  true  that  a  great  change  has  taken 
place  ?  And  is  it  not  true  that  nothing  has  been  done  to  make  easy  ana 
attractive  to  them  a  contribution  to  the  fimd  of  national  savings?  In 
other  words,  has  not  an  entirely  new  condition  arisen,  and  have  we 
not'  entirely  failed  to  provide  the  necessary  banking  and  savings 
facilities  to  meet  that  new  condition? 

Mr.  Hoover.  Well,  that  is  true,  in  the  main.  Of  course,  there  has 
been  a  very  large  increase  in  wealth,  or,  at  least,  in  monetary  value. 
There  has  been  a  very  large  increase  in  the  bank  deposits  of  the  coun- 
try generally.  They  have  more  than  doubled ;  hut  there  is  no  doubt 
a  residue  of  people  who  have  not  been  brought  into  contact  with  bank- 
ing institutions,  who  have  actually  increased  their  wealth,  and  who 
should  be  penetrated  with  banking  ideas,  I  think  this  is  one  of  the 
best  measures  for  the  penetration  of  that  class. 

Mr.  Meyer.  I  have  nothing  further  to  ask  Mr.  Hoover,  Mr,  Chair- 
man. 

The  Chairman.  Mr.  Hoover,  I  want  to  ask  you  a  question  or  two 
along  another  line,  if  I  may.  This  committee  was  appointed  by  the 
Senate  to  inquire  into  the  whole  subject  of  thrift,  and  this  matter  of 
the  development  of  the  Postal  Savings  System  is  one  of  the  lines  we 
have  been  following  out.  We  have  also  made  some  inquiry  relative 
to  the  general  condition  of  the  plant  of  the  country,  and,  as  an  engi- 
neer, you,  of  course,  realize  the  connection  between  plant  efficiency 
and  earning  power  of  the  country ;  that  in  order  to  increase  our  pro- 
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duction  we  must  first  increase  our  means  of  production.    Have  you 
thought  of  that  any — about  increasing  our  means  of  production  i 

Mr.  Hoover.  Almost  everv  engineer  who  is  interested  in  these 
problems  in  a  broad  way  is  faced  with  this  general  fact — that  if  we 
are  ^oing  to  increase  production,  we  must  increase  the  tools  of  pro- 
duction— and  the  tools  of  production  are  increased  out  of  the  savings 
of  the  Nation.  We  thus  come  back  to  the  old  problem  of  thrift.  It 
is  a  problem  of  extreme  complexity;  we  can  not  increase  the  tools 
of  production  to  an  amount  in  excess  of  the  Nation's  needs  at  any 
given  moment;  but  bv  improvement  in  those  tools  we  constantly  re- 
duce the  cost  of  production;  but  that  improvement  must  take  place 
out  of  capital  investment;  and  capital  investment  must,  in  turn, 
represent  the  savings.  By  reductions  in  the  cost  of  production,  by 
the  improvement  of  plant,  we  strike  at  the  vital  thing  m  the  advance- 
ment of  the  entire  Nation — and  that  is  to  increase  the  number  of  com- 
modities available  for  the  total  population — in  other  words,  to  raise 
the  standard  of  living.  It  is  only  through  that  process,  by  a  decrease 
in  the  cost  of  production,  by  the  improvement  of  our  tools,  and  the 
improvement  of  our  labor,  that  we  can  go  on  making  this  constant 
advance  that  this  country  has  seen  more  than  any  other  country  in 
the  world. 

The  Chairman.  After  the  Civil  War  we  went  really  from  hand 
{♦rodurtion  to  machine  production,  and  did  the  very  thing  that  you 
suggest. 

Mr.  Hoover.  Yes. 

The  Chairman.  And  by  that  method  we  increased  the  volume  of 
production,  the  output  of 'man's  labor  increased,  perhaps,  a  hundred- 
tiild — a  thousandfold  sometimes — ^and  that  change,  of  course, 
^hanged  the  American  standard  of  living  to  the  position  it  has  occu- 

fied  all  these  years.     Now,  since  the  World  War — and  perhaps  we 
ave  not  yet  had   time — ^there  has  been  little  to  indicate  that  we  are 
increasing  the  amount  that  labor  can  produce. 

Mr.  H(H)ver.  That  varies  witli  industry.  During  the  war,  by  force 
of  circumstances  and  l)y  f  lovernment  action,  we  entirelv  changed  the 
current  of  expansion  of  the  tools  of  industry.  In  order  to  provide 
tlie  materials  that  we  consumed  in  war  we  particularly  bore  down 
UfK»n  expansion  in  transportation  and  building.  Those  are  the  two 
iiidnstries  that  have  suffered  most  as  the  result  of  the  entire  war 
Hiiivities.  Those  two  industries  have  lagged  behind,  until  to-day 
they  are  the  most  acute  situations  that  we  have  to  deal  with.  In 
many  of  the  manufacturing  industries,  such  as  the  textile  industry, 
w»»  llave  ha<l  during  the  war.  as  one^  of  the  processes  of  the  war,  a 
viT)*  large  extension  of  their  equipment,  and  so  we  have  in  other 
*^r»♦*cial  industries:  but  we  have  done  that,  and  we  have  produced  the 
ninterials  that  we  consumed  in  the  war  largely  at  the  net  cost  of 
tr.Hns|H)rtation  and  building  expansions.  Thus  those  are  the  two 
inihistries  that  demand  the  greatest  solicitude  at  the  present  moment. 
The  Chairman.  I  agree  with  you,  Mr.  Hoover,  and  we  have  l)een 
niakini;  some  inquiries  into  those  two  particular  things:  and  the 
situation  is  very  serious  in  respect  to  both  of  tliem.  It  has  been  repre- 
**nteil  to  the  committee  that  construction  work  is  handicap|>e(l  by 
numerous  building  codes  of  an  imcertain  cliaracter,  and  that  if  those 
co,Jes  were  modernized  at  least  20  pvr  cent  of  the  materials  now  going 
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into  building  could  be  saved.    As  an  engineer,  have  you  ever  given 
any  thought  to  that? 

Mr.  Hoover.  I  hesitate  to  go  into  the  details  of  that,  becatiso, 
frankly,  I  have  not  given  it  a  ^reat  deal  of  attention.  Last  winter  I 
sat  on  the  Industrial  Commission,  and  this  problem  of  the  building 
situation  or  housing  situation  came  up  to  us  as  collateral  to  the  gon- 
eral  labor  problem.  We  made  some  investigation  into  it,  to  the  extent 
of  determining  what  the  economic  difficulties  were ;  and  we  came  to 
the  conclusion  at  that  time  that  the  situation  was  one  that  really  de- 
manded an  immediate  and  extensive  inquiry  on  a  national  scale;  that 
something  on  the  order  of  a  commission  should  be  set  up  to  propose 
some  kind  of  a  program  for  remedy.  Nothing  of  the  kind  has  yet 
been  done.  The  problem  is  one  of  a  great  deal  of  complexity ;  it  is 
not  a  problem  that  concerns  New  York  City  alone ;  it  concerns  every 
city  in  the  United  States. 

Due  to  the  diversion  of  the  building-trade  labor  and  material  to 
war  purposes  prior  to  the  armistice  and  to  the  growth  of  population, 
which  has  itself  made  a  demand  for  a  million  more  houses  since 
the  war  began,  we  have  lagged  behind  in  all  quarters  of  the  country. 
That  lag  has  produced  a  situation  more  acute  in  the  cities  than  in 
the  country,  for  the  reason  that  the  great  extension  of  our  indus- 
trial activities  during  the  war  tended  to  draw  the  population  from 
the  country  into  the  towns,  thus  rendering  the  town  situation  doubly 
acute.  It  is  a  condition  that  has  continued  since  the  armistice  be- 
cause, as  a  Nation,  we  have  been  engaged  in  a  very  large  export 
trade  in  manufactured  goods  as  the  result  of  the  deficiencies  of 
European  production;  and  that  has  tended  to  continue  the  same 
condition  in  production  of  consumable  goods  that  existed  by  virtue 
of  war  necessity.  With  the  gradual  recuperation  of  Europe  and 
the  extension  of  their  export  activities  into  markets  that  we  have 
hitherto  been  penetrating  without  much  competition  we  will  un 
doubtedlv  witness  a  slackening  in  our  export  demands.  One  result  of 
this  will  be,  perhaps,  over  a  lon^  period  of  time  to  decrease  the  rush  of 
population  into  industry  as  distinguished  from  agriculture.  That, 
however,  does  not  answer  the  immediate  situation  of  the  great  short- 
age in  housing  all  over  the  coimtry.  We  have  an  insufficient  produc- 
tion in  the  building  trades,  either  in  material  or  labor,  to  overcome  the 
accumulated  deficiencv  plus  our  necessarv  annual  increment.  It  is  a 
problem  as  to  the  detailed  solution  of  such  I  have  little  to  oflfer.  but  I 
consider  it  is  a  problem  that  demands  a  definite  national  program. 

The  Chairman.  The  question  that  T  addressed  to  you  had  in  mind 
particularly  the  modernizing  of  the  building  codes.  I  have  inrited 
several  gentlemen,  or  a  number  of  gentlemen,  who  have  had  a  wide 
experience  in  that  subject  to  come  here  and  join  with  us  in  making 
some  practical  suggestions  to  the  authorities  of  the  several  cities  of 
the  country.  It  may  be  possible,  with  our  present  knowledge  of  the 
strength  of  building  materials,  etc.,  to  redraft  the  codes,  so  that  we 
might  cut  down  the  cost  of  building  a  great  deal. 

Mr.  Hoover.  Certainly  it  woulabe  of  assistance  if  there  were  a 
great  deal  more  uniformity  over  the  country  in  those  matters  than 
there  is  now. 

The  Chairman.  Mr.  Hoover,  there  has  been  much  complaint,  of 
course,  by  men  who  were  anxious  to  get  capital  for  industry,  that 
our  excess-profits  taxes  and  our  high  surtaxes  have  tended  to  keep 
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capital  out  of  investment  in  the  physical  development  of  the  country. 
Have  you  given  any  thought  to  that  proposition  ? 

Mr.  Hoover.  I  have  no  doubt  that  the  economic  effect  of  the  excess- 
profits  tax,  mor«  esi)ecially  on  the  industries  revolving  around  the 
extension  of  our  national  plant  and  equipment,  is  all  wrong,  and  it 
IB  having  a  most  serious  effect.  The  excess-profits  tax  is  not  a  tax 
on  profits;  it  is  a  method  of  collecting  taxes  from  the  consimier 
through  the  manufacturing  and  business  agencies  of  the  country. 
When  we  pass  on  a  tax  of  that  kind  to  the  cost  of  buildings,  we  have 
laid  a  permanent  charge  on  the  country  with  respect  to  its  plant  and 
equipment.  It  is  a  tax  on  capital,  in  effect,  so  that  it  does  require 
not  only  for  that  reason  but  for  many  other  reasons  an  entire  remedy. 

The  Chairman,  I  agree  with  you,  Mr.  Hoover.  The  other  day 
Mr.  Otto  Kahn,  before  this  committee,  said  that  now  there  are  ubout 
$14,000,000,000  worth  of  tax-exempt  securities,  which  is  about  two 
and  one-half  times  as  much  as  there  were  before  the  war.  He  says, 
of  course,  this  large  volume  of  tax-exempt  securities  attracts  men  of 
large  incomes ;  and,  on  the  other  hand,  when  they  can  not  get  out  of 
the  tax  in  that  way,  they  are  putting  it  onto  the  price  and  passing  it 
on  to  the  next  man. 

Mr.  Meykr.  Of  course,  that  also  stimulates  it  by  making  especially 
<*5isy  the  expenditures  of  public  corporations  like  States  and  cities, 
which  is  not  always  the  most  productive  kind  of  expenditure.  You 
are  as  familiar,  perhaps,  as  anyone  else  in  this  country  with  the 
needs  of  Europe  and  the  devastated  areas  of  the  disorganized 
countries,  and  you  are  familiar  with  the  dire  necessities  that  imme- 
diately confront  Europe  for  reconstruction.  Therefore  at  tlie  present 
lime  when  we  need  to  produce  what  is  required  .for  consumption  in 
this  country  and  for  the  increase  in  plant,  is  it  not  true  that  the 
ci\  ilized  world  in  Europe  is  dependent  upon  our  help  as  never  before, 
and  that  whatever  can  be  done  to  mobilize  our  capital  in  the  most 
♦•ffi^Ment  and  effective  way  and  to  increase  our  savings  has  a  tremen- 
dous effect,  has  it  not,  in  the  light  of  the  European  necessities  and 
the  value  to  ourselves^  in  helping  them  to  get  on  their  feet  ? 

Mr.  Hoover.  Oh,  1  think  that  is  perfectly  sound,  as  a  generaliza- 
tion. The  details  of  that  problem  are  of  the  most  complex  character 
and  difficult  order,  however. 

Mr.  Meyer  Well,  you  know  that  the  French  Government  had  a 
loan  falling  due  here  about  the  middle  of  October  of  $250,000,000, 
and  that  thev  had  to  pay  9^  per  cent  for  a  renewal  of  only  40  per 
^nt  of  the  loan  and  were  compelled  to  pay  off  60  per  cent  of  it. 
That  shows  dearth  of  capital  not  only  for  our  own  needs  but  in  order 
to  aid  Europe  even  in  the  smallest  degree. 

ilr.  Hoo^-ER.  It  also  enters  into  our  economic  situation,  from  the 
f.i-'t  that  they  come  here  and  compete  with  our  own  capital  renuire- 
njcnts  for  money,  and  in  their  desperate  situation  they  are  bidding 
|ip  the  rate  of  interest,  and  the  only  solution  for  that  situation  is 
increased  savings  all  over  the  world. 

The  Chairman.  It  has  been  suggested  to  the  committee  that  cer- 
tain classes  of  freight  cars  of  the  railroads  should  be  pooled  in  a 
holding  comnany,  operated  somewhat  as  the  Pullman  Car  Co.  is 
operated.  Have  you  ever  thought  of  that  as  a  method  of  working 
otit  of  our  freight  transportation  situation? 
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Mr.  Hoover.  I  had  to  give  some  thought  to  that  during  the  period 
of  the  war,  and  the  cars  devoted  to  handling  of  perishable^ — special 
types  of  cars,  refrigerator  cars  in  particular — I  believe  should  be 
mobilized,  because  the  demand  for  those  cars  and  {he  large  service 
required  to  care  for  and  ice  them  varies  with  the  seasons  in  different 
parts  of  the  country.  The  result  is  that  if  a  given  railway  company 
has  the  equipment  of  such  character  sufficient  to  take  care  of  its  own 
nlaximum  traffic,  it  has  many  cars  lying  idle  at  certain  other  portions 
of  the  year.  There  is  need  of  national  mobility  in  the  whole  trans- 
portation of  refrigerated  products.  The  present  shortage  is,  in  fact, 
one  of  the  contributing  costs  to  marketing  perishables  all  through 
the  country. 

At  that  time  we  recommended  several  times  that  the  refrigerator 
cars,  especially,  ought  to  be  put  into  some  kind  of  combined  opera- 
tion, similar  to  the  r^uUman  cars,  in  the  interest  both  of  the  railway 
companies  and  of  the  public.  I  doubt  whether  that  aj)plies  to  all 
other  classes  of  cars,  however,  because  they  do  not  require  the  sup- 
plementary services  needed  by  refrigeration. 

The  Chairman.  The  railroads  now,  acting  through  their  executive 
committees,  are  directing  the  movement  of  their  cars  throughout  the 
country  so  as  to  utilize  them  in  the  best  possible  manner.  As  you 
suggest^  the  aftermath  of  the  war  has  left  them  in  great  difficulty, 
because  they  have  not  expanded  their  facilities  as  the  needs  of  the 
country  have  required. 

Mr.  Hoover.  The  railways  are  probably  short  half  a  million  cai's, 
and,  with  our  car-building  capacity,  it  will  take  some  years  to  over- 
take that  shortage  and  at  the  same  time  maintain  the  annual  incre- 
ment and  wastage. 

The  Chairman.  You  referred  a  moment  ago  to  the  fact  that  trans- 
portation and  building  construction  were  two  great  problems  that 
the  country  has  to  face  now.  Would  you  think  it  advisable  to  give 
priority  for  the  transportation  of  building  materials  to  food  and 
luel,  under  the  circumstances? 

M.r.  Hoover.  Well,  I  have  serious  doubt  as  to  whether  or  not*any 
scheme  of  priorities  in  transportation  does  not  create  so  manj^  diffi- 
culties in  the  actual  operation  of  the  railroads  as  to  lower  their  total 
efficiency  to  a  point  that  does  not  warrant  it.  The  experiences  we 
had  with  priorities  during  the  war  were  such  as  I  do  not  think  any- 
one would  want  to  return  to  them,  except  in  a  time  of  positive  des- 
peration. Our  railway  transportation  is  totally  inadequate,  and  we 
need  to  consider  the  transportation  of  the  country  as  a  problem  on 
the  whole,  not  only  rail  but  water  as  well.  One  problem  that  New 
York  State  has  is  to  secure  the  great  relief  that  would  be  afforded 
by  a  more  rapid  completion  of  the  Erie  Canal.  That  canal  is  only 
handling  about  a  million  tons  of  freight  per  annum  now.  or  some- 
where thereabouts.  It  should  handle  10,000,000  tons.  One  of  the 
prime  difficulties  in  our  transportation  situation  is  the  congestion  at 
the  Allegheny  gateways.  The  P>ie  Canal  is  a  direct  relief  to  that 
neck  of  the  bottle,  and  would  be,  if  it  were  put  into  adequate  opera- 
tion, a  very  gi-eat  benefit  to  the  whole  building  situation  in  New 
York,  as  it  would  open  up  the  Great  Lakes  for  direct  contact  with 
the  city. 

The  Chairman.  I  am  very  glad  that  you  said  that,  Mr.  Hoover, 
because  we  have  made  some  study  of  that  subject  here  in  this  com- 
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mittee,  and  we  find  that  to-day  there  is  less  freight  going  through 
that  canal  than  there  was  in  the  mule-drawn  days  30  or  40  years  ago. 
Xew  York  State  has  spent  over  $130,000,000  ol  the  people's  money, 
and  we  have  a  great  waterway,  free  to  everybody  who  wants  to  use 
it,  with  locks  and  everything  else,  and  still  our  business  men  have 
not  attempted  to  utilize  it  to  any  great  extent. 

Mr.  Hoover.  The  difficulty  has  been  that  the  canal  was  designed 
for  12^  feet,  and  it  has  not  reached  that  depth  throughout  its  length. 
For  economical  power  transportation  on  tne  canal  we  require  fully 
that  depth.  In  any  event,  people  are  not  going  to  build  barges  that 
are  designed  for  8|.  feet  of  depth,  when  they  have  a  prospect  of  12 
feet  in  front  of  them ;  they  are  holding  off  in  their  construction  of 
barges  pending  assurance  of  the  completion  of  the  canal. 

The  Chairman.  I  was  under  the  impression  they  had  completed 
it  to  12  feet  depth. 

Mr.  Mkyer.  There  are  several  points  where  they  have  not  reached 
that  depth. 

Mr.  Hoo\'er.  There  are  some  humps  in  the  canal,  I  am  told,  that 
are  not  as  yet  excavated. 

The  Chairman.  The  Eailroad  Administration  built  some  vessels 
and  operated  them  on  the  canal  during  the  last  few  months  of  the 
control  of  transportation,  but  when  the  railroads  were  given  back  to 
their  owners  for  operation  the  operation  of  that  canal  was  given  over 
to  the  War  Department.  Our  local  interests  here  wanted  to  get  rid 
of  the  War  Department  as  operator  of  the  canal,  but  they  wanted  to 
kee«p  the  barges  that  the  War  Department  owned  until  some  other 
people  could  provide  facilities,  but  I  agree  with  you  that  there  is  a 
trreat  opportunity  for  the  advancement  of  Xew  York  and  of  the 
whole  country  in  that  v»'ay  by  relieving  the  railroad  transportation 
situation. 

Mr.  Hoover.  That  whole  canal  question  is  of  enormous  importance, 
in  view  of  the  increase  in  the  railroad  rates.  These  increases  mean  a 
(Infinite  increase  in  the  cost  of  food  in  New  York,  as  well  as  raw  mate- 
rials, if  the  canal  can  not  be  gotten  quickly  into  operation  and  on  a 
hirire  scale.  The  canal  needs  terminal  facilities  as  well  as  the  com- 
pletion  to  its  depth;  and,  of  course,  one  of  the  perennial  problems  of 
N.*%v  York  City  is  the  lack  of  terminals  for  its  food  distribution. 

Tlie  Chairman.  New  York  City,  somehow  or  other,  has  not  awak- 
pti^d  to  the  fact  that  unless  something  is  done  about  terminal  facili- 
\h*>  very  soon  it  will  lose  the  advantage  of  the  great  volume  of  busi- 
n»*-s  coming  into  this  port. 

Mr.  Ho4>vER.  Of  course,  one  effect  of  this  con<rcstion  of  traffic 
•inoind  the  AUegheny  gateways  is  to  (h'ive  a  irivat  many  industries 
an  ay  from  the  Athmtic  seaboard  to  points  inland:  and  Xew  York 
I  :!•*  »  very  vital  interest  in  securing  the  early  o})eration  of  the  canal 
in  an  efficient  way  for  that  reason  alone. 

The  CuAHtMAX.  Mr.  Hoover,  may  I  rcveit  again  to  the  liou>ini2: 
-;»ortap».  and  ask  you  just  what  you  think  tlu»  value  of  le<rislati(m 
i.ri  tliis  wuhjtH-t  would  Im»^  At  Albany,  now.  tlicy  are  considcrintr  this 
«••  l.«»le  problem.  It  has  b<»eii  propo>e<l  that  wc  cxenijit  from  tlie  State 
1 1. •  OHM'  tax  the  inc'r)iiu»  from  mortgage>  «)n   hmI  estate.     Tliat,  of 

•  .Mir>»».  wonld  not  anionnt  to  very  much — our  income  tax  is  *2  per 

•  ••nt — hut  it  would  mean  a  great  deal  if  tin*  F(Mli*ral  (lovernnicnt,  fol- 
]'»ningthe  example  of  the  State,  wouM  relieve  from  all  Federal  taxa- 
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tion  the  income  on  real  estate  mortgages.  What  would  you  think 
of  legislation  of  that  character  ? 

Mr.  Hoover.  I  have  not  given  the  subject  sufficient  thought  to  make 
a  full  answer.  My  first  thought  is  an  objection  to  any  relief  from 
the  income  taxes  at  all.  I  believe  it  is  one  of  the  most  just  and  effi- 
cient methods  of  taxation ;  and  I  would  even  go  so  far  as  to  try  to 
devise  methods  to  overcome  the  handicap  of  these  tax-exempt  securi- 
ties on  the  present  income-tax  exemption  lists.  I  would  hate  to  see 
a  departure  from  the  income  tax  as  a  national  basis  of  taxation. 

The  Chairman.  Then,  you  would  not  favor  exemptions  of  any 
character?    You  would  not  favor  the  extension  of  exemptions? 

Mr.  Hoover.  I  am  not  sure  how  far  one  does  not  want  to  make  use 
of  methods  of  that  character,  to  meet  a  purely  temporary  emer- 
gency ;  and  I  would  hesitate  to  speak  on  it  without  more  thought. 

The  Chairman.  It  is  a  subject  that  one  would  wish  to  study  care- 
fuUv  before  passing  an  opinion  on  it. 

Mr.  Hoover.  Yes. 

The  Chairman.  I  quite  agree  that  it  is  unwise  to  specifically 
exempt  any  particular  line  of  business  or  any  financial  investments, 
and  I  would  only  agree  to  exemption  for  housing  if  there  were  a 
very  great  emergency.  •  Just  now,  of  course,  there  is  no  mortgage 
money  at  all,  either  here  or  in  any  of  the  other  large  cities,  except 
that  which  comes  through  the  savings  banks  and  the  building  and 
loan  associations.  Men  of  large  income  are  taking  their  money  out 
of  mortgages,  because  with  these  heavy  income  taxes,  they  only  net 
1  or  2  per  cent  upon  their  investments  in  securities  of  that  character. 

Mr.  Hoover.  I  would  rather  see  something  on  the  order  of  the 
farm-loan  bank  extended  to  home  builders  than  to  begin  to  infringe 
on  the  income-tax  system. 

The  Chairman.  1  have  introduced  a  bill  that  provides  for  the 
establishment  of  a  home-loan  banking  system  somewhat  in  line  with 
the  farm-loan  system;  but  there,  again,  in  order  to  make  the  bonds 
of  the  home-loan  system  salable  you  would  have  to  exempt  those 
bonds  from  taxation;  and  the  argument  is  advanced  that  the  rich 
man  takes  advantage  of  that  by  investing  in  those  securities,  and 
thereby  escapes  taxation  again. 

Mr.  Hoover.  I  think  probably  the  American  people  are  ingenious 
enough  to  overcome  that  tendency  of  the  richer  people  to  invest  in 
tax-exempt  securities  and  still  protect  the  small  investor.  I  do  not 
believe  we  need  to  give  up  on  that  problem,  and  I  think  we  ought  to 
go  at  it  and  find  methods  for  indirect  recovery  of  exemptions. 

The  Chairman.  Perhaps  a  modification  of  our  whole  taxing  sys- 
tem would  attract  to  mortgage  investment  sufficient  means  to  take 
care  of  that  situation.  If  we  should  dispose  of  these  heavy  surtaxes 
and  devise  some  other  means  for  raising  money  for  the  support  of 
the  Government  without  relieving  any  specific  investment 

Mr.  Hoover  (interposing).  Of  course,  the  advantage  of  a  struc- 
ture something  along  the  line  of  the  farm-loan  bank  is  that  it  opens 
to  the  smaller  investor  an  avenue  of  mortgage  investment,  whereas 
under  the  present  system  he  has  little  opportunity  of  contact  with 
that  form  of  investment.  There  is  no  distribution  of  risk  and  there 
is  no  assurance  of  return.  A  great  deal  of  the  difficulty  of  securing 
that  form  of  investment  on  a  large  scale  is  experienced  except  through 
the  savings  banks. 

Mr.  Meyer.  And  the  building  and  loan  associations? 
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Mr.  Hoover.  Yes. 

Mr.  Meyer.  Would  not  an  attempt  to  establish  such  an  institution 
meet  with'  objection  on  the  part  of  tne  buildinffand  loan  associations, 
just  as  the  proposition  for  tne  extension  of  the  I^ostal  Savings  System 
has  met  with  objection  from  the  savings  institutions  ? 

Mr.  Hoover.  I  am  not  sure,  and  it  would  require  a  good  deal  of 
study ;  but  it  is  perfectly  possible  to  make  such  an  institution  as  men- 
tioned even  contribute  to  the  strength  of  the  building  and  loan 
associations.  , 

The  Chairman.  I  recognize  that. 

Mr.  Hoo^^:R.  In  other  words,  the  building  and  loan  societies  them- 
selves might  be  able  to  take  advantage  of  such  a  system  as  that  with 
good  results. 

The  Chairman.  The  bill  now  pending  in  the  Senate  takes  into  con- 
sideration the  building  and  loan  association  in  forming  the  home  loan 
banking  system,  in  line  with  your  suggestion. 

There  is  a  bill  pending  at  Albany  which  may  be  effective.  This 
bill,  if  enacted,  would  give  to  the  local  city  authorities  in  the  State 
a  right  to  exempt  from  local  taxation,  for  a  period  of  10  years,  new 
buildings  erected  exclusively  for  dwelling  purposes.  A  subsidy,  of 
course,  but  if  there  is  a  real  wnergency  to  be  met  that  is  one  way  of 
giving  it.  In  England  to-day,  I  am  told — and  perhaps  you  know 
about  it,  because  you  have  studied  the  problems  there  more  than  •! 
have— the  Government  will  meet  one-third  of  the  cost  of  all  new 
^construction,  if  the  people  will  only  go  out  and  build  houses. 

if r.  Hoover.  Yes ;  they  have  gone  further  in  that  direction  than 
I  think  is  economically  sound;  out  there  is  no  question  that  some- 
thing needs  to  be  done  to  cover  this  emergency.  However,  I  would 
not  want  to  pass  on  the  measures,  because  I  nave  not  given  it  any 
particular  study.    I  am  glad  to  see  that  the  legislature  is  confronting 

the  issue. 

The  Chairman.  When  we  passed  the  shipping  bill  recently  we  had 
a  provision  in  that  bill,  which  was  quite  a  departure  in  congressional 
action,  in  which  we  exempted  from  the  excess-profits  tax  all  income 
derived  by  American  ships  in  the  foreign  trade,  provided  the  profits 
exempted  from  the  excess-profits  taxes  were  invested  in  the  building 
of  new  ships^  always  provided  also  that  in  the  building  of  the  new 
ships  one-half  of  the  capital  should  be  new  capital.  Now,  we  might 
say  to  the  builder,  in  order  to  stimulate  building,  "Go  ahead  and 
biiild  houses,  and  we  will  not  charge  you  any  taxes  on  the  money 
that  you  make  if  you  will  reinvest  it  in  new  houses,"  and  limit  that 
to  five  vears. 

Mr.  jTot)VER.  I  should  imagine  that  the  preference  would  go  by  the 
^wiard  with  the  abolition  of  the  excess-profits  tax.  It  seems  to  me 
thai  the  whole  country  is  demanding  that.  I  would  like  to  see  a 
national  commission  called  to  consider  this  whole  housing  question. 
h  IS  just  as  acute  elsewhere  as  it  is  in  New  York,  and  if  each  city 
attempts  t<)  solve  it  by  methods  of  its  own,  there  may  be  created  a 
competition  l)etween  cities,  due  to  a  shortage  of  material  or  a  short- 
*  air**  of  labor,  that  will  defeat  their  objects.  In  other  words,  I  do  not 
U'lieve  that  the  problem  can  l)e  handled  solely  by  one  city. 

The  Chairman.  That  is  true ;  and  this  committee  has  had  hearings 
in  Baltimore,  Philadelphia,  Boston,  and  in  this  city,  and  will  in  the 
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course  of  two  or  three  weeks  hold  hearings  in  some  of  the  western 
cities.  We  have  had,  as  the  result  of  our  inquiry  into  this  subject 
in  the  past  two  months,  committees  organized  in  several' large  ceu- 
ters,  of  men  interested  in  the  building-material  situation  and  in 
building  construction,  and  they  are  cooperating  with  the  representa- 
tives of  the  railroads.  For  instance,  here  in  New  York  we  have  a 
committee,  and  we  are  dealing  with  Mr.  Truesdale,  who  represents 
the  railroad  executives,  and  in  Boston  it  is  some  one  else,  and  in 
Baltimore  some  one  else,  and  in  Chicago,  Seattle,  and  San  Francisco 
the  same;  and  we  are  doing  a  great  deal  to  get  building  materials 
through,  and  we  believe  that  is  helping  a  great  deal. 

Mr.  Hoo\TER.  That  is  constructive. 

The  Chairman.  It  is  really  a  great  national  question,  to  be  dealt 
with  as  such. 

Mr.  Miller.  Mr.  Hoover,  had  we,  by  directing  credit,  placed 
capital,  in  cars  and  rail  and  dock  facilities — for  instance,  at  Hamp- 
ton Roads  during  the  past  two  years — we  might  to-day  be  exporting 
coal  and  supplying  the  great  needs  of  Europe  at  moderate  rates,  and 
that  without  handicapping  our  industries  in  this  country  or  handi- 
capping our  construction  program  as  it  has  been  handicapped  during 
the  months  of  June,  July,  and  August  of  this  year  through  priority 
orders  issued  by  the  Interstate  Commerce  Commission,  giving  prefer- 
ence to  the  shipment  of  coal  and  decreeing  that  certain  equipment 
shall  be  used  exclusively  for  coal-carrying  purposes.  Instead  of 
using  our  capital  for  constructive  purposes  during  the  past  two  years, 
we  have  used  it  for  producing  goods  that  have  been  consumed  and 
which  have  now  passed  away ;  and  to-day  we  are  selling  coal  to  Euro- 
pean countries  at  prices  which  thev  regard  as  very  high,  and  we  are 
paying  very  high  prices  here,  while  our  industries  are  being  tied  up 
not  only  by  the  want  of  coal  but  by  difficulties  in  getting  transpor- 
tation. 

Have  you  any  other  suggestion  than  the  extension  of  the  Postal 
Savings  System  in  mind,  as  to  how  capital  might  be  directed  into 
plant  development? 

Mr.  Hoover.  Frankly,  I  have  not.  The  drawing  of  capital  into 
plant  investment  or  the  creation  of  capital  for  plant  investment,  to 
put  it  in  another  way,  is  purely  a  question  of  savings.  The  Postal 
Savings  System  is  only  one  item  that  might  help  in  that ;  but,  funda- 
mentally, since  the  armistice  we  have  oeen  in  an  orgy  of  useless 
expenditures. 

We  have  used  our  producing  capacity  in  the  production  of  mate- 
rials that  contributed  to  a  considerable  degree  to  luxury,  and  we  have 
not  only  consumed  our  savings,  but  we  have  built  a  lot  of  producing 
capacity  for  things  that  are  not  vital.  That  has  been  one  of  the 
results  of  the  war — one  of  the  worst  results.  There  has  been  a  change 
in  that  regard  in  the  country  latterly,  I  am  convinced.  I  beliei'e  if 
we  had  had  a  series  of  reconstruction  programs  well  developed  and 
arranged  in  each  direction  we  might  have  forefended  some  of  these 
things ;  but  as  things  stand,  we  can  not  look  back ;  we  have  got  to  look 
ahead. 

The  Chairman.  The  countrv  has  done  verv  little  in  the  way  of 
drawing  the  attention  of  the  people — the  (Government  at  Washington 
is  perhaps  to  blame — but  we  have  done  very  little  to  draw  the  atten- 
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tion  of  the  people  of  the  country  to  these  things,  while  Europe  has 
made  some  progress  along  that  line? 

Mr.  Hoover.  I  do  not  believe  they  have  done  much  better  than  we 
have  in  that  respect.  One  of  the  reflexes  of  the  war  was  the  relaxation 
from  great  endeavor  and  from  great  saving  all  over  the  world,  and 
there  has  been  pretty  generally  an  orgy  of  spending.  It  lias  been  one 
of  the  things  that  has  defeated  reconstruction.  I  can  only  put  it  down 
as  one  of  the  penalties  that  we  pay  for  war,  as  a  whole. 

Mr.  Miller.  It  is  not  too  late,  perhaps,  now  to  lay  down  such  a 
proffram  of  reconstruction,  is  it  ? 

\Ir.  Hoover.  It  is  one  of  the  things  that  we  need  more  than  any- 
thing else — a  definite  program  or  reconstruction,  covering  not  only 
matters  of  finance  but  matters  of  labor.  The  whole  industrial  prob- 
lem is  as  vet  untouched — the  industrial  relationship.  We  also  have 
great  problems  of  transportation  and  great  problems  of  housing, 
which  you  have  been  discussing,  and  problems  of  agriculture,  all  of 
which  demand  some  definite  national  program  rounded  out  and  in- 
terrelated with  each  other. 

Mr.  Miller.  In  their  essentials,  would  not  those  programs  involve 
the  "allocation"  of  capital  and  labor  to  the  things  that  are  most 
necessary 

Mr.  Meyer  (interposing).  "  Direction,"  perhaps  vou  mean? 

Mr.  Miller.  Yes ;  I  should  have  said  "  direction.^' 

Mr.  Hoover.  I  believe  that  we  should  have  such  program?,  and  if 
we  had  definite  construction  policies,  such  agencies  as  the  Federal 
reserve  bank,  in  the  influence  that  it  has  over  the  direction  in  which 
capital  flows,  could  have  had  a  great  deal  more  influence  toward 
those  directions  than  they  have  to-day.  If  we  had  such  a  program 
set  before  us  to-day,  the  Federal  reserve  and  the  banks  would  no. 
doubt  be  greatly  guided  by  it  in  the  practical  application  of  capital ; 
in  other  words,  in  the  allocation  of  capital  to  necessary  as  against 
nonessential  activities. 

Mr.  Meter.  Is  it  not  true  that  during  the  war  the  people  of  this 
and  other  countries  were  compelled  to  submit  to  an  unusual  degree 
of  governmental  control,  as  they  called  it,  in  directions  where  they 
ha cT  never  experienced  it  before,  and  that  there  was  a  great  reaction 
after  the  armistice  to  get  free  from  all  sorts  of  governmental  controH 
And  is  it  not  true  that  while  it  would  have  been  advisable  for  the 
(iovemment  to  have  entered  upon  a  reconstruction  program  which 
would  have  implied  a  certain  continuance  of  governmental  regulation 
in  a  limited  way  and  in  certain  directions,  the  people  of  the  country, 
in  the  psychology  of  getting  away  from  governmental  control,  were 
not  really  in  a  frame  of  mind  to  back  up  such  a  program  ?  It  appears 
that  srjniie  of  these  matters  are  of  such  universal  popular  interest  that 
nnly  the  (lovernment  can  carry  out  the  programs  of  reconstructicm 
in  a  comprehensive  wav  as  quickly  as  is  necessary,  and  that  we  will 
have  to  return  a  little  \nt  to  the  idea  of  (Tovernment  direction  over 
•-irfiic  of  the  tilings  where  until  the  war  we  have  never  had  it  before 
^nd  where  the  people  have  rejected  it  since  the  armistice. 

Mr.  Hoo\xR.  1  am  not  at  all  certain  that  a  series  of  reconstruction 
f»n»grams  necessarily  involves  a  return  to  the  form  of  control  that  we 
hsd  during  the  war.  Mv  own  belief  is  that  if  we  knew  where  we 
<»iight   to  go  then   moral   pressure,  the  acticm   of  local   communi- 
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ties,  the  policies  of  our  industries,  the  action  of  our  banking  system 
as  a  whole,  could  meet  such  a  definite  program  before  it,  have 
brought  about  a  large  part  of  the  results  that  were  desired.  I  believe 
these  forces  could  bring  them  about  in  the  future  without  the  intro- 
duction of  such  control  measures  that  were  resorted  to  during  the 
war. 

Mr.  Meyer.  I  did  not  mean  "  control "  in  the  full  sense  of  the 
word,  but  I  meant  central  direction.  As  a  matter  of  fact,  in  your 
own  Food  Administration  you  did  not  control  except  in  the  way  that 
you  are  now  describing,  and  which  vou  now  think  would  be  suitable 
for  the  reconstruction  program,  if  it  had  the  cooperation  of  the 
people  and  the  industries,  with  direction  from  a  central  point? 

Mr.  Hoover.  Yes;  and  that  is  why  I  continued  to  insist  that  we 
need  a  definite,  well-rounded  program,  and  I  believe  that  our  people 
will  work  to  a  program,  if  it  is  once  enunciated.  Its  enforcement  only 
need  be  educational,  together  with  the  indirect  pressure  that  can  he 
brought  to  bear  upon  it,  without  the  imposition  of  that  degi'ee  of 
governmental  restriction  that  we  had  during  the  war. 

Mr.  Miller.  As  an  illustration  of  the  need  of  direction,  one  of  the 
newspaper  men  has  drawn  our  attention  to  the  fact  that  44  per  cent 
of  the  number  of  the  national-bank  deposits  in  New  York  State  are 
time  deposits. 

Mr.  Meyer.  Time  deposits  ? 

Mr.  Miller.  Yes ;  time  deposits.  And  that  they  are  being  drawn 
into  commercial  uses  by  the  extra  compensation  that  commercial  uses 
offer.  Now,  if  proper  direction  were  given,  that  long-term  money 
might  go  to  its  proper  place — to  long-term  investment  ? 

Mr.  Hoover.  Yes;  long-term  money  fundamentally  should  go  to 
investment  in  plant  and  equipment. 

Mr.  Miller.  Yes.  It  has  been  said  that  $2,000,000,000  of  savings 
are  in  the  savings  departments  of  national  banks  and  on  long-term 
deposit  and  yet  are  being  used  for  shore-term  purposes,  and  some 
argue  that  this  is  in  violation  of  the  A,  B,  C  of  sound  banking. 

Sir.  Hoover.  I  think  it  fundamentally  is.  At  the  same  time  we  have 
imposed  upon  the  banks  the  necessity  of  carrying  some  two  or  three 
billicms  of  fixed  securities  from  the  Government.  On  the  other  hand, 
we  must  march  step  by  step  on  both  sides  to  return  the  banking  sj's- 
tem  to  its  real  functions  of  commercial  banking. 

Mr.  Meyer.  Which  gets  back  to  saving? 

Mr.  Hoover.  Yes.  • 

Mr.  Meyer.  I  estimate  that  the  banks  own  and  have  loans  on  Gov- 
ernment securities — there  are  no  exact  figures  obtainable,  but  it  would 
appear  that  it  is  between  three  and  ^  half  and  four  thousand  million 
dollars. 

The  Chairman.  Mr.  Hoover,  the  committee  wishes  to  thank  you 
very  much  for  coming  here,  and  I  would  like  to  say  to  you  that  this 
coinmittee  has  very  wide  power  in  the  scope  of  its  inquiry  into  all 
matters  of  thrift  and  reconstruction,  and  that  I  contemplate  being 
able  to  jrive  quite  some  time  to  going  into  these  important  questions. 
I  would  be  very  much  pleased  if  you  would  communicate  to  the  com- 
mittee suggestions  as  to  inquiries  which  would  be  helpful  in  develop- 
ing some  of  your  ideas. 

ilr.  Hoover.  I  would  be  very  glad  to  be  of  any  service  that  I  can. 

The  Chairman.  Thank  you. 
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Mr.  HooA-ER.  I  should  think  that  if  your  powers  of  inquiry  are 
wide  enough  it  would  be  well  to  extend  your  inquiry  to  the  question 
of  the  reconstruction  of  the  departments  in  the  Federal  Govern- 
ment. That  is  one  of  the  most  immediate  problems.  We  have  the 
most  antiquated  organization  and  administration  in  (lovernment 
that  we  have  in  any  kind  of  activity  in  the  United  States — and  that 
is  not  a  credit  to  our  skill  and  intelligence. 

The  CHAIR3.JAN.  I  shall  carefully  examine  the  resolution  authoriz- 
ing the  committee  to  see  if  we  can  go  into  that.  I  thank  you  for  the 
suggestion. 

Mr.  Hoover.  There  is  a  tremendous  saving  possible  there,  and  the 
situation  is  the  result  of  a  hundred  years  of  accumulation  of  poor 
administrative  organism. 

The  Chairman.  I  have  been  in  Washington  16  years,  and  1  quite 
agree  with  you. 

Mr.  Hoover,  And  it  is  pertinent  now  because  during  the  war  we 
experienced  in  a  most  vivid  manner  its  terrible  weaknesses,  and  we 
know  now  what  those  weaknesses  are,  perhaps,  better  than  ever 
before. 

The  Chairman.  The  Chair  wishes  to  announce  that  Mr.  Clarkson 
Potter,  a  member  of  the  firm  of  W.  E.  Compton  &  Co.,  investment 
bankers,  of  St.  Louis  and  New  York,  will  appear  here  to-morrow  at 
half  past  10  in  connection  with  the  postal-savings  bank  extension. 

On  Monday  next  Mr.  Ingals  Kimball,  of  the  American  Bankers' 
A«»sociation,  who  has  criticized  Mr.  Meyer's  suggestion  for  the  exten- 
sion of  the  Postal  Savings  System,  will  also  be  here  as  a  witness. 

The  committee  will  now  stand  adjourned  until  to-morrow  morning 
at  half  past  10. 

(Whereupon,  at  11.20  o'clock  a.  m.,  the  committee  adjourned  until 
Friday,  September  24, 1920,  to  meet  again  in  the  same  place  at  10.30 
o'clock  a.  m.) 
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FBIDAY,  SEPTEMBEB  24,  1920. 

United  States  Senate, 
Select  Committee  on  Reconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  sixteenth  floor,  Engineering  Societies  Building,  29  West 
Thirty-ninth  Street,  at  10.30  o'clock  a.  m. 

Present :  Senator  Calder  (chairman) ;  also  Messrs.  Franklin  T. 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

STATEMENT  OF  MS.  CLABKSOIT  POTTEB  (OF  WILLIAM  B.  COMF- 
TOir  ft  CO.,  14  WALL  STBEET,  NEW  TOBK  CITT;  ALSO  CHAIB- 
MAN  OF  GOVERNMENT  BOND  COMMITTEE  OF  INVESTMENT 
BANEXBS'  ASSOCIATION  OF  AMEBIC  A). 

Mr.  Meyer.  Mr.  Chairman,  not  only  is  Mr.  Potter  an  investment 
banker  of  experience  and  standing,  but  he  had  an  imusual  opportunity 
to  consider  matters  involved  in  Government  finance  and  the  thrift 
problem  in  his  capacity  as  assistant  to  the  director  of  the  war  loan 
organization  of  the  Treasury — for  how  many  months — how  long  a 
period,  Mr.  Potter? 

Mr.  Potter.  A  little  over  a  year. 

Mr.  Meter.  From  what  time  ? 

Mr.  Potter.  From  December,  1917  until  June,  1919;  about  a  year 
and  a  half. 

Mr.  Meyer.  So  that  you  were  in  the  Treasury  during  the  period 

Mr.  Potter  (interposing).  All  but  the  firet  loan. 

Mr.  Meyi:r.  But  during  the  second,  third,  and  fourth  Lil)erty 
loans? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  And  the  Victory  loan? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  And  the  war  savings  stamp  campaign? 

ilr.  Potter.  Oh,  vos. 

Mr.  Meyer.  Mr.  J*otter,  in  addition  to  being  a  practical  banker,  is 
a  student  of  economics  and  financial  matters  in  a  very  broad  way, 
and  I  thought  that  he  could  give  us  some  very  interesting  informa- 
tion and  valuable  opinions  on  the  subject  of  the  Postal  Savings  Sys- 
tem and  the  possibilities  of  its  expansion,  and  he  has  been  good 
enough  to  come  here. 

The  CHAraMAN.  Mr.  Potter. 

Mr.  Potter.  Senator,  as  I  was  saying  a  moment  ago  to  a  gentle- 
man with  whom  I  was  discussing  this,  I  think  that  this  whole  ques- 
tion 18  one  which  either  you  are  for  it  or  you  are  against  it;  and  if 
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you  are  for  it,  and  I  think  the  main  arguments  that  most  people 
woul(i  advance  are  quite  similar,  and  perhaps  most  of  my  arguments 
in  favor  of  this  plan — for  I  am  heartily  in  favor  of  it — ^have  already 
been  dwelt  upon  before  bv  people  who  perhaps  know  a  good  deal 
more  about  it  than  I  do ;  but,  if  you  will  permit  me,  I  will  present 
some  of  the  conclusions  at  which  I  have  arrived. 

The  Chairman.  Yes ;  proceed. 

Mr.  Potter.  I  have  read  with  much  interest  the  newspaper  ac- 
counts of  statements  by  Mr.  Eugene  Meyer,  jr.,  to  Senator  Calder, 
chairman  of  the  Senate  Special  Committee  on  Reconstruction  and 
Production,  recommending  that  the  rate  of  interest  on  postal  savings 
deposits  be  increased  from  2  per  cent  to  4  per  cent  and  that  the  num- 
ber of  postal  savings  depositories  be  increased  to  the  greatest  possi- 
ble extent.  Because  of  the  possible  effect  of  such  a  program  upon 
the  financial  situation,  all  Government  and  other  securities,  prob- 
lems of  new  financing,  both  governmental  and  private,  and  the  neces- 
sity of  encouraging  thrift  among  all  the  people,  etc.,  I  feel  particu- 
larly interested  in  what  Mr.  Meyer  has  said. 

I  am  not  prepared  to  say  definitely  what  the  increased  rate  of 
interest  should  be.  Only  careful  consideration  of  this  question  will 
make  it  possible  to  fix  a  rate  at  a  point  where  the  result  sought  to  be 
accomplished  will  be  attained  and  at  the  same  time  not  disturb  the 
present  deposits  in  our  great  savings  institutions.  It  should  be 
perfectly  clear  to  everyone  that  the  United  States  is  very  imdeveloped 
as  to  the  percentage  of  savings  depositors  in  comparison  with  other 
countries,  and  there  seems  to  be  no  reason  why  the  number  of  such 
depositors  in  this  country  can  not  be  so  largely  increased  as  to  gradu- 
ally equal  or  excel  the  proportion  in  even  the  most  highly  developed 
foreign  countries. 

The  United  States  Government  has  outstanding  at  the  present 
time  some  $8,000,000,000  of  relatively  short-term  paper,  consisting  of 
approximately  $2,500,000,000  Treasury  certificates  maturing  in  not 
more  than  one  year's  time,  about  $1,000,000,000  maturity  value  war- 
savings  certificates  maturing  Januarv  1,  1923,  and  approximately 
$4,500,000,000  Victory  notes  maturing  'June  15, 1922. 

The  first  and  most  immediate  problem  is  how  best  to  reduce  or  ex- 
tinguish the  indebtedness  represented  by  the  Treasury  certificates, 
and  next  to  consider  ways  and  means  of  retiring  at  or  before  maturity 
as  much  of  the  Victory  loan  as  possible. 

It  is  impossible  to  state  with  any  reasonable  degree  of  accuracy 
the  amount  of  increased  savings  deposits  which  would  come  as  a  re- 
sult of  an  increase  in  the  rate  of  interest  on  postal  savings  deposit^, 
but  I  feel  convinced  that  the  increase  would  be  very  material,  and 
to  the  extent  that  there  was  any  increase  at  all  to  just  that  extent 
the  floating  debt  and  later  the  short-term  debt  of  the  United  States 
Government  could  be  taken  care  of.  Retirement  of  this  indebted- 
ness would  do  more  to  relieve  the  banking  institutions  of  a  burden 
which  they  have  been  carrying  for  many  months  and  to  stimulate 
the  investment  market  than  any  one  thing  that  I  can  conceive. 

Mr.  Meyer  has  stated  that  it  might  be  possible  to  reduce  the  cost 
of  financing  an  average  of  1  per  cent  per  annum  or  more,  and  as  an 
illustration  of  what  this  reduction  would  mean  in  the  cost  to  States, 
cities,  and  other  municipalities  in  the  United  States — even  though 
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such  financing  is  a  very  small  per  cent  of  the  total  financing  done — 
the  attached  statistics  prepared  by  the  Bond  Buyer,  a  publication 
in  New  York  specializing  in  matters  relating  to  the  issuance  of 
municipal  bonds,  will  furnish  some  interesting  figures  concerning 
the  output  of  issues  of  domestic  State  and  municipal  bonds  (ex- 
chiding  those  maturing  within  less  than  one  year  issued  general  in 
anticipation  of  taxes)  for  the  period  July  1,  1919,  to  June  30,  1920, 
inclusive. 
Sales  by  months  were  as  follows : 


1919 : 

July $75,649,300 

Autrust 60, 166, 231 

September 72. 787, 676 

October 117.284,139 

November 45, 833,  309 

December 89, 586,  091 


1920: 

January $86,812,881 

February 15,  604, 983 

March 68,  854,  338 

April 62, 733,  aS6 

May ^_ 44, 364. 031 

June 55, 213, 124 


Total 794,889,849 

The  average  maturity  of  issues  reported  by  the  Bond  Buyer  for 
the  month  of  July,  1919,  was  15.39  years,  whereas  the  average  net 
iiu'<ime  basis  was  4.91  per  cent.  The  average  maturity  of  issues 
reported  during  June,  1920,  was  11.88  years,  whereas  the  average 
net  income  basis  was  5.52  per  cent. 

Upon  the  basis  of  future  output  of  municipal  issues  at  a  similar 
volume  and  assuming  the  average  maturity  of  such  issues  to  be  not 
less  than  13.63  years — ^the  approximate  average  maturity  of  all  issues 
>old  during  the  period  July,  1919,  to  June,  1920,  inclusive — and  that 
conditions  make  it  necessary  for  future  issues  to  be  sold  on  a  net  in- 
f^ome  basis  of  at  least  5.52  per  cent,  the  increased  cost  of  such  financ- 
intr  as  compared  with  the  cost  in  the  month  of  July,  1919,  would  be 
something  over  $66,000,000,  all  of  which  additional  cost  would  be 
save<l  if  it  were  possible  to  reduce  the  average  cost  of  4.91  per  cent. 

VMiile  I  have  not  information  available  to  show  the  cost  of  muni- 
cipal financing  since  June,  1920, 1  feel  very  positive,  based  upon  ex- 
I»t*riences  in  my  own  business,  that  such  costs  have  steadily  increased 
nither  than  diminished. 

Mr.  Meyer  estimates  that  hoarded  currency  to  a  minimum  of 
.S2:>0,000,060  would  return  to  circulation  and  that  some  $200,000,000 
|»er  annum  would  be  saved  bv  deposits  on  the  part  of  ignorant  people 
uhii  in  the  past  five  years  have  been  tempted  to  place  their  hard- 
f'.'imeil  savinpi  in  the  hands  of  swindling  promoters.  In  this  con- 
n«^-tion  it  is  interesting  to  note  that  the  Capital  Issues  Committee, 
after  a  very  careful  study  of  the  situation,  estimated  that  the  mini- 
riinra  loss  bv  reason  of  wildcat  schemes  and  fraudulent  enterprises 
^^a-  at  lea.st  $5,000,000,000  per  annum.  It  therefore  seems  reasonftble 
to  f-timate  a  saving  of  at  least  some  $200,000,000  of  this  loss. 

( )ne  of  the  most  important  features  of  such  a  plan  is  undoubtedly 
rJ.H  encouragement  of  the  habit  of  thrift.  Such  a  habit,  acquired  as 
;i  reMilt  of  the  deposit  of  funds  in  postal  savings  banks,  would  un- 
''♦►ulifedly  tend  to  create  new  investors  in  other  forms  of  high-grade 
^♦Miirities  and  furnish  a  brand  new  crop  of  buyers  of  Government 
^•<aMls,  war  savings  certificates,  and  other  hijrhest-grade  investments. 

With  reference  to  the  possibility  of  loss  of  deposits  by  our  present 
-.i\intr«  institutions  l)y  reason  of  the  adoption  of  too  high  a  rate  of 
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interest  on  the  postal  savings  deposits,  I  feel  that  the  rate  on  such 
postal  savings  deposits  when  first  determined  should  not  necessarily 
be  constantly  maintained  but  should  be  governed  by  some  automatic 
barometer  such  as,  for  example,  the  average  rate  of  rediscount  of  the 
Federal  reserve  banks  over  a^  given  period  of  time  or  some  other 
clearly  determined  basis  for  measuring  a  fair  rate  of  interest  based 
upon  conditions  at  various  periods. 

As  a  member  of  the  War  Loan  Association  of  the  Treasury  De- 
partment in  Washington  during  most  of  the  Liberty  Loan  cam- 
paigns, I  noted  many  times  with  interest  expressions  from  savings 
and  other  banking  institutions  to  the  effect  that  a  rate  of  4  per  cent 
or  more  on  Liberty  bonds  or  War  Savings  Certificates,  coupled  with 
the  extensive  campaigns  of  distribution  which  were  put  behind  each 
issue,  would  operate  very  largely  to  reduce  the  savings  deposits 
throughout  the  country.  The  actual  result  was  quite  the  opposite. 
With  brief  exceptions  for  short  periods  of  time,  savings  deposits 
as  a  whole  increased  rapidly,  and  if  I  am  correct  have  contmued 
to  do  so.  Such  increases  have  been  noted  despite  the  fact  that  imtil 
the  last  few  months  the  wage  earners  of  this  country  have  been  en- 
gaged in  the  most  prolific  campaign  of  personal  expenditure  that 
has  ever  been  witnessed,  but  which  apparently  is  now  drawing  to  a 
close  because,  of  realization  on  the  part  of  the  wage  earner  that 
something  must  be  set  aside  for  the  rainy  day  and  that  the  period 
of  inflated  salaries  and  earnings  can  not  continue  forever.  It  can  be 
taken  for  granted  that  there  are  many  hundreds  of  thousands  of 
potential  savings  depositors  in  the  United  States  who  either  through 
Ignorance  or  lack  of  confidence  have  not,  and  will  not,  deposit  their 
hoarded  funds  in  savings  institutions  operated  under  private  man- 
agement. 

The  post  office  as  an  institution  is  more  generally  known  to  all 
than  almost  any  branch  of  the  Government,  and  therefore  it  would 
seem  entirely  reasonable  to  suppose  that  a  large  number  of  new 
depositors  would  become  patrons  of  the  postal  savings  banks  and 
to  such  an  extent  represent  an  entirely  new  fund  of  savings  deposits 
which  could  not  be  reached  in  any  other  manner.  Therefore,  takinc; 
it  for  granted  that  the  rate  of  interest  on  the  postal  savings  deposits 
is  fairly  fixed,  I  can  see  not  the  slightest  danger  of  any  competition 
between  the  two  systems,  but  rather  a  broader  campaign  of  educa- 
tion of  the  public  at  large  and  resultant  increase  in  deposits  in  both 
the  savings  banks  and  postal  savings  institutions  as  well. 

Under  the  circumstances  I  most  heartily  concur  in  the  plan  as 
suggested  by  Mr.  Meyer,  and  believe  that  most,  if  not  all,  of  the 
benefits  suggested  by  him  will  be  realized. 

Mr.  Meyer.  You  agree  with  the  broad  proposition  that  nothing 
is  more  necessary  than  increased  savings,  for  the  benefit  of  the  whole 
country  and  the  business  thereof  and  the  people  ? 

Mr.  Potter.  Yes;  I  think  there  can  be  no  argument  about  that 
at  all. 

Mr.  Meyer.  Do  you  know  of  any  agency  or  method  that  would  seem 
to  you  to  promise  as  quick  and  as  beneficial  results  as  the  employment 
of  the  post-office  banking  facilities  as  outlined? 

Mr.  Potter.  I  do  not,  Mr.  Meyer.  I  think  that  a  good  many 
things  have  been  tried  and  have  more  or  less  failed ;  and  I  believe 
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that   this   plan   has  more   possibility   of   success  than   any   other 
method — and  for  immediate  success. 

Mr.  Meter.  Do  you  know  of  any  better  method,  so  far  as  concerns 
the  capacity  of  the  small  investor  to  grasp  the  security  and  the  con- 
venience of  the  transaction,  than  the  postal-savings  deposit  system  ? 

Mr.  Potter.  No  ;  I  do  not. 

Mr.  Meter.  You  have  studied  the  problem  of  how  to  encourage 
thrift,  as  we  all  did  in  the  Treasury? 

Mr.  Potter.  Yes. 

Mr.  Meter,  Have  you  heard  of  any  other  agency  or  instrument 
that  seemed  to  you  to  contain  as  much  promise  as  this  method  ? 

Mr.  Potter.  No  ;  I  have  not. 

Mr.  Meter.  You  have  heard,  and,  as  you  have  stated,  are  familiar 
with  the  misgivings  and  fears  of  the  savings  banks.  When  the 
second  loan  was  issued  at  4  per  cent  they  were  worried? 

Mr.  Potter.  Yes. 

ilr.  Meteb.  And  when  the  rate  was  raised  to  4^  per  cent,  they  were 
naturally  more  worried,  were  they  not? 

Mr.  Potter.  They  were. 

Mr.  Meter.  And  when  the  Victory  loan  at  43  per  cent  was  put  out, 
presumably  they  were  still  more  worried  ? 

Mr.  Potter.  Well,  I  think  by  that  time  they  had  sort  of  gotten 
awav  from  that  idea  a  little  bit. " 

Jfr.  Meter.  So  you  do  not  anticipate  that  the  more  intelligent  sav- 
inirs  bank  people  would  be  worried  by  the  payment  of  a  reasonable 
rate  of  interest  in  the  postal  system  ? 

Mr.  Potter.  I  do  not. 

Mr.  Meter.  Or  by  the  expansion  of  the  system? 

Mr.  Potter.  I  do  not. 

Mr.  Meter.  You  think,  at  least,  that  thev  have  no  justification  for 
.such  worry,  in  the  light  of  the  experience  of  the  last  few  years? 

Mr.  Potter.  I  feel  very  sure  about  that. 

Mr.  Mr.TKR.  You  are  familiar  with  all  the  su«rgestions  with  re- 
;jar<l  to  bluo-skv  legislation  in  the  States  and  tlie  laws  that  have 
I'f'en  passed  and  su^^'estions  that  have  been  made  for  Federal  con- 
>i»l*'ration  of  the  re^rulation  of  security  issues,  to  prevent  swindling 
J-y  fake  promotions,  and  to  protect  the  small  people — ^you  have  ob- 
MTved  all  that  for  years,  have  you  not? 

Mr.  Potter,  Not  in  detail,  but  the  general  principles  I  have. 

Mr.  Meter.  You  are  a  member  of  the  Investment  Bankers'  Asso- 
•\:»tion  of  America? 

Mr.  Potter.  Yes. 

Mr.  Metkr.  And  that  association  has  considered  tliat  problem, 
anionjr  others,  has  it  not? 

Mr.  Piitter.  Yes;  very  seriously;  and  I  know  something  of  what 
i^^'V  have  done. 

Mr.  Meter.  Well,  have  they  found  the  answer? 

Mr.  Potter.  They  think  they  have. 

Mr.  Meter.  And  has  it  been  put  into  practice? 

Mr.  Pottkr.  No;  l)ecause  onlv  the  Congress  can  put  it  into  prac- 
ti'f.    It  is  Federal  regulation  which  they  propose. 

Mr.  Meter.  And  it  is  designed  to  be  punitive — to  be  used  as  a  sort 
«»f  police  power  over  issues? 
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Mr.  Potter.  I  do  not  think  I  would  care  to  go  into  that,  Mr. 
Meyer,  except  to  say  that  it  is  more  or  less  on  the  general  basis  that 
if  there  is  any  cause  for  suspicion  about  any  operation  that  is  being 
carried  on  it  is  proposed  that  the  Attorney  General  or  the  Secretary 
of  the  Treasury,  or  some  one  in  Washington,  shall  have  sufficient 
power  to  summon  the  supposedly  guilty  party  before  him  and  have 
him  furnish  evidence  to  show  that  he  is  conducting  a  legitimate  busi- 
ness, and,  if  not,  absolutely  run  him  out  of  business. 

Mr.  Meyer.  You  recognize,  for  instance,  that  in  the  case  of  Mr. 
Ponzi  he  had  $14,000,000  before  anybody  awoke  to  the  fact  ? 

Mr.  Potter.  Oh,  surely. 

Mr.  Meyer.  And  how  would  you  meet  that  by  such  regulation ! 

Mr.  Potter.  Well,  I  think  there  are  some  situations  that  we  never 
can  meet. 

Mr.  Meyer.  Exactly;  but  do  you  not  think  that  if  we  offer  the 
people  a  way  of  protecting  themselves  a  vast  amount  of  monev  will 
be  saved  which  could  not  be  saved  even  by  the  measures  that  the  In- 
vestment Bankers'  Association  has  advocated? 

Mr.  Potter.  Oh,  entirely. so;  there  is  no  question  about  it. 

Mr.  Meter.  In  other  words,  the  Government  would  not  be  justi- 
fied in  its  inability  to  protect  the  smaller  investor  by  punitive  meas- 
ures, when  by  offering  them  the  opportunity  of  postal  deposits  it 
can  afford  a  positive  protection  instead  of  a  punitive  protection? 

Mr.  Potter.  Oh,  ves. 

Mr.  Meyer.  To  which  everv  man  can  be  educated  ? 

Mr.  Potter.  Yes.  I  would  rather  that  there  be  no  reference  ap- 
pear in  the  record  with  respect  to  the  suggestion  made  by  the  invest- 
ment bankers  of  Federal  legislation  in  respect  to  the  blue-sky  laws, 
because  that  is  something  that  they  are  working  on  now. 

Mr.  Meyer.  Would  you  like  to  have  that  stricken  from  the  record? 

Mr.  Potter.  I  would  rather  have  it  so :  ves. 

The  Chairman.  Then,  you  may  do  that  when  you  revise  your  tes- 
timony. Mr.  Potter,  a  great  number  of  Liberty  bonds  have  changed 
hands  since  they  were  issued,  have  they  not  ? 

Mr.  Potter.  Yes,  indeed ;  lots  of  them. 

The  Chairman.  Who  have  been  the  sellers,  in  the  main,  of  the 
Liberty  bonds — the  banks  or  private  holders  ? 

Mr.  Potter.  Well,  from  the  standpoint  of  volume,  I  think  large 
corporations  have  been  the  main  sellers,  due  very  largely  to  pressure 
brought  to  bear  by  banking  institutions  throughout  the  country  Xo 
force  them  to  liquidate  their  loans  by  refusing  to  renew  them,  and 
thereby  forcing  a  sale  of  Liberty  bonds,  which  in  a  good  many  cases 
they  may  not  have  entirely  paid  for. 

Mr.  Meyer.  On  the  other  hand,  large  corporations  have  also  been 
large  buyers  of  Liberty  bonds,  in  many  cases,  like  savings  banks  and 
insurance  companies  ? 

Mr.  Potter.  I  think  I  should  probably  have  said  industrial  or 
business  corporations  as  distinguished  from  banking  corporations. 
Yes ;  that  is  true. 

The  Chairman.  Have  many  small  holders  disposed  of  their  Lib- 
erty bonds? 

Mr.  Potter.  Yes ;  I  think  quite  a  number  have.  I  think  this  era 
of  expenditures  has  been  the  result  of  using  the  fifty-dollar  bond 
more  or  less  as  a  fifty-dollar  bill,  and  in  the  beginning — ^I  do  not 
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think  it  exists  as  much  to-day — ^the  swindler  buying  Liberty  bonds 
at  $25  for  a  $50  bond,  either  buying  them  at  about  half  wliat  they 
were  worth  in  the  market  or  giving  for  them  something  worthless  in 
exchange. 

The  Chairman.  For  instance,  offering  them  some  sort  of  bond 
with  gold  type  on  it,  apparently  of  great  promise? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  I  made  some  inquiry  into  that  Doint  that  you  are  ask- 
ing about,  Mr.  Chairman,  and  until  the  end  of  May  all  the  indications 
pointed  to  continuous  heavy  sales  by  small  owners,  and  that  was  best 
indicated  by  the  fact  that  there  was  a  constant  transfer  of  $50  and 
$100  bonds ^into  bonds  of  $500  and  $1,000  throughout  the  country  at 
all  of  the  transfer  offices.  To  give  you  another  illustration,  a  bank 
in  Los  Angeles  that  makes  a  specialty  of  trading  in  Government 
bonds,  and  which  handles  very  large  amounts  for  that  community, 
told  me  that  they  were  buying  Liberty  bonds  last  spring  at  the  rate 
of  $50,000  a  dav  on  balance,  but  that  that  was  the  result  of  sales 
from  small  people  of  $50,000  a  day  and  the  purchase  by  larger  in- 
vestors of  a  hundred  thousand  dollars  a  day — not  very  large  in- 
vestors, but  investors  of  $5,000  and  $10,000  al  a  time;  whereas  the 
sales  of  $50,000  a  day  would  be  from  owners  of  bonds  in  the  denomi- 
nation of  $50  and  $100.  I  think  there  has  been  no  change  from  the 
condition  where  the  small  holders,,  who  bought  them  on  subscription 
at  the  time  of  the  various  issues,  have  been  steady  sellers.  It  may  be 
that  their  sales  has  been  greater  or  less  at  a  given  time,  but  there 
has  been  a  steadv  flow  of  small  bonds  from  the  small  holders.  You 
agree  on  that,  IVlr.  Potter  ? 

Mr.  Potter.  Yes ;  I  do.  Of  course,  Mr.  Meyer,  you  are  in  a  very 
much  better  position  to  know  about  that  than  anyone  else. 

The  Chaibman.  Has  there  been  any  disposition  on  the  part  of  men 
of  moderate  means,  who  usually  deposit  their  savings  in  savings 
banks,  to  withdraw  their  saviujc^s  and  buy  Liberty  bonds  at  the 
present  low  price  because  of  the  increased  interest? 

Mr.  Potter.  I  do  not  believe  there  has  been  much  of  that ;  no. 

The  Chairman.  I  have  a  notion  that  the  small  holders — ^the  men 
who  lx)Ught  bonds  from  their  small  savings — have  felt  rather  bitter 
aliout  the  shrinkage  in  the  value  of  their  bonds. 

Mr.  Potter.  Yes. 

The  Chairman.  And  have  gotten  rid  of  them  in  desperation,  as 
it  were. 

Mr.  Potter.  Yes. 

Mr.  Meyer.  Mr.  Potter,  you  remember  that  the  big  decline  in 
Ciovemment  securities  generally  began  in  November,  1919,  and  from 
thut  time  they  declined  quite  sharply  until  late  in  the  spring,  and 
dnring  that  period  the  rate  on  Treasury  certificates  was  advanced 
fit>m  4  yyer  cent  in  September,  for  six  months'  certificates,  and  4J 
p»T  rent  for  one-vear  certificates. 

Mr.  P^iTTKR.  \es, 

Mr.  Meyer.  Until  now  the  price  bein<r  paid  by  the  Government 
;<« .% ;  |>er  rent  for  six  months,  and  0  per  cent  for  one  year. 

Mr.  PiHTKR.  Yes. 

Mr.  Meykk.  Of  course,  to  a  certain  extent,  both  the  Liberty  bonds 
mud  the  rerlificntes  were  influenced  by  the  same  causes,  but  do  you 
ri«»t  think  that  if  there  had  been  no  Treasury-  certificates  at  all,  and 
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the  Liberty  bond  market  had  been  merely  subject  to  the  general 
financial  conditions,  the  decline  in  Liberties  would  not  hax'e  been 
anyways  near  as  steep  or  as  great  as  it  was?  In  other  words,  with 
the  elimination  of  the  Treasury  certificate,  and  the  constant  bor- 
rowing at  6  per  cent,  with  tax  exemptions,  you  have  a  depressing 
factor  on  the  Liberty  bond  market,  which,  as  long  as  there  is  no 
prospect  of  a  change  in  the  Treasury  certificate,  the  situation  will 
continue  to  depress  the  Liberty  bond ;  is  that  right  ? 

Mr.  Potter.  I  think  undoubtedly  it  is.  I  think  it  is  right  for  two 
reasons:  That  the  high,  rate  on  the  Treasury  certificates  forces^  a 
higher  rate  on  commercial  loans  or  collateral  loans  with  Liberties 
back  of  them.  Othei^wise,  the  banks  who  rediscount  will  rediscount 
at  a  loss  instead  of  at  a  profit;  and,  in  the  second  place,  if  there 
had  been  no  Treasury  certificates,  there  would  have  been  released 
that  much  banking  capital  to  carry  the  Liberty  bonds. 

Mr.  Meyer.  Do  you  know  of  any  way  to  reduce  the  Treasury  cer- 
tificates radically,  except  by  getting  a  large  fimd  in  another  direc- 
tion? '  ' 

Mr.  Potter.  No  other  way,  except  increased  taxes. 

Mr.  Meyer.  Do  you  believe  that  the  excess-profits  laxes  and  the 
income  taxes  for  this  year,  knowing  what  you  do  of  business  condi- 
tions generally,  will  produce  as  much  revenue  as  they  did  last  year? 
I  mean,  do  you  think  that  the  income  taxes  payable  on  this  year  s 
profits  and  business  will  be  as  much  as  the  income  taxes  which  are 
being  received  this  year  on  last  year's  profits  and  business? 

Mr.  Potter.  I  should  say  they  will  be  materially  levSs. 

Mr.  Meyer.  Materially  less? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  And  if  our  revenue  from  that  source  be  reduced  our 
Treasury  certificate  issues  will  not  only  not  be  reduced  but  they  will 
increase,  because  there  is  a  large  amount  of  funds  that  have  been  re- 
ceived in  the  last  year  on  salvage,  which  will  not  be  received  next 
year. 

The  Chairman.  Mr.  Potter,  do  you  think  that  the  excess-profits 
taxes  and  the  high  surtaxes  have  affected  the  price  of  Government, 
State,  and  municipal  securities? 

Mr.  Potter.  I  think  very  decidedly,  in  a  more  or  less  indirect  way* 
I  think  they  have  increased  the  cost  of  living,  and  an  increase  •in  the 
cost  of  living  means  an  increase  in  the  price  of  money,  and,  therefore, 
an  increase  m  the  rate  on  investments. 

Mr.  Meyer.  And  any  increase  in  the  price  of  money  means  a  re- 
action again  on  the  increased  cost  of  living? 

Mr.  Potter.  Yes ;  absolutely ;  I  do  not  think  there  is  any  question 
about  that. 

The  Chairman.  You  think,  of  course,  too,  that  they  have  increased 
the  rate  of  interest  materially  on  securities  that  are  taxable? 

Mr.  Potter.  Oh,  yes. 

The  Chairman.  Very  much  more,  of  course,  than  they  have  on 
the  nontaxable? 

Mr.  Potter.  Yes,  indeed ;  there  is  no  question  about  it. 

The  Chairman.  Do  you  believe  that  the  repeal  of  the  excess-profits 
taxes  and  a  modification  of  the  surtaxes  would  tend  to  help  the 
financial  situation? 
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Mr.  Potter.  I  think  it  would  be  the  greatest  stimulus  to  the  finan- 
cial situation  of  anything  that  could  possibly  happen,  provided  they 
iind  an  equitable  substitute. 

Mr.  Meyer.  From  a  revenue  point  of  view  ? 

Mr.  Potter.  Yes. 

The  Chairman.  Have  you  any  suggestion  to  make  for  a  substitute, 
Mr.  Potter? 

Mr.  Potter.  No;  but  I  have  read  with  interest  some  of  the  sug- 
gestions, such  as  an  expenditure  tax,  a  sales  tax,  and  I  think  they  all 
sound  as  if  the^  have  some  good  points,  but  that  is  something  tliat  I 
have  not  gone  into  in  detatiland  therefore  would  not  care  to  express 
a  definite  opinion  upon. 

The  Chairman.  But  you  are  quite  convinced  that  Mr.  Meyer's 
scheme  of  encouraging  savings  in  the  Postal  System  will  be  most 
helpful  in  many  ways  to  the  financial  situation? 

ilr.  Potter.  I  do  not  think  there  can  be  any  argument  about  it. 

The  Chairman.  That  is  a  settled  thing  in  your  mind  ? 

Mr.  Potter.  Absolutely. 

Mr.  Meter.  I  have  nothing  further  to  ask,  Mr.  Chairman. 

The  Chairman.  We  are  very  mucli  obliged  to  you,  Mr.  Potter,  for 
coming  here. 

Mr.  Potter.  You  are  entirely  welcome,  Senator. 

(AVhereupon,  at  11.55  a.  m.,  the  committee  adjourned  to  meet  Hgain 
in  the  same  place  on  Monday,  September  27,  1920,  at  10,30  o'clock 
ft.  m.) 
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HOKDAT,  SEFTEHBEB  27,  1920. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  sixteenth  floor,  Engineerino;  Societies  Building,  29  West 
Thirty-ninth  Street,  at  10.30  o'clock  a.  m..  Senator  William  M. 
Calder  presiding. 

Present:  Senator  Calder  (chairman),  also  Messrs.  Franklin  T. 
^filler  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

Mr.  Meyer.  Mr.  Chairman,  Mr.  Ingalls  Kimball  was  quoted  in  the 
newspapers  as  being  opposed  to  the  recommendation  I  made  to  the 
committee ;  and,  in  line  with  my  communication  to  you  when  I  stated 
that  I  would  arrange  for  different  points  of  view — those  opposed  to 
mv  recommendation  as  well  as  those  favoring  it — I  thought  that  since 
Mr.  Kimball  was  so  prominently  quoted  as  opposed  to  it,  it  would  be 
worth  while  to  have  him  appear  here  to  present  his  views,  and  he  has 
kindlv  consented  to  come  here  this  morning,  and  I  assume  he  is  pre- 
pared to  present  his  reasons  why  the  plan  is  disadvantageous,  in  his 
opinion,  and  also  any  other  matter  that  your  committee  would  like 
to  hear  from  him. 

The  Chairman.  We  shall  be  verv  glad  to  hear  Mr.  Kimball. 

8TATEMEBT  OF  MK.  INOALLS  KIMBALL,  PEESISEFI  OF  THE  NA- 
TIONAL THBIFT  BOND  COBFORATION,  NEW  YOEK  CITY. 

The  (^HAiR3iAN.  Mr.  Kimball,  would  you  prefer  to  make  a  state- 
ment of  your  opinion  of  Mr.  Meyer's  suggestion,  or  would  you  prefer 
to  have  us  ask  you  questions?  I  think,  perhaps,  it  would  be  best  if 
you  would  state  just  what  you  think  about  it,  and  then  we  will  dis- 
cuss it  later. 

Mr.  KiMBAix.  Senator,  I  will  be  very  glad  to  state  brieflv  some 
facts  which  my  investigation  of  the  whole  subject  of  thrift  have 
hrouffht  to  my  knowledge — facts  which  are  public  property  but 
whirh  have,  perhaps,  not  been  gathered  together  before.  In  so  far 
as  any  facts  which  I  mav  state  may  appear  to  be  in  opposition  to 
the  recommendation  macfe  by  Mr.  Meyer,  I  have  only  to  say  that 
anything  which  can  operate  to  increase  saving  not  only  among  in- 
4luKtrial  classes  but  among  the  classes  above  the  industrial  class<>s,  in 
fioint  of  income — men  with  incomes  of  from,  perhaps,  $8,000  to  $25,- 
^•00  a  year,  who  are  notoriously  unthrifty  in  this  country — would  be 
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of  great  advantage.  Therefore,  while  the  facts  that  I  will  quote  and 
the  figures  that  I  will  present  would  seem  to  indicate  that  Mr.  Meyers 
way  of  going  about  it  might  not  be  as  successful  as  he  and,  indeed, 
we  all  hope  it  might  be,  the  end  that  Mr.  Meyer  is  seeking  is  precisely 
the  same  end  that  we  are  all  seeking. 

My  main  point  will  be  that  I  believe  that  thrift  has  ceased  to  be  a 
social  question;  it  has  ceased  to  be  a  matter  of  welfare  work;  it  has 
ceased  to  be  a  matter  of  philanthropy ;  it  has  become,  because  of  the 
cutting  down  of  available  investment  funds  by  taxation  both  before 
and  after  distribution,  a  business  matter,  and  it  should,  it  seems  to  me, 
be  treated  as  a  business  matter.  Men  have  in  the  past  objected  to 
undertaking  to  make  money  out  of  savings  plans  because  they  thought 
they  ought  to  devote  themselves  to  savings  enterprises  as  a  matter  of 
philanthropy,  and  the  result  of  that  has  been  extremely  unfortunate, 
to  say  the  least,  because  it  is  a  demonstrated  fact  that  enterprises 
which  are  based  solely  on  philanthropic  motives,  no  matter  how 
effectively  they  may  be  carried  on,  are  never  anything  like  as  effec- 
tively carried  on  as  enterprises  which  are  based  on  economic  motives. 
I  have  put  together  a  statement  which  is  far  too  long  to  read,  but 
which  carries  a  good  many  figures  which  I  think  the  committee  might 
possibly  like  to  study  at  their  leisure,  and  I  shall  leave  with  you  a 
number  of  copies  of  this  memorandimi,  which  is  not  as  complete  or 
does  not  pretend  to  be  as  complete  as  I  would  like  to  have  it,  and  is 
not  as  well  put  together  as  it  would  have  been  had  I  perhaps  bad 
longer  time  for  preparation  for  this  particular  meeting;  but  mean- 
while I  will  go  over  the  main  heads,  chiefly  for  the  purpqse  of  bring- 
ing the  thing  to  a  point  at  which  you  will  find  it  perhaps  easier  to  ask 
questions. 

As  I  understand  the  suggestion  of  Mr.  Meyer,  it  is  that  the  interest 
rate  on  postal  savings  deposits  be  increased  to  4  per  cent,  and  that  all 
post  offices  be  made  substations  for  purposes  of  accepting  de^sits. 
He  says,  further,  as  I  understand  it,  that  such  a  change  as  this  in  the 
Postal  Savings  System  would  produce  within  a  year  10,000,000  new 
depositors,  with  total  deposits  of  two  and  one-half  billion  dollars. 

It  seemed  to  me  worth  while  to  consider,  first,  to.  what  extent  the 
interest  rate  affects  the  small  saver.  I  think  perhaps  one  of  the  most 
notable  points  about  the  whole  Postal  Savings  System  as  it  stands  is 
its  very  great  success  at  a  2-cent  rate,  with  the  most  onerous  limita- 
tions. For  instance,  a  man  may  only  deposit  $100  in  any  one  month, 
and  he  may  only  deposit  $1,000  in  any  year,  although  I  believe  the 
trustees  have  it  in  their  power  to  accept  another  thousand  dollars 
without  interest. 

Mr.  Meyer.  May  I  interrupt  you,  Mr.  Kimball,  to  say  that  the  limit 
is  now  $2,500? 

Mr.  KiMBAUi.  It  is  now  $2,500? 

Mr.  Meter.  Yes. 

Mr.  KiMBAiiL.  I  have  been  unable  to  get  the  most  recent  infonna- 
tioiK  although  I  have  written  to  Washington  asking  for  it.  ^ 

Mr.  Meyer.  Mr.  FuUaway,  formerly  assistant  tS  the  Director  of 
Postal  Savings,  testified  that  the  limit  is  now  $2,500. 

Mr.  Kimball.  That  must  have  induced  a  very  large  increase  of  de- 
posits, because,  as  a  matter  of  fact,  when  the  limit  was  raised  from 
$500  to  a  thousand  dollars  there  was  an  immediate  inflow  of  deposits. 
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Moreover,  there  are  endless  instances  quoted  in  the  reports  of  the  Post 
Office  Department  indicating  that  people  have  brought  larger  sums 
to  deposit  and  have  been  turned  away  and  have  declined  to  deposit 
anvthing. 

But  to  return  to  the  point  of  the  interest  rate,  the  postal  savings 
hanks,  with  2  per  cent  interest,  have  been  more  successful  in  in- 
creasing their  deposits  than  any  other  series  of  savings  banks  in  the 
country.  As  a  matter  of  fact,  the  general  increase  in  deposits  in  the 
savings  banks  has  been  very  considerably  less  every  year  than  the 
amount  of  interest  paid  by  the  savings  banks ;  as,  for  example,  last 
year  the  Connecticut  savings  banks  paid  about  4  per  cent,  on  an  aver- 
age, while  the  increase  in  deposits  for  the  year  was  less  than  1  per 
cent.  In  other  words,  it  was  3  per  cent  less  than  it  would  have 
l)een  had  the  interest  merely  been  credited,  and  no  deposits  or  with- 
drawals taken  place. 

The  Chairman.  So  that  the  interest  credited  to  the  savings  ac- 
counts in  Connecticut  was  four  times  the  total  increase  in  deposits? 

Mr.  Kimball.  Yes,  sir;  and  that  is  not  at  all  exceptional,  if  I  may 
say  so.  As  a  matter  of  fact,  I  think  that  New  York  otate  would  show 
the  same  or  worse,  and  so  would  almost  every  series  of  savings  banks, 
although  individual  exceptions  may  be  noted. 

The  Chairman.  You  refer  to  the  calendar  year  1919,  do  you? 

Mr.  Kimball.  The  current  report — I  think  it  came  out  in  October, 
11>19,  so  that  would  be  prior  to  that  time. 

The  Chairman.  I  was  under  the  impression  that  the  savings  banks' 
<lerK>sits  had  increased  a  great  deal  last  year. 

3lr.  Kimball.  Of  course,  it  is  possible  there  may  have  been  a  subse- 
quent report. 

The  Chairaian.  Yes. 

Mr.  Ki5iBALL.  That  is  very  exceptional,  and,  of  course  there  are 
other  exceptional  cases.  As  a  matter  of  -fact,  the  latest  figures  I  have 
on  the  postal  savings  banks,  which,  unfortunately,  are  not  very  re- 
<fnt — it  is  very  difiicult  to  get  recent  information-^show  for  the  first 
time  a  falling  off,  which  the  gentleman  who  wrote  to  me  from  ^^  ash- 
iri^rton  accounted  for  by  the  large  withdrawals  for  the  purchase  of 
fMD'ign  exchange;  but  as  a  matter  of  regular  going,  for  manv  years 
'he  savings  banks  have  not  increased  by  the  amount  of  their  Interest 
rite. 

I'he  Chairman.  I  know  that  in  Brooklyn  our  postal  savings  "hanks' 
•It^jxisits  materially  increased.  I  have  not  the  exact  figures,  but  i  will 
^••nture  the  statement  that  our  mutual  savings  banks  deposits  in 
lipMiklvn  increased  ten  times  the  amount  of  the  postal  savings  banks. 

Mr.  Ivimball.  Sometimes,  in  individual  cases,  yes. 

The  Chairman.  I  am  not  speaking  of  the  percentage  of  increasi*. 
I  rather  guess  our  postal  savin^j^s  bank  deposits  in  Brooklyn  are 
intiind  fifteen  or  eighteen  million  dollars.  Our  nuitual  savings 
^'*rik  <lejK>sits  and  all  our  banks  in  Brooklvn,  I  think  it  is  safe  to 
•,iy,  would  total  $;i()0,()(K),(KK). 

Mr.  KtMBAU..  Oh,  yes,  I  think  so,  without  a  doubt.  In  the  case 
•  f  two  banks  down  town  within  200  vards  of  each  other  one  of  them 
«»»nt  ahead  last  month  over  a  million  dollars  and  the  other  went 
N  fiind  la.<  month  over  a  million  dollars. 

The  Chaibhan.  Those  are  savings  banks? 
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Mr.  KiMRALL.  Yes;  those  thin^  happen;  but  as  a  general  propo- 
siti<)n,  in  all  the  States — Massaohiisetts,  New  York,  Connecticut. 
Ohio,  and  other  States  with  which  I  am  familiar — ^the  savings  hank 
deposits  have  not  advanced  as  much  as- the  interest  increment  would 
have  advanced  them,  which  is  a  deplorable  condition.  In  the  face  of 
all  of  this,  the  postal  savings  banks,  as  a  general  proposition,  have 
gone  ahead  very  rapidly  at  a  2  per  cent  rate.  Moreover,  the  place? 
where  the  postal  savings  banks  have  been  most  successful  have  been 
in  the  large  cities,  in  which  mutual  savings  banks  are  most  numer- 
ous— mutual  and  other  savings  banks.  In  New  York  City,  for 
example 

Mr.  Meyer  (interposing).  May  I  just  ask  3^ou  a  question  here? 

Mr.  KiMRALL.  Certainly. 

Mr.  Meyer.  That  indicates,  does  it  not,  to  vour  mind  that  there  is 
a  very  large  population  that  is  desirous  of  depositing  its  money  with 
the  (iovernnient.  for  safety  above  all  things,  even  where  there  are 
mutual  and  stock  savings  bank  facilities? 

ilr.  KiMBAix.  There  is  no  question  about  it. 

The  Chairman.  That  applies  to  most  of  the  large  cities' 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  So  the  fact  that,  notwithstanding  these  other  savinir>. 
bank  facilities,  your  own  figures  and  your  statement  would  indicatt^ 
that  there  are  large  numbers  of  the  people  who  do  not  laiow  enough 
about  banks  or  who  do  not  want  to  go  to  banks,  but  who  do  under- 
stand postal  savings  and  who  de.sire  to  put  their  money  with  tli^* 
Government  ? 

Mr.  KniPALL.  There  is  no  question  to  my  mind  as  to  the  full  tnitli 
of  all  those  statements.  I  was  going  to  say,  however,  that  the  nio-t 
notable  success(\s  in  the  postal  savings  banks  have  been  in  the  lar^e 
cities,  where  the  intei est  rate  paid  b}^  the  mutual  and  other  savin js 
banks  is  double  or  more  than  double  that  allowed  by  the  postal  bank 
which  would  indicate,  as  Mr.  Meyer  savs,  that  thev  have  faith  in  the 
Government,  and  that  thev  like  the  facilitv — no,  "  facility"  is  not  the 
word,  rather,  lack  of  embarrassment  in  dealing  with  an  establishment 
like  the  post  office,  which  is  a  democratic,  easy  place  to  go  to. 

Mr.  AIeyer.  You  draw  a  distinction,  then,  between  a  bank  which 
embarrasses  these  people  of  huml>le  means  and  strikes  them  as  some- 
thing that  is  a  little  bit  outside  of  their  sphere  of  life,  and  one  where 
they  feel  more  at  home,  such  as  a  postal-savings  bank? 

Afr.  Kimball.  There  is  no  question  to  my  mind  about  that. 

Mr.  Meyer.  I  think  that  is  true. 

Mr.  Kimball.  There  are  a  great  many  people  who  are  afraid  to 
go  into  a  savings  bank;  they  are  embarrassed. 

Mr.  Meyer.  They  perhaps  feel  that  they  are  not  wanted,  in  some 
cases. 

Mr.  Kimball.  In  some  cases,  unfortunately,  that  is  almost  true. 
The  treatment  of  savings-bank  depositors  bv  bank  emplojrees  is  not 
all  that  it  might  be,  although  the  savings  bants  are  performing  a  very 
great  and  valuable  function,  and  I  do  not  want  to  be  understood  as 
disparaging  in  any  way  any  of  the  things  that  the  savings  banks  are 
doing.  On  the  other  hand,  it  is  undoubtedly  true  that  they  might  dn 
a  very  .ereat  deal  more  than  they  are  doing. 

Mr.  Meyer.  May  I  ask  the  chairman  a  question? 

The  Chairman.  Yes;  certainly. 
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Mr.  Meyer,  ilr.  Chairman,  Mr.  Kimball  has  a  very  comprehensive 
kno\yledge  of  this  subject,  and  while  1  would  prefer  to  let  him  make 
his  statement  and  to  ask  questions  later,  I  am  afraid  that  it  would  be 
perhaps  at  the  risk  of  losing  the  thread  of  thought  if  I  were  not 
|)ermitted  to  ask  a  few  questions  as  he  goes  along,  and  I  would  like 
to  Imo'v  if  Mr.  Kimball  would  mind  if  I  do  sof 

Mr.  Kimball.  Not  the  least  in  the  world,  sir. 

Mr.  Meyer.  Of  course,  I  do  not  wish  to  interrupt  the  trend  of 
ycur  thought  or  the  continuity  of  your  presentation,  but  I  have  a 
Ji'tter  from  Mr.  Lewis,  the  head  of  the  war-loan  organization,  the 
savings  division  of  the  Treasury,  and,  as  you  may  have  noticed  in  the 
j)apers,  he  said  he  thought  that  the  war-savings  stamps,  which  pay 
4  per  cent,  compounded  (juarterly,  if  I  remember  aright,  and  the 
other  (lovernment  savings  issues,  such  as  Treasury  saving  certifi- 
r;»tes,  which  pay  the  same  rate,  furnish  an  adequate  and  a  satisfac- 
tory means  for  the  people  to  invest  in  Government  securities  as  sav- 
ings. I  would  like  to  ask  you  if  you  think  it  is  fair  that  the  postal- 
savings  dej)ositor,  who  is  perhaps  a  little  less  educated  in  financial 
matters,  should  be  given  only  2  per  cent,  while  other  people  who  buy 
stamps  and  Treasury  certificates,  and  who  understand  how  to  do  it, 
jind  are  not  afraid  of  losing  them,  get  4  per  cent  ^ 

In  other  words,  the  Government  is  now  paying  4  per  cent  to  one 
(lass  of  savers  and  only  "2  per  cent  to  another  class  of  savers.  I  will 
omit  entirel}'  the  further  fact  that  the  Government  is  borrowing 
money  from  banks  on  a  large  scale  at  6  per  cent,  and  will  confine 
myself,  for  the  purposes  of  this  discussion,  to  the  fact  that  the  Gov- 
ernment ii^  now  paying  4  per  cent  on  savings  in  the  form  of  war- 
six  ings  certificates  and  Treasury  savings  certificates.  Xow,  as  a 
matter  i)f  justice  and  decency,  is  the  Government  justified  in  making 
a  discrimination  against  the  more  humble  savers  in  the  rate  of 
interest? 

.Mr.  Kim  KALI..  As  a  matter  of  justice,  there  can  be  no  quest  icm 
about  it. 

ilr.  Mkyek.  Do  vou  think  it  is  fair  tha't  thev  should  continue  to 
fmy  0  rate  of  2  per  cent,  fixed  10  years  ago,  under  entirely  different 
••onditions  of  the  money  market,  and  under  entirely  different  general 
hmuicial  conditions? 

Mr.  Ki3fBALL.  Unfortunately,  the  question  of  fairness  in  a  matter 

•  •f  this  kind  can  not,  in  my  opinion,  be  the  sole  question. 

Mr.  Meyer.  I  do  not  say  that  it  is  the  sole  question  and  I  am  not 
-'♦'king  to  determine  the  whole  thing  on  that  point,  but,  considering 
tlijii  point,  is  it  fair? 

Mr.  K131BAU-.  Clearly  not. 

Mr.  Meyer.  Then,  vou  think  that  some  increase  in  tlie  intercut  rate 
1^  ririly  a  matter  of  fairness  and  should  be  autliorized  by  law,  because 
'fir  2  i)or  cent  is  now  fixed  by  law? 

Mr.  Kr3i«ALU  I  think  other  considerations,  beyond  that  of  either 
iinr.iediale  expediency  or  of  fairness,  as  compared  with  peoph*  who 
.!«•  lcn<linff  to  the  (iovcrnment  on  other  types  of  security,  would 

•  It  T.  and  I  should  liesitatc  to  appear  to  advocate,  for  any  reascm 
vMiatever,  any  change  in  the  postal-savings  rate  that  was  not  to  be  a 
{M-rmanent  and  a  final  change.  I  think  variation  is  one  of  the  things 
that  is  to  lie  avoitled  most  particularly. 
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Mr.  Meyer.  Do  you  think  that  2  per  cent  is  the  proper  rate  perma- 
nently— and  when  I  say  "  permanently,"  anything  that  we  might 
mention  as  permanent  would,  of  course,  be  subject  to  change? 

Mr.  Kimball.  Oh,  yes. 

Mr.  Meyer.  Can  you  not  imagine  that  there  are  a  great  many 
people  who  deposit  in  postal-savings  banks  and  who  only  get  2  per 
cent,  and  who  are  buraened,  as  you  have  mentioned,  with  onerous 
conditions  in  the  way  of  regulations,  and  who  perhaps  know  that  the 
Government  is  paying  6  per  cent  on  its  Treasury  certificates  and  4 
per  cent  on  its  war  savings  stamps  and  Treasury  saving  certificates — I 
say,  can  you  not  imagine  that  a  good  many  of  these  665,000  depos- 
itors, which  they  now  have,  might  consider  it  unfair  that  they  are 
only  getting  2  per  cent  on  that  particular  form  of  security  with 
which  they  happen  to  be  in  touch,  and  do  you  think  that  there  is 
anything  more  iniportant  than  that  the  Government  should  have  its 
citizens  feel  that  they  are  being  treated  fairly  by  the  Government? 

Mr.  Kimball.  I  agree  fully  with  that. 

Mr.  Meyer.  Do  you  not  think  it  is  a  disturbing  thing  to  have  a 
large  number  of  the  people  feel  that  the  Government  is  unfair  to 
them  ? 

Mr.  Kimball.  Unauestionably,  Mr.  Meyer;  but  I  should,  none  the 
less,  hesitate  to  say  what  I  consider  the  proper  rate  for  postal-savings 
deposits. 

Mr.  Meyer.  Mr.  Kimball,  may  I  just  say  this,  that  you  stated  in 
the  beginning  that  I  had  said  that  4  per  cent  should  be  paid.  I  should 
recommend  4  per  cent,  but  I  stated,  as  you  will  remember,  Mr.  Chair- 
man, that  I  considered  that  a  subject  for  consideration  and  investi- 
gation. I  still  think  that  4  per  cent  is  the  right  rate,  and  I  would 
recommend  it,  but  I  also  still  consider  that  a  matter  for  considera- 
tion and  investigation.  Nevertheless,  I  am  sure  that  vou  agree  with 
me  that  2  per  cent  is  not  the  right  rate,  and  that  it  should  be  increased. 

Mr.  KiMBAix.  One  reason  for  a  low  rate  on  postal  savings  deposits 
is  that  it  keeps  the  postal  savings  banks  f ron  contention  with  other 
savings  institutions.  I  believe  the  rate  was  arrived  at  because  nobody 
believed  that  enough  money  would  be  deposited  in  the  Postal  Sav- 
ings System  at  an^^  such  rate  as  that  to  affect  unfavorably  any  exist- 
ing banking  institutions. 

Mr.  Meyer.  What  was  the  current  rate  of  interest  on  investments 
suitable  for  savings  institutions  10  years  ago? 

Mr.  Kimball.  That  is  a  matter  that  I  think  your  information  on 
is  so  much  more  extensive  than  mine,  Mr.  Meyer,  that  I  should  hesi- 
tate to  answer  it. 

Mr.  Meyer.  Well,  you  are  of  course  aware  that  the  rate  of  income 
on  investments  which  savings  banks  and  savings  institutions  are  per- 
mitted to  buy  has  advanced  very  materially — perhaps  from  50  t^  75 
per  cent  ? 

Mr.  Kimball.  Very  true,  and  that  is  always  true  in  periods  of 
inflation. 

Mr.  Meyer.  And  if  2  per  cent  was  proper  and  fair  10  years  ago  it 
certainly  can  not  be  fair  now,  in  the  light  of  that  advance  in  the  inter- 
est rates  on  other  securities  ? 

Mr.  Kimball.  Of  course,  I  do  not  think  that  the  postal  savings 
rate  of  interest  should  be  anything  that  would  be  in  any  sense  a  com- 
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petitive  rate  of  interest.  I  think  there  are  a  great  many  injustices, 
however,  in  the  postal  system. 

Mr.  Meter.  It  could  be  raised  above  2  per  cent  without  becoming 
a  competitive  rate,  could  it  not?  If  2  per  cent  was  noncompetitive 
10  years  ago,  when  the  income  from  savmgs  banks'  investments  was, 
perhaps,  a  great  deal  lower — was,  in  fact,  a  great  deal  lower — the 
savings  banks  would  ciertainly  be  able  to  get  a  very  much  larger 
return  on  their  investments  made  during  the  past  few  years  and  at 
present  ? 

Mr.  Kimball.  That  is  true,  but  the  savings  banks,  with  the  increase 
in  the  rate,  which  has  been  caused  by  the  present  period  of  inflation 
and  which  always  goes  hand  in  hand  with  inflation — the  savings 
banks  have  also  lost  very  largely  in  their  surpluses  on  account  of 
depreciation  of  the  market  value  of  their  holdings,  which  can  not 
be  avoided. 

Mr.  Meter.  We  understand  that,  of  course.  . 

Mr.  Kimball.  Whether  it  should  be  2  per  cent  or  2J  per  cent,  or 

fK>ssibly  even  3  per  cent,  I  should  be  much  more  strongly  inclined  to 
ook  to  the  experience  of  postal  savings  bnnks  in  other  r'ountries  than 
to  undertake  to  work  it  out  on  a  basis  of  a  competitive  money  rate. 
There  is  no  question  but  that  the  machinery  of  the  postal  savings 
system  is  so  huge  that  the  smallest  change  would  make  a  very  great 
difference,  and  I  am  inclined  to  think  that  almost  any  change,  even 
upward,  would  work  a  very  great — well,  "  hardship  "  is  not  the  word, 
but  it  would  upset  the  people  very  much ;  and  certainly  if  a  higher 
rate  were  fixed  it  shoula  be  fixed  with  the  idea  of  being  as  nearly  as 
possible  permanent.  In  so  far  as  the  wa^e  earner  who  deposits  in 
the  postal  savings  bank  is  interested  at  all  in  the  interest  rate — which 
I  think  he  is  not  very  much — he  will  not  be  unhappy  about  the  higher 
rates  paid  by  the  Government  in  other  directions  unless  he  is  familiar 
with  them,  and  if  he  is  familiar  with  them,  then  they  are  perfectly 
available  to  him;  and,  as  I  understand  it,  they  are  available  even 
through  the  post  office. 

Mr.  Meter.  But  the  higher  rate  is  not  available  in  the  form  which 
he  likes — that  of  a  postal  savings  deposit. 

Mr.  KiMBAU^.  Exactly. 

Mr.  Meter.  He  has  got  to  take  certificates,  which  he  has  no  safe 
place  to  keep  and  of  which  he  may  be  robbed.  I  heard  of  an  instance 
ihis  week  wnere  a  man  of  small  means  had  his  savings  in  his  trunk 
in  his  little  place,  and  the  place  burned  and  his  savings  were  burned 
with  it.  They  are  afraid  of  that.  Now,  a  postal-savings  deposit  is 
recoverable  even  if  the  certificate  is  lost  or  if  it  is  burned  or  stolen. 

Mr.  Kimball.  And  so,  I  understand  it,  is  the  war-savings  certifi- 
cate, if  it  is  registered. 

Mr.  Meter.  Yes. 

Mr.  KiMBAix.  And  I  understand  that  the  present  war-savings  cer- 
tificate is  only  is.sued  in  registered  form — not  the  $5  stamp,  but  the 
other  one.  liF  I  may  be  permitted  to  say  so,  T  think  we  are  perhaps 
getting  a  little  bit  aVav  from  the  subject,  which  was  a  consideration 
of  the  effect  on  deposits  of  an  increase  in  the  rate,  rather  than  a 
matter  of  justice  as  between  the  Government  and  its — shall  I  say 
*•  rttstomers  "  ? 

Mr.  Meter.  T  do  not  know  that  the  discussion  was  restricted  to  the 
effiei't  of  an  increa.se  in  the  rate. 
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Mr,  Kimball.  I  am  perfectly  willing  to  express  an  opinion,  except 
that  I  am  afraid  that  my  opinion  is  not  of  much  value.  Shall  I  pro- 
ceed? 

The  Chairman.  Yes;  go  ahead. 

Mr.  Kimball.  The  experience  in  England  during  the  war,  siii(*e 
which  England  has  been  selling  a  war-savings  certificate  some- 
what like  our  own  savings  document,  which  paid  5^  per  cent,  roughly, 
and  which  is  cashable  at  any  time,  indicates  that  the  postal  savin£:s 
there,  which  paid  2 J  per  cent,  have  not  lost  but  have  very  largely 
gained  during  this  period.  There  is  a  very  interesting  case  of  the 
fact  that  all  first  effort  helps  every  thrift  enterprise.  Activitiy  on 
the  part  of  one  type  of  savings  plan  immediately  stirs  up  activity 
in  all  the  other  savings  plans  that  are  recognized  in  the  community. 
If  the  savings  banks  get  very  active  the  building  and  loan  associa- 
tions benefit  thereby. 

Mr.  Meter.  Then,  you  agree  with  me  that  an  active  campaign  to 
promote  thrift  in  the  Postal  Savings  System  of  the  United  btates 
would  promote  thrift  in  every  other  business  and  activity  which 
depends  upon  thrift? 

Mr.  Kimball.  AVithout  the  smallest  possible  question. 

Mr.  Meyer.  So  it  would  be  difficult  to  see  what  injury  could  come 
to  the  existing  institutions  from  such  a  campaign? 

Mr.  Kimball.  I  fail  to  see  any  direction  in  which  added  activity 
on  the  part  of  the  Postal  Savings  System  could  work  any  injury 
to  any  interest. 

Mr.  Meyer.  Now,  then,  do  you  know  of  any  agency  with  which 
the  mass  of  the  people  of  the  country  are  in  more  familiar  and  inti- 
mate contact  than  the  post  office  of  the  United  States  Governments 
In  other  words,  do  you  know  any  more  effective  agency  for  promot- 
ing thrift  than  the  post  office  of  the  United  States  Government* 

Mr.  Kimball.  The  two  questions,  Mr.  Meyer,  are  not,  in  my 
opinion,  at  all  the  same.  I  consider  the  post  office  as  an  extremely 
ineffective  mechanism  for  the  promotion  of  thrift. 

Mr.  Meyer.  You  mean  that  it  has  been  ? 

Mr.  Kimball.  I  am  very  much  afraid  that  it  always  will  be. 

Mr.  Meyer.  Well,  if  it  is  ineffective  it  could  not  do  very  much 
harm  at  any  rate  ? 

Mr.  Kimball.  It  certainly  could  do  none.  I  repeat  the  statement 
that  the  more  effective  it  could  be  made  the  better  for  everybody — 
the  better  for  the  savings  banks,  and  the  better  for  all  banking  insti- 
tutions, and  the  better  for  the  people.  There  is  no  question  in  my 
mind  as  to  that. 

Mr.  Meyer.  Just  going  back  to  your  previous  testimony,  where  you 
showed  that  the  biggest  postal  savings  deposits  were  in  the  communi- 
ties where  the  already  existing  mutual  and  stock-savings  bank 
facilities  were  large,  do  you  not  think  it  reasonable  to  suppose  that 
in  communities  where  banking  facilities  are  at  a  minimum  or  non- 
existant,  that  those  people  would  be  inclined  to  avail  themselves 
of  postal-savings  facilities  if  they  could  have  them?  If  the  com- 
munities which  have  other  savings  facilities  still  find  a  call  for 
postal-savings  facilities,  is  it  not  reasonable  to  suppose  that  the 
communities  that  lack  those  facilities  would  take  advantage  of 
postal-savings  facilities  if  offered  to  them  ? 
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Mr.  Kimball.  The  experience  of  the  department,  so  far  as  I  have 
been  able  to  read  it,  would  not  indicate  that  to  be  the  case,  unfortu- 
nate as  it  may  be. 

Mr.  Meter.  Well,  you  know  that  the  facilities  as  now  offered  are 
not  very  widespread ;  only  a  little  over  10  per  cent  of  the  post  offices 
in  the  country  are  authorized  to  take  postal-savings  deposits. 

Mi.'.  KiMitALi..  As  I  understand  it,  well  over  20  per  cent  were  au- 
tlKirized — and  many  of  them  in  small  towns. 

Mr.  Meyer.  About  20  per  cent  of  them  were  authorized,  but  they 
closed  down  beoause  they  were  not  given,  in  my  opinion,  an  oi)por- 
tunity  to  develop,  and  that  is  also  the  opinion  of  Mr.  FuUaway,  the 
Assistant  Director  of  the  Postal  Savings  System;  and  you  yourself 
have  said  that  the  regulations  are  onerous.  Do  you  not  think  that  a 
change  in  the  regulations  might  be  made,  by  which  a  man  who  de- 
posits in  the  Postal  Savings  System  gets  now  no  interest  unless  his 
ninnev  is  there  for  a  vear,  and  j^^ets  no  interest  if  it  is  there  for  three- 
quarters  of  a  year  in  addition  to  one  year?  In  other  words,  if  a  man 
has  a  deposit  for  a  year  and  three-quarters,  he  only  gets  a  year's  in- 
terest, as  you  know.  Do  you  know  of  any  private  savings  system, 
including  your  own,  that  compels  a  man  to  forfeit  his  entire  interest 
if  he  has  his  savings  in  that  institution  for  eleven  and  a  half  months? 

Mr.  Kimball.  My  answer  to  that,  Mr.  Meyer,  is  that  I  believe  that 
not  only  not  a  majority,  but  not  an  appreciable  proportion  of  the 
postal  savings  deposits  are  put  there  on  account  of  the  interest  rate. 
1  do  not  question  the  injustice  of  it,  however. 

Mr.  Meyer.  You  said  that  the  regulations  were  onerous. 

ilr.  KiMBALi^.  They  are. 

Mr.  Meyer.  Yes.  1  am  not  speaking  of  the  rate,  but  I  am  speaking 
of  tlie  regulation  by  which  a  man  gets  no  interest  for  less  than  a  vear, 
or  for  part  of  a  year;  and  I  am  asking  you  if  you  know  of  any  private 
institution  in  the  savings  business  that  has  such  an  onerous  regula- 
non  in  connection  with  its  business? 

Mr.  Kimball.  In  one  department  of  our  business  a  man  gets  no  in- 
terest unless  he  continues  to  save  regularly  for  five  years. 

Mr.  Meyer.  Well,  that  is  a  special  condition? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  That  is  not  a  very  large  department,  is  it? 

Mr.  Kimball.  It  is  growing  very  rapidly.  We  allowed  interest 
^x  cme  time,  and  we  changed  the  regulation  so  that  he  forfeits  all  in- 
i<Te-t  unless  he  continue^s  for  five  years.  The  department  has  been 
iJiore  fiuccessful  since  that  change  and  is  increasingly  successful  to- 
♦I'lV.    That  is  quite  a  special  matter;  yos. 

Mr.  Meyer,  nut  you  yourself  said  that  the  re<inlations  in  the  Postal 
>nving8  System  are  onerous.  What  reirulatioiis  did  you  refer  to.  if 
y«»n  ilid  not  refer  to  that  which  provides  that  the  man  shall  forfeit 
i''^  interest  if  it  is  not  on  deposit  for  a  year? 

Mr.  Ktmbaix.  The  mechanism  is  diflicnlt  to  handle.  I  have  made 
«'epo<iit55  in  postal  savings  banks.  A  man  may  not,  for  example,  in 
a  r>os5tal  savings  bank — if  he  moves,  he  may  not  move  his  deposit 
without  a  total  loss  of  his  interest,  in  so  far  as  that  goes. 

Mr.  MfTi'KR.  Well,  those  are  some  of  the  regulations  that  I  am  rec- 
«*rnmending  should  be  amended. 
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Mr.  Kimball.  I  think  they  should  be,  as  a  matter  of  justice;  but 
I  do  not  believe  that  matters  connected  with  the  interest  rate 

Mr.  Meyer  (interposing).  But  you  were  talking  about  regulations. 

Mr.  Kimball.  Regulations  as  to  the  deposit  of  only  a  limited 
amount  within  one  month,  for  instance. 

Mr.  Meyer.  That  has  been  changed  for  many  years. 

Mr.  Kimball.  What  is  the  amount  now  ? 

Mr.  Meyer.  There  is  no  restriction  on  the  amount. 

Mr.  Kimball.  The  amount  per  month  ? 

Mr.  Meyer.  No.  That  was  one  of  the  regulations^ which  the  very 
high-drawn  fears  of  the  savings  banks  introduced  into  the  law,  and 
it  was  found  to  be  so  useless,  as  I  mentioned  to  the  committee  when 
I  testified,  that  the  restriction  was  withdrawn. 

Mr.  Kimball.  Well,  the  mechanics  of  the  system 

Mr.  Meyer  (interposing).  So  you  are  in  favor  of  an  amendment 
to  regulations  as  they  stand? 

Mr.  Kimball.  Yes.  I  think  they  are  clumsy  and  inefficient  as  they 
stand. 

Mr.  Meyer.  Mr.  Fullaway  testified  that,  so  far  as  the  mechanism 
of  the  system  and  the  more  general  effects  of  the  mechanism  were 
concerned,  in  the  course  of  nis  seven  years  as  assistant  director 
he  had  found  practically  no  complaint  with  regard  to  the  mechanism, 
although  he  had  heard  many  complaints  with  regard  to  the  regu- 
lations— and,  of  course,  he  was  constantly  studying  the  system  to 
determine  what  the  difficulties  were,  if  any. 

Mr.  Kimball.  Quite  so. 

Mr.  Meyer.  So,  do  you  think,  then,  that  one  of  the  regulations 
that  should  be  changed  is  that  by  which  no  interest  is  paid  on  de- 
posits for  less  than  one  year,  or  for  part  of  a  year? 

Mr.  Kimball.  I  think,  as  a  matter  of  justice,  that  should  he 
changed ;  j^es. 

Mr.  Meyer.  So  that  justice  is  an  element  in  your  mind,  as  well 
as  rtiine  and  that  of  everybody  else  ? 

Mr.  Kimball.  I  hope  so,  Mr.  Meyer. 

Mr.  Meyer.  Well,  1  am  sure  that  it  is.  I  wish  you  would  go  ahead 
now. 

Mr.  Kimball.  The  effect  of  an  increased  interest  rate  on  an  in- 
crease of  deposits,  I  am  told  by  savings  bank  officials,  is  usually  to 
cause  a  shift  in  the  larger  accounts,  which  are  known  as  investment 
accounts.  In  other  words,  if  an  institution  increase  its  rate  from,  say, 
3^  to  4  per  cent,  its  next  balance  sheet  will  show  an  immediate 
increase  of  deposits ;  but  a  study  of  those  deposits  will  indicate  that 
they  are  mainly  in  the  larger  sums.  On  the  other  hand,  an  increase 
of  deposits  among  the  type  of  people  in  whom  we  are  most  inter- 
ested— the  small  people — shows  that  there  is  very  little  change.  For 
instance,  in  the  last  statement  of  the  Savings  Bank  of  New  York, 
which  I  am  happy  to  say  is  much  more  modern  than,  some  of  my 
other  information  with  respect  to  which  I  have  been  unable  to  get 
the  official  reports — I  have  the  figures  up  to  the  1st  of  July  of  this 
year  on  the  New  York  Savings  Bank;  and  the  most  I'apid  increa^ 
was  shown  in  the  Drydock  Bank,  which  at  that  time  was  the  only 
3^  per  cent  bank  in  New  York  City.  I  do  not  mean  by  that  that 
the  increase  was  becausei  of  the  3^  per  cent.  I  merely  mean  that 
3^  per  cent  as  against  4  per  cent  paid  by  the  Bowery  Bank,  which 
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is  only  about  two  blocks  down  the  street,  and  by  many  other  banks, 
which  are  in  the  immediate  neighborhood,  was  not  a  sufficient  impedi- 
ment to  hold  back  that  increase,  once  it  started  to  come.  It  appears 
to  have  very  little  effect. 

It  is  cunous  to  note  that  the  only  savings  bank  in  Connecticut 
which  has  gone  out  of  business  in  the  last  few  years  is  a  little 
institution  that  paid  6  per  cent.  It  had  assets  of  $1.75  for  every 
dollar  of  liabilities;  but  there  was  not  sufficient  activity  to  justify 
the  officials  in  continuing  the  concern  in  business,  and  although  it 
paid  6  per  cent  it  just  dried  up  and  quit. 

Mr.  Meyer.  Do  you  infer  from  that  that  if  they  had  paid  2  per 
<'ent  they  would  have  been  prosperous  and  done  a  great  deal  of 
business? 

Mr.  Kimball.  Oh,  no. 

Mr.  Meyer.  I  was  wondering  what  your  conclusion  was  from 
that? 

Mr.  Kimball.  My  conclusion  was  that  the  interest  rate  is  abso- 
lutely ineffective. 

Mr.  Meyer.,  That  is,  in  certain  communities  where  there  is  no 
business  to  be  had,  that  an  increased  interest  rate  would  not  stimu- 
late business  there  ? 

Mr.  Kimball.  Not  a  bit.  I  mean  that  a  change  in  the  interest 
rate  on  the  part  of  savings  institutions  has  an  inappreciable  effect 
on  the  volume  of  smallj  accounts.  It  has  an  appreciable  effect  in 
the  shifting  of  large  accounts,  but  it  has  virtually  no  bearing  on 
the  creation  of  new  accounts.  I  want  to  be  very  clear  on  that;  I  do 
not  mean  that  by  decreasing  the  interest  rate  that  you  decrease  your 
•)e[)o6its  or  that  you  increase  them;  I  merely  mean  that  a  change  in 
the  interest  rate  is  ineffective  in  changing  the  number  of  deposits, 
<»r  the  amount  of  the  deposits  appreciably,  except  in  the  larger  units. 

Mr.  Meyer.  What  is  there  peculiar  to  savings  bank  depositors  that 
makes  them  so  indifferent  to  the  return  on  their  capital,  as  compared 
to  well-recognized  motives  on  the  part  of  other  people?  Do  not  sav- 
iuffs  bank  depositors  care  for  money  ?  Apparently  they  do,  or  they 
would  not  put  it  in  the  savings  banks.  1  can  not  quite  understand 
the  complete  indifference  to  the  return  on  the  investment  funds  or 
^avinjrs  funds  on  the  part  of  a  particular  class,  which  you  segregate 
and  say  do  not  have  the  motives  which  are  known  to  actuate  the 
balance  of  the  population. 

Mr.  Kimball.  I  think,  Mr.  Meyer,  that  perhaps  the  crux  of  the 
whole  situation  lies  in  the  question  that  you  have  just  asked.  WTiile 
it  is  unrloubtedly  true  that  people  with  a  small  amount  of  money 
Hre  vTAich  more  careless  with  their  money  than,  as  a  rule,  are  people 
with  larper  means — in  other  words,  the  tendency  to  display  extrava- 
jranre  among  people  who  have  small  sums  is  very  much  greater  than 
It  i«  among  people  who  have  more  money — I  think  the  main  reason 
that  the  intere.st  rate  is  so  ineffective  in  affecting  small  depositors  is 
U'Cttiise  they  are  j^recisely  like  the  large  depositor.  Everything  is  a 
Hiatter  of  comparison.  If  I  were  to  offer  you  50  cents  to  go  from 
h<Te  to  the  Battery,  you  would  first  consider  the  cost  of  transporta- 
tion: secondly,  the  value  of  your  time;  third,  the  amount  of  trouble 
<;ille<l  for  by  the  trip,  and  vou  would  consider  50  cents  an  inadecpiate 
iM^Tnent  for  that  trip.  ?fow,  50  cents  is  5  per  cent  on  $10.  If  I 
••.n*  to  offer  you  $5,000,000  to  go  from  here  to  the  Battery,  I  am  in- 
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clined  to  think  that  you  would  consider  the  proposition  seriously,  if 
you  believed  that  there  was  a  chance  of  your  getting  the  money.  Yet 
$5,000,000  is  5  per  cent  on  $100,000,000. 

Mr.  Meyer.  How  can  you  maintain  both  positions? 

Mr.  Kimball.  If  you  will  permit  me  to  finish 

Mr.  Meyer.  Yes;  go  ahead. 

Mr.  Ki^^iBALii.  The  wage  earner  goes  to  the  savings  bank  to  deposit 
a  hundred  dollars.  He  does  not  go  to  deposit  two  or  three  or  five 
dolhirs.  As  a  matter  of  fact,  he  usually  goes  to  deposit  more  than  a 
hunch^ed  dollars.  The  reason  he  does  not  go  oftener,  and  is  willing 
to  k^se  the  interest  on  his  money  which  has  been  accumulating  in  a 
bureau  drawer,  or  somewhere  else,  is  because  it  has  not  been  worth 
his  while  either  to  protect  the  smaller  sum  or  for  the  interest  return 
which  the  smaller  sum  would  bring  him  to  go  there.  Now,  the  differ- 
ence between  interest  at  *^  and  interest  at  4  per  cent  on  $100  in  a 
year  is  50  cents.  Yet  it  requires  much  more  than  50  cents'  worth  of 
time  to  go  to  a  savings  bank — ^to  say  nothing  of  the  effort — to  go  to 
a  savings  bank  and  make  that  deposit.  If  he  can  go  to  a  savings 
bank  which  is  nearer,  which  is  easier,  with  which  he  is  more  familiar, 
the  difference  of  50  cents  a  year  from  now  is  nothing  in  comparison 
to  the  difference  in  effort  at  this  moment. 

Mr.  Meyer.  Oh,  it  is  a  matter  of  ease? 

.Mr.  Kimball.  It  is  a  matter  of  comparison.     The  amounts  are  so 
small  that  the  difference  in  the  interest  rate  is  virtually  nil. 

Mr.  Meyer.  It  is  a  matter  of  ease  in  doing  business,  to  some  ex- 
tent, you  feel,  do  you  ? 

Mr.  Kt3iball.  To  a  very  large  extent,  Mr.  Meyer. 

Mr.  Meyer.  You  know  that  in  these  rural  communities  there  are 
millions  of  people  who  go  daily  to  the  post  office  now,  as  it  is,  do  you 
not? 

Mr.  Ki^iBALL.  Quite  true. 

Mr.  Meyer.  And  it  would  be  no  additional  trouble  for  the  man 
visiting  the  post  office,  as  he  does  daily,  to  do  a  little  postal-savings 
depositing  with  the  post  office  with  which  he  is  in  daily  contact  ? 

Mr.  Kimball.  Very  little. 

Mr.  Mey^r.  So  it  would  not  be  any  additional  trouble,  and  it  is 
an  agency  with  which  he  is  already  in  daily  contact  ? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  And  that  is  true  of  millions  of  people. 

Mr.  Kimball.  Yes ;  and  not  only  that,  but  the  man  in  the  country 
buys  postal  money  orders  to  send  off  to  Montgomery,  Ward  &  Co.. 
and  other  mail-order  houses,  and  things  of  that  kind. 

Mr.  Meyer.  So,  in  the  extension  of  the  Postal  Savings  System 
there  would  be  no  objection  from  the  standpoint  of  convenience? 

Mr.  Kimball.  I  see  no  objection  whatever.  The  extension  of  the 
Postal  Savings  System  in  every  way  that  it  can  be  extende<l  is,  in  my 
opinion,  a  highly  desirable  thing.  I  have  merely  said  that  I  do  not 
believe  that  the  mere  extension  of  the  system  will  result  in  the  enor- 
mous increase  of  deposits  that  has  been  suggested,  or  in  anything  ap- 
proximating it. 

Mr.  Meyer.  Mr.  Chairman,  when  I  gave  an  estimate  of  what  I 
thought  might  bo  done,  I  told  you  that  was  merely  my  opinion,  and 
T  also  stated,  if  you  will  remember,  that  in  my  opinion  it  would  dc- 
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pend  entirely  on  a  proper  amendment  of  the  onerous  regulations,  and 
on  the  spirit  of  efficiency  in  the  management  of  it,  and  a  desire  to  ac- 
complish results. 

Mr.  Kimball.  There,  I  think,  you  have  hit  upon  the  strongest 
point,  Mr.  Meyer. 

Mr.  Meter.  I  have  not  said  that  anybody  can  predict  with  absolute 
certainty  what  will  happen  in  the  future,  but  I  would  like  to  recall  to 
your  mind,  Mr.  Kimball,  the  fact  that  before  the  (lovernment  went 
mto  the  war-loan  business,  through  necessity,  the  maximum  number 
of  bond  buyers  in  this  country,  estimated  by  the  investment  organiza- 
tions, was  440,000,  if  I  remember  the  figure  aright — and  I  think  I 
do.  There  were  subscribers  reported  to  one  of  the  Liberty  loans 
amounting  to  about  20,000,000,  showing,  of  course,  to  some  extent, 
the  effect  of  the  patriotic  impulse,  but,  to  a  great  extent  also  the 
ability  of  the  Government  in  organizing  something  on  a  scale  that 
could  not  be  organized  privately,  or  never  was. 

It  may  also  interest  you  to  know,  if  yon  do  not  know  it  already, 
tljat  thehighest  estiiniite  made  J)v  the  nio^t  optimistic  banker  at  the 
time  of  the  first  Liberty  loan,  when  estimates  were  being  asked  as  ti> 
what  miffht  be  raised  in  the  coiiiitrv,  was  $*) 00,000,000.  Thev  ranged 
frrmi  $100,000,000  to  ^r>()0,()O0,O()(Cand  $:»()0,0;h)J.'00  was  the  maxi- 
mum. The  subscription^  to  the  fir-^t  Liberty  loan  were  $3,000,000,000, 
uitli  a  very  little  campaigning  and  wry  little  organization,  as  com- 
pared to  what  was  (levclopcd  afterwards.  I  am  saying  that  because 
while  vou  sav  that  vou  do  not  agree  with  mv  estimates — and  vou  have 
a  perfect  right  to  disagree  witli  them — T  also  say  that  the  other  esti- 
mates with  regard  to  the  possibilities  of  (Tr)vernment  inculcation  of 
ideas  with  regard  to  investment  and  thrift,  have  been  very  much 
under  what  the  subsequent  developments  sliowed. 

Mr.  Kimball.  You  are  quite  right.  There  is  no  question  about 
that. 

Mr.  Mkykk.  So  I  do  not  feel  that  whether  you  agree  or  I  agree  on 
a  figure  that  it  has  anything  to  do  with  the  proposition  as  to  whether 
or  n()t  certain  things  shoidd  be  done.  Maybe  it  woidd  not  raise  two 
and  a  half  billion  dollars 

Mr.  Kimball  (interposing).  Oh,  the  two  and  a  half  billion  could 
U»  raised, 

Mr.  Meykr.  Maybe  it  would  raise  more.  Nobody  can  tell  before- 
liund.  But  that  has  nothing  to  do  with  the  question,  from  the  point 
of  \  ipw  of  the  public  interest,  as  to  wliether  or  not  cei-tain  things  that 
I  have  recommended  should  or  should  not  l)e  done.  I  am  not  pre- 
pared, as  no  one  could  be  prepared  to  prove  in  advance  what  could 
U'  done:  but  whether  certain  things  that  are  proposed  and  recom- 
nH'Riled  tend  in  the  rifrht  direction  is  an  entirely  different  question. 

Mr.  Kimball.  Mr.  Meyer  and  Senator  Calder,  j)erhaps  at  this  point 
I  .*ihould  ask  whether  such  testimony  as  you  want  from  me  bears 
solely  on  the  revision  of  the  Postal  Savings  regulations  with  regard 
ti»  an  increase  of  thrift,  or  whether  the  committee  wishes  to  know 
whether  I  l)elieve  thrift  could  be  so  advanced  as  to  make  Mr.  Meyer's 
tMinittte  seem  mo<lest?  If  there  are  ways  which  might  be  suggested 
time  would  serve  greatly  to  increase  not  only  the  temporary  savings 
•»f  tlie  poslal  and  other  .savings  institution.s,  but  to  increase  the  per- 
nianeut  investment  fund,  it  has  seemed  to  me  that  it  miirht  l>e  worth 
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the  while  of  the  committee  to  investigate  them.  It  did  not  seem  to 
me  that  the  committee  was  interested  solely  in  suggestions  as  to  the 
effectiveness  of.  one  or  more  changes  in  the  existing  Postal  Saving 
law.  You  will  realize  that  I  came  before  you  quite  informally,  in 
response  to  a  telephone  communication.  I  have  no  definite  knowl- 
edge of  the  scope  of  your  investigation,  but  1  have  assumed  from  the 
word  "  reconstruction  "  that  it  has  to  do  more  with  the  general  prop- 
ositon  of  increase  of  thrift  than  with  the  specific  proposition  of  in- 
creasing it  by  certain  means,  namely,  by  an  increase  of  the  Postal 
Savings  rate  of  interest,  and  the  removal  of  onerous  restrictions.  Am 
1  correct  in  that  ? 

The  Chairman.  You  are  correct,  sir. 

Mr.  Kimball.  Thank  you. 

The  Chairman,  We  have  been  considering  this  proposition  of 
Mr.  Meyer's,  which  appears  to  the  committee  as  having  a  great  deal 
of  merit,  but  we  will  be  more  than  pleased  to  have  you  propose  here 
anything  that  you  have  in  your  mind  that  vou  think  would  be  help- 
ful in  encouraging  thrift  on  the  part  of  the  people.  That  is  what 
we  want. 

Mr.  Kimball.  Thank  you.  Senator, 

The  Chairman.  That  is  the  purpose  of  our  inquirJ^ 

Mr.  Meyer.  I  am  sure,  Mr.  Chairman,  that  the  committee  wants 
to  hear  everything  on  the  subject. 

The  Chairman.  Yes ;  of  course  we  do. 

Mr.  Meyer.  But  the  particTilar  point  of  Mr.  Kimball's  appear- 
ance at  this  particular  time  was  to  ask  him  why  he  thought  the 
recommendations  proposed  were  not  advisable,  if  he  thought  so. 
as  he  was  quoted  or  appeared  to  be  quoted.  I  think  that  we  want  to 
discuss  both  the  advisability  of  the  recomtiiendations,  or  the  ina<l- 
visability,  as  well  as  the  whole  subject  of  thrift. 

The  Chairman.  Undoubtedly. 

Mr.  Meyer.  There  is  nothing  exclusive  about  it.  On  the  other 
hand,  you  would  be  interested  in  having  views  particularly  with 
reference  to  this  proposal  ? 

The  Chairman.  Certainly.  Mr.  Kimball,  I  know  you  have  de- 
voted most  of  your  life  to  ]ust  these  very  questions — the  subject  of 
the  encouragement  of  savings  on  the  part  of  the  people. 

Mr.  Kimball.  Yes. 

The  Chairman.  As  you  have  said  earlier  in  your  testimony,  it  is 
the  one  thing  that  America  and  all  the  world  needs  to-day — the 
encouragement  of  saving  on  the  part  of  all  the  people — labor,  busi- 
ness men,  and  eveiy  one. 

Mr.  Kimball,  les. 

The  Chairman.  If  we  could  accomplish  that,  we  could  get  out  of 
our  troubles  a  great  deal  quicker. 

Mr.  Kimball.  Yes;  I  think  that  is  perfectly  true.  I  want  to  sav 
that  if  I  was  quoted  in  a  newspaper,  Mr.  Meyer,  as  saying  that  1 
opposed  the  suggestions  that  you  had  made,  I  was  misquoted.  What 
I  said  was  that  I  was  afraid,  from  all  that  I  could  aiscover  from 
similar  experiments,  that  the  changes  suggested  would  not  result 
as  it  had  been  hoped,  and,  as  a  matter  of  fact,  owing  to  the  more  or 
less  prejudiced  condition  in  the  minds  of  a  great  many  bankers,  I 
think  it  is  quite  conceivable  that  too  great  a  change  in  the  postal 
savings  regulations,  just  though  they  might  be,  might  operate  to 
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stir  up  such  a  lot  of  opposition  that  they  would  be  much  less  effective 
than  thev  really  ought  to  be. 

Mr.  Meyer.  How  would  the  prejudice  of  bankers  affect  it?  Do 
you  mean  they  would  be  able  to  interfere  with  the  passage  of  laws 
and  regulations  of  the  right  kind,  or  that  they  would  interfere  with 
the  operation  of  them  afterwards?  I  may  say  that  very  many  large 
bankers  are  in  entire  accord  with  the  program.  You  happen  to 
know  some  who  are  opposed  to  it,  but  1  know  others  who  are  in 
favor  of  it. 

Mr.  Kimball.  Oh,  the  large  bankers  are  in  favor  always  of  every 
plan  which  looks  as  though  it  might,  in  the  best  way,  encourage 
thrift.  Unfortunately,  the  large  banker  is  not  the  banker  with  whom 
the  public  at  large  has  to  deal. 

Mr.  Meter.  Well,  they  think  of  public  problems  in  a  large  way, 
necessarily? 

Mr.  Kimball.  A  man  like  John  Pulleyn,  president  of  the  Emigrant 
Industrial  Saving  Bank,  is  strongly  in  favor  of  every  plan  for  the 
encouragement  of  thrift,  whether  it  be  a  Government  plan  or  a  pri- 
vate plan. 

Innumerable  bankers,  men  operating  small  institutions — and  some- 
times pretty  important  ones — some,  i  regret  to  say,  operating  very 
large  ones  right  here  in  this  town — are  viciously  opposed  to  the  pres- 
ent war  savings  and  thrift  certificates  proposition.  They  have  oeen 
instrumental  in  keeping  large  employers  from  adopting  those  plans 
fcir  the  encouragement  of  thrift;  they  have  thought  that  the  only 
tiling  that  was  worthy  of  consideration  was  that  which  led  imme- 
<liately  across  their  own  individual  deposit  windows,  and  those  men 
throughout  the  country — not  the  large  ones,  not  the  important  ones, 
not  the  influential  ones — because  they  are  all  broad-minded  men — 
l>ut  the  small  banker  is  unfortunately  only  too  influential,  both 
politically  and  industrially  in* his  own  bailiwick — I  do  not  Imow 
whether  you  have  come  into  much  contact  with  him. 

Mr.  Meyer.  I  have  met  a  fairly  representative  number  of  bankers 
from  representative  sections  of  the  country. 

Mr.  KiMRALL.  I  mean  the  small  back-countrv  banker. 

The  Chairman.  Mr.  Kimball,  would  it  not  be  well  for  us  to  go  on 
anil  have  your  criticism  of  Mr.  Meyer's  proposition,  and  then  the 
nimmittee  would  be  very  glad  to  have  any  suggestions  you  have  to 
niake  I 

Mr.  Ki3fBALL.  I  should  like  to  go  on.  Senator,  thank  you. 

The  Chairman.  Then,  proceed. 

Mr.  Kimball.  I  think  one  of  the  most  interesting  things  that  I  have 
<t)me  across  in  this  entire  situation  on  interest  rate  has  been  the  cry 
of  the  agitator  who,  in  a  great  many  instances— in  Detroit,  as  vou 
[>robably  know,  the  average  rate  of  interest  is  3.65  per  cent.  Tliey 
«:iy  a  penny  a  day  on  a  hundred  dollars — the  savings  banks  pay  it. 
"he  interest  rate,  as  you  know,  varies  in  many  cities.  In  Chicago  the 
tr'>ing  rate  is  3  per  cent. 

The  Chairman.  It  is  not  the  practice  in  Detroit  to  pay  duily  in- 
t»r»*st,  is  it? 

Mr.  Kimbaix.  No;  but  they  figure  it  that  way.  That  is  like  the  old 
''.r»:>  and  7.30  rate  bonds  of  the  war  period,  or  the  currency.  The  agi- 
':itors  in  Detroit,  where  they  are  very  active,  find  a  man  saving  $2  a 
*^<*fk  and  they  laugii  at  him  because  they  say,  "  You  see  Jack  over 
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there;  he  saves  $2  a  week;  he  will  not  take  his  family  to  the  movies; 
and  if  he  keeps  it  up  for  a  year,  he  will  get  a  penny  a  day.  Jack  is  a 
penny-a-day  man."  In  other  words,  they  try,  by  ridicule,  to  prevent 
the  accumulation  of  funds,  because  the  agitator  realizes  more  clearly 
than  we  do  the  fact  that  a  man  who  has  property  is  a  very  difficult 
person  to  agitate. 

The  point  of  interest  rate  and  of  distribution  I  think  I  iiave 
covered. 

The  next  point,  it  seems  to  me,  is  one  that  Mr.  Meyer  himself  jil4 
brought  up — to  what  extent  does  salesmanshii)  increase  .«avin^^! 
Salesmanship  is  a  large  term.  A  postmaster  who  is  active  anJ  in- 
terested might  well  be  a  powerful  salesman.  While  I  have  not  ^iven 
the  Postal  Savings  System  sufficient  study  in  detail  to  form  a  definite 
opinion,  I  should  incline  to  the  belief  that  of  two  banks  in  siinihir 
communities  one  might  be  extremelv  successful  and  the  othtT  iiiiirlit 
be  extremely  unsuccessful  and  inactive,  depending  entirely  on  the 
activity  and  the  interest  on  the  part  of  the  man  at  the  head  of  that 
local  office.     Ts  that  not  true,  Mr.  Meyer? 

Mr.  Meyer.  Undoubtedlv,  yes;  and  vou  mav  be  interested  to  knovr. 
Mr.  Kimball,  that  one  of  the  recommendations  that  I  made  to  the 
committee  was  that  the  postmasters  who  are  not  now  given  credit  in 
counting  the  savings  business  of  the  local  post  offices  on  which  the 
rating  which  determines  their  pay  is  based,  should  be  given  recogni- 
tion in  a  reasonable  way  for  that  work,  because  as  it  is  now  the  pres- 
ent regulation  makes  postmasters  interested  in  having  no  postal  sav- 
ings, if  possible.  They  are  not  even  neutral  on  it ;  they  are  not  even 
indifferent  to  it. 

Mr.  Kimball.  Unless  there  has  been  a  great  change  in  the  reiijulu- 
tion  since  I  was  familiar  with  them,  postal  saving  deposits,  which 
have  to  be  split  up,  as  I  understand  it,  between  a  whole  lot  of  Fe^lenil 
reserve  banks  daily,  must  be  an  infernal  nuisance  to  the  postmaster. 

Mr.  Meyer.  I  do  not  think  that  particular  feature  has  bothen^l 
them  so  much,  because  as  it  is  now,  in  the  village  where  I  live,  or  near 
where  I  live,  the  postmaster  tells  me  that  he  simply  sends  the  money 
to  the  postmaster  in  New  York,  under  the  regulations,  and  in  New 
York  it  is  distributed  to  the  banks  by  the  postmaster  here. 

Mr.  Kimball.  That  is  because  there  are  no  Federal  reserve  banks 
in  or  near  that  city  ? 

Mr.  Meyer.  Yes ;  that  happens  to  be  the  reason  in  that  case :  but 
certainly  no  one  likes  to  have  a  lot  of  work  and  a  lot  of  responsi- 
bility without  any  compensation  or  recognition  for  it. 

Mr.  Kimball.  Oh,  no. 

Mr.  Meyer.  And  the  present  regulation,  you  will  agree  with  me, 
I  infer,  is  effective  in  preventing  salesmanship  and  activity  on  the 
part  of  the  postmaster? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  Or  even  to  stimulate  him  to  discourage  and  avoid  the 

business? 

Mr.  Kimball.  I  know  that  to  be  a  fact. 

Mr.  Meyer.  And  it  is  a  very  important  and  interesting  fact. 

Mr.  Kimball.  I  know  that  by  conversing  with  postmasters  in  all 
towns. 
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Mr.  Meter.  They  had  rather  not  have  the  postal  savings  deposits, 
because  it  is  simply  an  additional  burden  and  trouble  to  them  without 
coinpensation  or  recognition  for  it. 

Mr.  KiMiSALL.  Yes ;  and  without  credit. 

Mr.  Meter.  And  you  think  that  regulation  should  be  changed? 

Mr.  Kii^BALL.  Yes. 

Mr.  Meter.  That  was  one  of  mv  recommendations. 

Mr.  Kimball.  Mr.  Meyer  brought  up  the  huge  success  of  Govern- 
ment in  the  flotation  of  the  various  Lioerty  loans.  That  success,  in 
my  opinion,  came  about  entirely  through  the  bringing  together  of 
probably  the  most  extraordinary  sales  organization  that  was  ever 
Drought  together  in  the  world  anywhere.  The  banks  and  the  invest- 
ment houses  were  drawn  upon  very  freely;  the  manufacturers  and 
employers  were  impressed  into  the  service ;  the  best  sales  brains  and 
an  incalculable  amount  of  sales  energy  were  thrown  into  those  cam- 
paigns, with  a  constantly  increasing  result.  The  effect  of  salesman- 
ship on  straight  thrift  is  difficult  to  measure,  because  there  has  been 
very  little  in  this  country  of  salesmanship  applied  to  straight  thrift. 
There  are  organizations  in  this  country  which  will  undertake,  at  the 
rate  of  $3,5(K)  a  thousand,  to  secure  savings  bank  accounts.  That 
is  quite  extraordinary — and  they  deliver,  too.  The  experience  in 
France  was  quite  extraordinary  and  very  marked  on  that  subject. 
About  1890  tne  great  French  iJanking  institutions  began  going  out 
into  the  market  selling  bonds.  Their  success  was  so  great  that  one 
form  of  Government  security  which  had  hitherto  been  sold  in  France 
virtually  went  out  of  the  market  entirely.  It  is  probable  that  the 
French  banking  houses  have  disposed — I  am  speaking  of  before  the 
war,  because  the  war  figures  on  these  matters  are  all  deceptive;  gov- 
ernmental loans  and  things  of  that  kind  are  all  deception — but  before 
the  war  it  is  probable  that  the  French  banking  houses  had  sold  in 
U)n<is,  prepared  especially  for  the  small  investor,  to  be  attractive  to 
him.  well  over  4(),000 ,000,000  francs.  That  does  not  take  into  account 
the  bcmds  of  the  Credit  Francaise,  which,  as  you  know,  is  an  institu- 
tion through  which  all  French  cities,  with  the  exception  of  Paris, 
Ax\<\  great  numbers  of  French  individuals  borrow  on  lands  or  cor- 
I'orate  obligations,  which  are  distributed  largely  through  the  banks 
to  the  small  holders.  The  sales  of  securities  in  France  probably  repre- 
M»!it  a  total  at  least  fifteen  times  as  great  as  the  total  (le))osits  in  all 
of  the  French  savings  banks,  postal  and  private.  In  other  words, 
'^'hile  the  savings  bank  deposits  are,  roughly,  COOO.OOO.OiH)  francs, 
I  think  a  conservative  figure  as  an  estimate  of  the  holdings  of  the 
-Tnall  people  in  boncls  would  be  90,000,000,000  francs.  The  growth  of 
Ijfe  insurance — and  here,  again,  we  come  to  the  interest  rate  in  an 
irnlireK  way 

Mr.  Miller  (interposing).  Have  you  finished  with  France? 

Mr.  Kimball*  Yes;  I  think  so.    Why? 

Mr.  Miller.  I  wanted  to  make  a  comment  as  to  some  information 
t\iit  I  M.H'ureil,  tlnit  the  postal-savings  rate  in  France  was  4  per  cent 
f'lr  three  months  and  4J  per  cent  for  six  months  and  5  ])er  cent  for 
•  \<-«r,  and  that  if  a  man  should  keep  his  deposit  there  for  seven 
i»  oiith«*  it  would  be  at  a  rate  for  six  months.  It  would  appear  that 
♦h.it  int«»rest  rate,  which  is  much  higher  than  ours,  is  no  deterrent 
To  the  operations  of  the  French  savings  banks. 
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Mr.  Kimball.  That  must  be  a  very  recent  regulation. 

Mr.  Miller.  I  can  not  say  how  recent  it  is. 

Mr.  Kimball.  Because  my  studies  of  the  French  postal  system, 
which  cover  all  the  reports  from  the  beginning  of  the  system  up  to 
1914,  and  some  later  than  that,  did  not  take  into  account  any  such 
interest  rate. 

Mr.  Meyer.  Every  Frenchman  is  educated  to  buy  the  French  rentes, 
ivhich  have  some  features  differing  from  bonds  in  this  country,  he- 
cause  you  can  go  and  have  yourself  "  aspree,"  as  they  call  it,  which 
means  nothing  more  than  that  your  name  is  put  down  in  the  local 
Government  office  in  a  book — it  may  be  the  post  office,  for  all  that  I 
know — and  it  has  a  good  deal  in  common  with  a  savings  deposit.  Of 
course,  it  is  salable,  but  there  is  not  any  danger  of  its  being  lost,  as  is 
here  if  it  is  not  registered. 

Mr.  Kimball.  On  the  other  hand,  the  French  Government  offers  a 
higher  rate  of  interest  if  it  is  registered.  I  am  speaking, of  before  the 
war,  under  peace  conditions. 

Mr.  Meyer.  Yes. 

Mr.  Kimball.  It  offers  a  higher  rate  of  interest  solely  for  the  pur- 
pose of  securing  registration,  and  even  that  higher  rate  of  interest 
was  not  able  to  induce  anything  like  the  majority  of  the  holders  of 
French  rentes  to  inscribe  their  bonds.  Moreover,  the  total  of  French 
rentes  in  the  hands  of  the  people  is,  I  should  say,  well  under  25  per 
cent  of  the  total  of  the  investments  in  the  hands  of  the  French  people. 

Mr.  Meyer.  I  think  that  is  very  interesting,  but  how  does  it  l)ear 
on  the  situation  here  ? 

Mr.  Miller.  The  reason  that  I  raised  the  question  is  that  the  inter- 
est rate  in  France  is  higher  than  it  is  here,  and  yet  they  are  very  pros- 
perous in  other  lines  of  savings  there,  and  the  high  rate  does  not  seem 
to  affect  the  situation  at  all. 

Mr.  Kimball.  Of  course,  the  French  savings  are  not  one-fifth  of  the 
savings  in  this  country  in  gross. 

Mr.  Miller.  Per  capita  ? 

Mr.  Kimball.  The  proportionate  number  of  depositors  is  very  much 
greater  there,  but  about  40  per  cent  of  the  depositors  in  French  savin»rs 
banbs  are  minors. 

The  Chairman.  As  I  gather  from  your  statement  this  morninir* 
Mr.  Kimball,  while  you  believe  if  the  laws  and  regulations  concern- 
ing postal-savings  banks  were  changed  so  as  to  make  it  easier  to 
deposit  money  and  to  afford  higher  rates  of  interest*  and  would  un- 
doubtedly increase  them  a  great  deal 

Mr.  Kimball  (interposing).  I  should  reserve  the  interest  rate  as 
having  a  very  small  effect. 

The  Chairman.  You  think  an  increase  in  the  interest  rate  would 
have  a  very  small  effect? 

Mr.  Kimball.  Yes. 

The  Chairman.  Even  if  all  these  things  happen,  it  will  not  mate- 
rially affect  the  deposits? 

Mr.  Kimball.  I  think  not  materially,  except  in  the  larger  units* 
which  is  a  shifting  of  deposits.  An  increase  in  the  interest  rate  will 
not  materially  create  postal-savings  accounts.  It  may  shift  savings- 
bank  accounts  from  other  institutions,  but  not  appreciabl)\  I  think 
Mr.  Meyer'3  other  suggestion  of  making  it  worth  while  for  the  post- 
master and  showing  an  interest  in  the  organization,  without  any 
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change,  if  that  were  necessary,  would  be  more  effective  than  a  change 
of  the  rate. 

The  Chairman.  You  think  if  that  were  done,  making  it  worth 
while  for  the  postmaster,  that  it  would  be  effective,  and  that  it  would 
ho  feasible  to  operate  these  postal-savings  banks  in  all  of  the  small 
jx^j-t  offices  of  the  country  and  the  out-of-the-way  places  of  the  United 
States? 

Mr.  KiMiuLL.  The  individual  postmaster  in  the  very  small  place 
is  generally,  even  when  energized,  not  very  energetic,  but  I  think  that 
i^  the  only  way  in  which  they  could  be  built  up  to  an  appreciable  ex- 
tent; that  is,  by  making  it  worth  the  postmaster's  while,  either  in 
credit  or  in  some  other  way.  It  is  questionable  whether  it  could  be 
maile  so  in  money,  but  in  some  way  or  other,  so  that  it  would  redound 
to  his  credit  and  interest  liim  in  the  situation.  I  think  a  bureau  in 
Washington  that  could  interest  the  postmasters  and  keep  them  alive 
to  the  situation  would  do  a  lot  of  good,  undoubtedly.  I  do  not  know 
what  your  time  for  adjournment  is,  Senator. 

The  Chairman.  You  have  about  half  an  hour  more. 

Mr.  Kimball.  I  will  require  only  a  very  short  while  to  finish. 

The  Chairman.  Proceed. 

Mr.  Kimball.  I  would  like  to  get  back  to  one  constructive  sugges- 
tion— I  am  afraid  that  most  I  have  said  seems  destructive  and  dis- 
couraging. 

The  Chairman.  That  is  all  right,  sir. 

Mr.  KiMHALL.  I  do  not  mean  that  it  should.  In  the  matter  of 
^^^le^^manshi]),  before  I  get  away  from  it,  because  it  is  of  v.ital  impor- 
tan*e,  I  should  like  to  Ijring  out  one  point.  The  State  of  Massachu- 
>t>tts,  us  you  probably  know,  following  Mr.  Gladstone's  attemj)t  in 
(ireat  Britain,  in  1907  set  up  an  industrial  insurance  business  of  its 
own.  The  object  of  that  was  to  supply  insurance  to  the  small  people, 
which  is  very,  very  costly  as  compared  with  the  insurance  that  you 
and  I  buy,  or  what  is  called  ordinary  insurance,  at  a  much  less  price. 
The  ilevice  for  <loing  that  was  leaving  off  the  cost  of  solicitation  and 
rolle<-tion — mainly  solicitation,  which  is  very  costly.  By  doing  that 
the  State  succeeded  in  reducing  the  premium  to  the  workingman 
more  than  35  per  cent.  In  other  words,  roughly,  a  workingnian 
rould  buy  from  the  State  of  Massachusetts  for  $2  the  same  protection 
for  which  he  paid  the  commercial  companies  $3.  After  10  years  of 
op4Tation.  so  that  the  plan  is  no  longer  an  experiment,  last  year  the 
State  of  Massachusetts  wrote  l,r^r)3  i)olicies.  In  the  same  time  the 
industrial  companies,  at  a  iV)  per  cent  higher  rate,  which  is  coni- 
piimble  to  the  difference  in  interest  rate,  with  the  use  of  .solicitation. 
on  which  they  had  spent  this  a<lditional  amount  of  immey,  wrote 
I24,(HX)  nolicies — more  than  one  hundred  tinu»s  as  many. 

The  Kquitable  Life  Insurance  Co.  of  liondon  is  175  years  old,  and 
!.*•  %'erv  strontr.  It  is  cimducted  precisely  as  are  all  life  insuran<e  com- 
j^anies,  but  it  does  not  solicit  business.  It  makes  no  effort  to  get  busi- 
iiesH.  It  is  open  from  10  to  4,  like  a  savings  bank.  The  business 
clone  by  that  concern  is  less  than  one-third  of  I  per  cent  as  great  as 
the  bnsineKs  done  by  the  Equitable  in  New  York— which  is  not  the 
Inrgest  company  in  this  coimtry.  but  I  merely  took  the  two  companies 
t»e«-aus«t*  thev  were  of  the  same  name.  The  «mly  difference  in  their 
work  is  that  the  Ecjuitable  of  LoncUm  does  not  solicit  business,  while 
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the  Equitable  of  New  York  does.  In  other  words,  life  insurance  has 
to-day  about  $6,000,000,000  of  assets,  which  constitute  a  huge  saving:s 
fund,  because  of  the  active  day  by  day  solicitation.  The  president  of 
one  life  insurance  company  in  New  York,  when  I  asked  him  to  what 
extent  he  attributed  the  success  of  his  company  to  solicitation,  laughed 
and  said,  "  If  a  man  came  into  the  office  and  offered  to  buv  an  in- 
surance policy,  and  was  not  brought  in  by  an  agent,  we  should  think 
there  was  something  the  matter  with  him,  and  we  would,  almost  auto- 
maticallv,  decline  him." 

Mr.  Meyer.  May  I  just  ask  a  question?  The  element  of  salesman- 
ship is  an  important  item  in  the  promotion  of  thrift,  as  it  is  in  other 
business.  Is  there  anything  in  this  plan  which  interferes  with  the 
salesmanship  of  any  legitimate  thrift  industry? 

Mr.  Kimball.  Not  in  the  least. 

Mr.  Meyer.  And  is  there  anything  which  this  committee  can  do 
to  help  in  a  constructive  way  along  the  line  of  the  ideas  that  you  are 
discussing? 

Mr.  Kimball.  I  think  so. 

Mr.  Meyer.  I  was  just  wondering  what  the  Senate  Committee  on 
Reconstruction  and  Production  could  do  with  regard  to  the  sales- 
manship involved  in  personal  solicitation  for  private  enterprises.  It 
does  not  seem  to  me  that  it  could  do  anything,  and  I  would  like  to 
ask  Mr.  Kimball  if  he  would  point  out  what  could  be  done? 

Mr.  Kimball.  I  hope  so.  I  will  put  aside,  because  of  the  limit  of 
time,  the  question  as  to  the  permanence  of  savings  banks  deposits, 
especially  those  in  the  Postal  System.  It  has  been  testified  here, 
although  I  did  not  know  of  it  before,  that  62  per  cent  of  the  accounts 
are  closed  within  the  period  of  the  first  year. 

Mr.  Meyer.  Not  62  per  cent  of  the  accounts,  I  think,  Mr.  Kimball; 
but  62  per  cent  of  the  deposits  made  during  a  year  might  be  with- 
drawn during  the  year. 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  But,  of  course,  the  growth  of  the  number  of  accounts 
is  steady  year  by  year. 

Mr.  Kimball,  i  es ;  there  is  no  question  about  that.  That  is  true 
in  all  savings  institutions,  but  it  is  also  true  that  savings  banks  are 
not  a  permanent  form  of  investment,  or  /Jo  not  constitute  permanent 
investment  funds,  except  in  exceptional  cases.  There  are  a  lot  of  old 
ladies  in  Massachusetts  who  have  30  or  40  savings  bank  accounts,  up 
to  the  limit,  and  who  draw  their  interest  and  live  on  it.  There  are 
many  of  those,  l)ut  in  the  main  savings  banks'  accounts  do  not  last 
on  an  average  more  than  five  years,  and  the  withdrawals  from  any 
savings  bank  are  approximately  20  per  cent  of  its  total  resources — 
from  20  to  'I'o  per  cent  of  the  total  resources — ever}^  year.  The  aver- 
age savings-bank  depositor,  as  I  have  said,  does  not  go  to  the  savings 
l)ank  once  a  year,  and  his  average  transaction  is  from  $60  to  $200. 
It  is  not  the  small  thrift  push  that  we  are  driving  at. 

I  have  set  up  a  question  here:  "In  what  way  may  the  Govern- 
ment, by  direct  action,  increase  savings  throughout  the  countrj'i" 
I  think  that  is  a  quest i(m  that  is  pertinent. 

Such  study  as  I  have  been  able  to  make  of  the  operation  of  tlie 
Federal  reserve  act  indicates  that  whatei^er  the  Federal  Reserve 
Board  has  undertaken  to  accomplish,  it  has  been  successful  in  accom- 
plishing it,  entirely  by  showing  the  banks  the  profit  that  could  l>e 


BECONSTRUCTION  ANB  PRODUCTION.  659 

made  in  these  directions.  The  exhortations  of  the  Federal  reserve 
bank  are  not  nearly  so  effective  as  those  provisions  of  the  Federal 
reserve  act  under  which  the  banks  may,  by  certain  forms  of  transac- 
tions which  the  Federal  Reserve  Board  considers  desirable,  directly 
profit.  A  few  years  ago  the  trade  acceptance  was  not  known  in  this 
country,  as  a  general  thing.  To-day,  however,  the  trade  acceptance 
has  been  very  largely  used.  The  facilities  of  the  Federal  reserve 
banks  have  been  used  because  by  their  use  the  banks  making  up  the 
Federal  Reserve  System  have  had  very  profitable  business. 

I  believe  that  if  this  committee  or  Congress  should  formulate  a 
commission  charged  with  the  duty  of  causing  to  be  organized  a 
popular  investment  corporation,  based  perhaps  on  the  lines  of  the 
British  investment  trusts — that  if  such  a  corporation  were  under  the 
direct  supervision  of  the  Federal  Reserve  Board,  and  of  the  Federal 
reserve  banks  of  the  various  districts,  that  if  its  stock  were  sub- 
scribed or  distributed  mainly  among  bankers — investment  bankers — 
merchants,  labor  unions,  and  other  interests,  which  either  are  or 
might  proifitably  be  in  direct  and  constant  contact  with  the  people^ 
ana  that  if  such  a  cori3oration  should  cause  to  be  issued  little  bonds — 
technically,  debentures,  perhaps — based  on  values  at  least  as  re- 
stricted as  the  most  restricted  savings  bank  regulations,  that  if  by 
a  slight  decrease  in  the  drawing  interest  rate,  and  the  capitalization, 
of  that  interest  rate  into  a  different  price,  and  a  substantial  profit 
of  from  2  to  6  per  cent  in  the  sale  of  these  small  securities  could  be 
promised,  the  25,000  banks  of  this  country — or  more — 35,000,  I  ex- 
pect, by  now — and  the  investment  houses,  with  thousands  of  em- 
I)loyees,  would  be  drawn  into  the  sale  of  small  securities,  for  the 
same  reason  that  they  have  gone  into  the  handling  of  other  business, 
be  aiise  it  represents  a  profit. 

I'p  to  now  the  sale  of  small  securities  has  always  represented  a 
loss.  I  believe  that  while  the  Government  should  not  own  any  of 
the  stock  of  such  an  institution,  that  it  should  regulate  its  activities 
rer>*  largely. 

Mr.  Meyer.  That  would  give  a  feeling  of  responsibility  of  the 
<  iovernment  to  the  buver  of  the  bond  ? 

Mr.  KiMiiAix.  If  that  could  be  accomplished,  it  would  be  per- 
haf>s  desirable,  or  perhaps  not. 

Air.  Meyer.  I  mean  vour  idea  was  that  the  (Jovernment  should 
regulate  it  to  such  an  extent  that  the  buyer  of  the  bond  wouhl  feel 
that  he  was  buying  a  bond  with  the  moral  guarantee  of  the  (lov- 
ernment  behind  it? 

Mr.  Kimball.  Bv  no  means:  no.  There  should  be  no  more  moral 
guarantee  of  the  (lovernment  than  there  is  a  moral  guarantee  of 
the  State  of  New  York  as  to  the  safety  of  the  P^migrant  Industrial 
or  any  other  savings  bank.  The  State  does  not  guarantee,  but  the 
Stale  -sujiervises. 

Mr.  ilEYER.  Then  you  think  the  thing  should  be  restricted  to  mere 
supervision? 

Sir.  Kimball.  Of  the  closest  kind. 

Mr.  Mryer.^  The  relationship  of  the  Government  to  it  should  be 
*ui>«*rvisi*ry  ^ 

Mr.  KiMRALL.  Yes. 

Mr.  Meyer.  And  how  would  that  promote  the  sale  of  the  bonds? 

Mr.  Kimball.  It  would  not. 
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Mr.  Meyer.  Then,  what  can  the  Government  do  to  assist,  if  it 
would  not  do  that?^  What  can  the  Government  do?  Authorize  the 
organization  of  a  corporation?  That,  in  itself,  is  not  enough  to 
stimulate  sales  ? 

Mr.  Kimball.  Quite  so,  but,  on  the  other  hand,  the  Govenunent,  by 
initiating  such  a  program  as  that,  by  drawing  the  bankers  into  the 
situation,  would,  I  believe,  be  able  to  set  up  among  the  very  ])eopIe 
who,  with  the  success  that  you  yourself  exercised,  brought*  out  the 
Liberty  bonds ;  and  I  believe  that  those  forces  of  salesmanship,  on 
a  profit  basis,  the  same  as  the  Federal  reserve  banks  has  made  other 
business  profitable,  and  has  thereby  encouraged  it — I  think  that  such 
a  business  could  be  made  profitable  and  thereby  encouraged. 

Mr.  Meyer.  These  banking  organizations  are  now  all  actively  at 
work  trying  to  make  profit  by  selling  securities? 

Mr.  KiMBALi..  In  large  units  only. 

Mr.  Meyer.  I  see  a  vast  amount  of  bond  issues  that  have  come  out 
in  small  units — one  hundreds  dollars  or  so.  The  French  Government 
also  has  some  small  bonds — a  recent  issue. 

Mr.  Kimball,  And  you  will  also  find  that  every  banker  who  has 
contact  with  them  will  tell  you  that  the  handling  of  those  small  bonds, 
which  is  virtually  the  sale  at  retail  of  a  commodity  at  a  wholesale 
price,  is  unprofitable  and  unsatisfactory. 

Mr.  Meyer.  The  average  underwriting  and  selling  commission  of 
a  private  banker  on  a  bond  issue  is  what,  in  your  opinion! 

Mr.  Kimball.  I  should  hesitate  to  say. 

Mr.  Meyer.  It  is  from  3  to  5  per  cent,  is  it  not? 

Mr.  Kimball.  Well,  yes., 

Mr.  Meyer.  And  you  still  feel  that  that  does  not  warrant  the  han- 
dling of  a  hundred-dollar  bond,  and  you  propose  to  raise  it  from  2 
to  6  per  cent  ? 

Mr.  Kimball.  It  is  possible  it  might  have  to  be  raised  to  8  per  cent 
Our  experience  would  tend  to  prove  that  the  business  could  be 
profitably  handled  up  to  that  price. 

Mr.  Meyer.  Assuming  all  you  say  to  be  true,  I  infer  that  you  do 
not  think  that  even  those  things,  if  done,  the  probability  of  which 
might  be  in  question,  should  interfere  with  the  paying  of  a  some- 
what higher  rate — you  said  perhaps  2^  to  3  per  cent — that  even  3  per 
cent  might  be  all  right  on  postal  savings  ? 

Mr.  Kimball.  As  a  matter  of  justice,  but  not  as  a  matter  of  in- 
creasing business. 

Mr.  SIeyer.  Well,  for  whatever  reason. 

Mr.  Kimball.  Quite  so. 

Mr.  Meyer.  You  think  also  that  it  would  be  in  the  public  interest 
and  in  the  interest  of  the  promotion  of  thrift  that  a  larger  mm^iber 
of  offices  should  be  authorized  to  accept  Government  savings  deposits! 

Mr.  Kimbali..  Well,  in  some  communities.  I  think  in  every  plaa* 
that  they  could  be  made  active  they  should  unquestionably  be  estab- 
lished. 

Mr.  Meyer.  And  you  believe  they  could  be  made  active  in  more 
than  6,500  offices,  I  assume? 
Mr.  Kimball.  I  certainly  do. 

Mr.  Meyer.  And  you  also  agree  with  my  third  recommendation 
for  an  amendment  of  the  onerous  regulations  that  permit  of  no  in- 
terest for  less  than  a  year? 
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Mr.  Kimball.  I  do. 

Mr.  Meyer.  And  you  also  agree  that  the  postmasters,  whom  you 
consider  the  first  element  of  salesmanship,  as  a  matter  of  self-interest, 
should  be  given  consideration  in  their  rating  on  which  their  compen- 
sation is  based? 
Mr.  Kimball.  B3»^  all  means. 

Mr.  Meter.  I  am  inclined  to  refrain  from  asking  your  opinion  on 
my  fourth  recommendation  unless  you  would  like  to  express  one. 
It  is  that  the  law  should  be  amended  by  which  more  than  half 
of  the  funds  are  deposited  in  bank  at  2J  per  cent,  at  a  time  when  the 
(lovernment  is  paying  from  4  to  6  per  cent  on  its  various  issues.  I 
tliought  that  was  an  antiquated  condition  that  was  introduced  10 
years  ago,  when  our  Government  was  not  a  borrower  of  money  and 
when  our  (lovernment  securities  paid  2  per  cent,  for  the  most  part, 
and  were  mostly  used  for  circulation  j)urposes:  but  now,  when  the 
<iovemment  is  paying  6  per  cent  on  short-time  certificates,  you  do 
not  think  that  it  is  appropriate  to  take  the  Government  postal  sav- 
ing fun(Ls  and  deposit  them  at  2i  per  cent? 

Mr.  Kimball.  I  think  the  whole  question  of  local  deposits  is  en- 
tirely a  matter  of  local  profit  for  the  local  banker.  It  is  virtually  a 
•lole  from  the  Government,  and  especially  under  these  present  con- 
•  litions  I  do  not  think,  so  far  as  the  locating  of  the  money  in  any 
niy  is  concerned,  that  it  has  any  bearing  on  the  matter  whatever,  and 
I  think  it  should  be  altered. 

Mr.  Meter.  I  think  you  agree,  on  the  whole,  in  four  out  of  five  of 
niy  recommendations,  and  simply  differ  as  to  the  interest  rate — as  to 
iiow  far  it  should  be  raised,  but  agree  that  it  should  be  raised  some- 
u  hat.  T  do  not  like  to  see  vou  left  on  the  record,  Mr.  Kimball,  with 
'►ne  remark  which  you  made,  because  I  am  sure  that  you  did  not  quite 
i)M*an  it  in  the  way  that  it  soimded,  when  you  sai^  that  thrift  has 
«*'ji^e<l  to  l>e  a  social  matter,  and  is  now  a  business  matter.  You  do 
not  mean  that  being  a  business  matter,  its  methods  and  results  and 
airenries  are  not  a  matter  of  social  interest,  do  you? 

Mr.  Kimball.  Shall  I  say  it  has  ceased  to  be  primarily  a  social 
rnntter  and  has  become  a  matter  of  business? 

Mr.  Met>ji.  I  want  you  to  correct  that  in  any  way  you  like. 

Mr.  Kimb«\ij..  It  is  a  matter  of  most  vital  social  interest;  ves. 

Mr.  Meyer.  Yes :  I  thought  we  would  agree  on  that. 

Mr.  Kimbaix.  On  the  other  hand  it  is  a  matter,  the  business  ele- 
nj*-nt  of  which  has  never  before  been  anything  like  as  important  as  it 
I-  t4»-day,  and  it  is,  in  my  opinion,  for  that  reason  that  thrift  as  a 
'••i-iness  has  never  been  transacted  in  this  country  as  it  should  be. 

Mr.  Meyer.  May  I  ask  you  one  question  touching  on  that  point 
"f  view? 

Mr  Kimball.  Surely. 

Mr.  Meyer.  The  mutuals,  which  constitute  a  very  large  part  of 
rill-  Kavings  institutions  of  the  country — how  much  have  they?  May- 
^  -^  vou  know  the  figure.    Do  you  ?    It  is  a  very  large  figure. 

The  CifAiRMAK.  The  deposits,  you  mean? 

Mr.  Meyer.  Yes. 

Mr.  Kimbau^  It  is  aJ>out  six  billion — about  eleven  billion  alto- 
;rHher. 

Mr.  Meyer.  That  is  stock  and  mutual  ? 

Mr.  Kimball.  Yes. 
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Mr.  Meyer.  Would  you  not  regard  the  mutuals  as  a  semisocial 
oFffanization,  without  profit  except  to  the  constituent  members? 

Mr.  Kimball.  Yes ;  entirely  so,  and  that  is  the  reason  they  are  so 

pitifully  ineffective.    The  mutuals  have  not  increased,  as  I  stated 

before — not  only  did  they  not  increase  with  the  population,  but  they 

•-  have  not  increased  to  the  extent  of  the  actual  increments  of  interest. 

It  is  perfectly  appalling,  the  small  increase. 

Mr.  Meyer.  Do  you  think  the  mutuals  are  inefficiently  adminis- 
tered? 

Mr.  Kimball.  Pitifully. 

Mr.  Meyer.  So  that  if  the  Government  is  charged  with  inefficiency 
in  some  of  its  departments,  you  are  of  the  opinion  that  inefficiency  is 
not  exclusively  monopolized  by  the  Government  ? 

Mr.  Kimball.  In  the  matter  of  inefficiency  the  Government  has  no 
grinding  monopoly;  no- 
Mr.  AlEYER.  Do  you  not  think  it  is  a  matter  of  business  for  people 
who  are  getting  2  per  cent  to  want  to  get  4  per  cent,  and  if  the 
United  States  can  give  some  of  its  depositors  4  per  cent  and  it  is 
able  to  pay  6  per  cent  for  other  money  that  it  borrows,  do  you  not 
think  it  is  fair  that  those  who  are  only  receiving  2  per  cent  should 
want  at  least  4  per  cent? 

Mr.  Kimball.  I  do  not  think  the  United  States  Government  ought 
to  be  in  business  at  all. 

Mr.  Meyer.  But  it  is  in  business. 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  And  it  has  to  borrow  money? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  Is  it  not  the  biggest  business  institution  in  this  country 
to-day  ? 

Mr.  KiMBAiJ>.  It  is. 

Mr.  Meyer.  You  suggested  that  we  should  have  a  popular  invest- 
ment corporation.  Is  not  the  United  States  Government  a  popular 
investment  corporation  ? 

Mr.  KiMBAix..  It  is  not. 

Mr.  Meyer.  You  mean  that  it  is  unpopular  ? 

Mr.  KiMBAiJj.  Distinctly  so. 

Mr.  Meyer.  It  might  be  more  popular  if  some  of  the  laws  and  reg- 
ulations were  amended  ? 

Mr.  Kimball.  Had  been. 

Mr.  Meyer.  Or  were,  it  might  become  popular? 

Mr.  Kimball.  The  witness  declines  to  answer.    [Laughter.] 

I  think  that  the  war-savings  organization — although  this  perhaps 
is  not  pertinent  to  the  inquiry — that  the  war-savings  organization 
has  served  to  set  up  a  great  many  enmities  against  government,  and  I 
think  that  the  war-savings  organization,  while  a  wonderful  concern 
and  doing  very  good  work  in  many  ways,  the  total  result  would  prob- 
ably be  better  if  the  war-savings  organization  did  not  exist,  because 
so  many  people  decline  to  be  influenced,  except  negatively,  by  the 
advice  of  the  local  director.  He  says,  practically,  "  Do  not  do  this 
or  that,  because  you  will  offend  the  Government.^'  Then  he  says^  in 
effect,  "  Do  something  else,"  but  the  people  sav,  "  No ;  we  do  not  want 
to  be  mixed  up  in  it,  because  we  have  had  trouble  enough  with  Ldbertv 
bonds."    I  think  that  is  a  great  pity.    I  think  that  just  as  the  Grov> 
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eminent  ^ot  out  of  the  railroad  business  and  got  out  of  a  great  many 
other  businesses,  the  Government  could  very  well  turn  over  the  thrift 
business  to  private  interests,  and  it  would  do  a  great  service  if  it 
would  point  out  to  private  interests  and  cause  regulations  to  exist 
which  would  encourage  them  to  study  the  matter  and  to  understand 
that  thrift  can  be  made  a  matter  of  great  profit  to  the  people  by  whom 
it  is  systematically  forwarded. 

Mr.  Meyer.  You  spoke  of  the  prejudice  of  certain  bankers  and 
savings-bank  people,  and  you  have  ako  emphasized  the  importance 
of  self-interest  in  stimulating  any  movement. 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  And  without  any  undue  desire  to  be  personal,  you 
being  in  the  thrift  business,  which  pays  3  per  cent 

Mr.  Kimball  (interposing).  Yes.. 

Mr.  Meyer.  Do  you  not  feel  that  you  might  be  a  little  bit  preju- 
diced against  the  expansion  of  the  Postal  Savings  System,  perhaps; 
that  is  to  say,  you  are  not  against  the  expansion  of  the  system,  but 
I  mean,  do  you  not  think  that  you  might  be  a  little  bit  prejudiced  in 
your  views  as  to  the  possibilities  of  the  expansion  of  the  system  by 
your  interest  in  your  own  business,  which  naturally  absorbs  your 
entire  thought  and  energy  ?  Do  you  think  you  are  quite  as  able  to 
bring  to  a  consideration  of  the  possibility  of  the  expansion  of  the 
Postal  Savings  System  a  perfectly  detached  objective,  an  impartial 
view? 

Mr.  Kimball.  Probably  not.  I  hope  not.  On  the  other  hand,  let 
me  say,  Mr.  Meyer,  that  tne  reason  that  thrift  bonds  pay  3  per  cent — 
the  reasons  which  governed  the  3  per  cent  were  largely  the  reasons 
which  I  have  given  to  this  committee  as  relating  to  the  ineifective- 
ness  of  interest  rate  as  an  influence  on  sales;  that  is  to  say,  as  an 
influence  on  the  increase  of  thrift.  That  rate  was  arrived  at  after 
a  study  of  the  effect  of  higher  interest  rates,  and  it  is  because  it  is 
the  result  of  those  studies  that  I  have  laid  them  before  this  com- 
mittee this  morning. 

Mr.  Meyer.  Why  did  you  not  make  it  2  per  cent  if  the  less  the 
interest  the  better  the  result? 

Mr.  Kimraix.  I  certainly  hai^e  corrected  that  statement,  which  has 
heen  credited  to  me  several  times  this  morning — ^that  the  less  the 
interest  the  better  the  result. 

Mr.  Mkyer.  I  mean  to  say  if  3  per  cent,  which  is  not  a  commercial 
rate«  is  a  good  rate,  why  is  not  2  per  cent  a  better  rate  ? 

Mr.  Kimball.  This  now  comes  down  to  our  own  proposition — 
mainly  because  we  wanted  to  get  a  coupon  as  frequently  as  possible, 
and  lb  cents  seemed  to  be  the  smallest  coupon  that  was  practicable 
to  handle,  and  3  per  cent  brought  us  to  once  in  four  months  instead 
of  once  in  six  months.  That  was  partly  influential.  As  a  matter  of 
fact,  in  our  own  plan  there  is  a  provision  that  all  excess  profit  reverts 
to  the  trustees  and  is  paid  out  to  the  holders  of  thrift  bonds,  but  we 
never  announced  that,  because  if  we  did  our  salesmen  would  oversell 
the  proposition  all  the  time. 

Mr.  Meyer.  Your  company  is  a  stock  corporation  ? 

Mr.  Kimball.  Yes ;  but  our  dividend  is  limited. 

Mr.  Meyer.  By  what  ? 
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Mr.  Kimball.  Well,  it  is  rather  a  complicated  limitation  that  I 
would  not  care  to  go  into  personally. 

Mr.  Meyer.  Very  well. 

Mr.  Kimball.  But  all  the  profit  above  the  limit  of  the  dividend 
is  put  into  the  hands  of  trustees  and  held  for  the  holders  of  the  thrift 
bonds  ? 

The  Chairman.  Are  you  selling  your  thrift  bonds  now? 

Mr.  Kimball.  Oh,  yes. 

Mr.  Meyer.  How  many  have  you  sold  ? 

Mr.  Kimball.  That  is  not  a  fair  question,  for  the  reason  that  dur- 
ing the  war,  by  arrangement  with  the  Government,  we  undertook 
as  far  as  possible  to  make  people  exchance  their  thrift  bonds  for 
Liberty  bonds,  in  order  to  secure  distribution.  We  have  received, 
altogether,  from  wage  earners  throughout  the  country,  roughly. 
$9,000,000.  Of  that  amount,  about  $7,000,000  we  transferred  or 
changed  into  Liberty  bonds,  at  the  request  of  the  Government,  be- 
cause otherwise  we  would  have  had  to  go  out  of  business  during  the 
war,  obviously. 

Mr.  Meyer.  The  trustees  of  the  National  Thrift  Corporation  are 
said  to  buy  United  States  Government  securities  and  approved  mu- 
nicipals and  States  ? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  The  rate  of  3  per  cent  was  fixed  by  your  corporation 
some  years  ago,  was  it  not  ? 

Mr.  Kimball.  In  1916. 

Mr.  Meyer.  And  your  corporation  has  been  in  business  how  long? 

Mr,  Kimball.  Actively  only  since  the  spring  of  1917.  We  were 
organized  in  the  fall  of  1916,  but  we  got  into  business  just  at  the 
beginning  of  the  war. 

The  Chairman.  Are  vour  bonds  convertible  into  cash  on  notice, 
under  any  circumstances? 

Mr.  Kimball.  Theoretically,  no;  practically,  yes. 

Mr.  Meyer.  You  redeem  your  bonds,  as  I  remember  seeing  some- 
where, I  think,  at  par  less  1^  per  cent? 

Mr.  Kimball.  We  did  at  first;  but  we  do  not  do  that  anv  moi'e. 
We  take  them  at  par. 

Mr.  Meyer.  I  see. 

Mr.  Kimball.  We  did  that  to  prevent  a  man  from  buying  to-day 
and  collecting  interest  to-morrow  and  selling  it  back  day  after  to- 
morrow; but  we  have  so  many  different  issues  now  that  when  we 
sell  a  man  a  bond  he  has  still  four  months  to  run. 

Mr.  Meyer.  They  are  all  bonds  of  the  same  corporation,  are  they 
not? 

Mr.  Kimball.  They  are  not,  properly  speaking,  bonds;  they  are 
certificates  of  beneficial  interest  in  a  fimd  or  bonds. 

Mr.  Meyer.  They  are  certificates  of  beneficial  interest  of  these 
same  corporations?     There  is  only  one  deposit? 

Mr.  Kimball.  There  is  only  one  pot. 

Mr.  Meyer.  I  think  your  capital  is  about  $300,000  paid  in? 

Mr.  Kimball.  $250,000. 

Mr.  Meyer.  $250,000  ? 

Mr.  Kimball.  Yes. 
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Mr.  Meter.  Now,  according  to  the  law  under  which  you  are  or- 
ganized, is  there  any  limit  to  the  amount  of  bonds  you  may  issue 
proportionate  to  the  amount  of  capital  ? 

Mr.  KiMBAU..  No. 

Mr.  Meter.  None  at  all  ? 

Mr.  Kimball.  Thrift  bonds  do  not  appear  on  our  balance  sheet, 
Mr.  Meyer,  at  all,  because  they  are  merely  certificates  of  interest  in 
this  fund  which  exists  outside  o{  and  beyond  our  corpoi^ation. 

Mr.  Meter.  Your  corporation,  then,  does  not  add  to  any  guarantee 
on  the  bonds? 

Mr.  Kimball.  No. 

Mr.  Meter.  So  that  the  certificates  merely  represent  participation 
in  a  fund  which  is  purchased  with  the  proceeds? 

Mr.  Kimball.  Yes. 

Mr.  Meter.  What  guarantee  is  there  that  if  there  were  a  large  de- 
cline in  securities,  such  as  happened  within  the  last  two  or  three  years, 
that  the  principal  will  be  maintained  intact  ? 

^fr.  Kimball.  There  is  no  guarantee  aside  from  the  fact  that  the 
Umd  itself  is  exactly  like  the  bonds  in  trust.  We  know  it  will  be 
[)aid  at  maturity,  because  the  bonds  in  trust  will  be  paid  at  maturity, 
h}}t  that  is  all. 

Mr.  Meter.  Do  you  buy  long-term  or  short-term  bonds  ? 

Mr.  KiMBAU^  Variously. 

Mr.  Meter.  Long-term  bonds  can  decline  considerably,  even  if 
thev  are  paid  at  maturity  ? 

Mr.  Kimball.  Oh,  yes. 

Mr.  Meter.  What  is  the  capital  of  your  institution  devoted  to? 
To  the  organization  of  business? 

Mr.  Kimball.  No;  we  do  not  use  our  capital  for  the  orcranization 
of  business.  We  have  a  separate  fund  for  that  purpose.  The  capital 
is  intact :  it  must  be,  under  the  banking  law.  It  is  devoted  to  carry- 
mg  stock  in  trade,  so  to  speak.  I  should  be  most  happy  to  go  into 
that  fully  with  you  at  some  time. 

Mr.  Meter.  I  did  not  consider  it  pertinent  to  this  inquiry  to  discuss 
your  particular  business. 

Mr.  Kimball.  It  did  not  seem  so  to  me,  because  it  is  so  small  as 
<*ompared  to  the  whole  situation. 

Mr.  Meyek.  Tlie  only  thing  is  that  I  was  wondering  if  it  offered 
a  hope  of  a  very  wide  movement,  but  perhaps  we  can  defer  that  to 
^»nie  time  for  personal  <liscussion. 

Mr.  Klmhall.  I  should  like  to  discuss  it  with  you  at  your  con- 
venience. We  are  now  operating  al)out  110  larsre  industries,  like  the 
<ff>neral  Electric  Co.  and  things  of  that  character. 

Mr.  Meter.  I  will  be  very  glad  to  talk  with  you  about  it  at  some 
time. 

.Mr.  Kimball.  We  will  get  together  and  do  so. 
Mr.  Meyer.  Mr.  Chairman,  I  think  it  has  been  very  interesting  to 
have  Mr.  Kimball  here. 

The  Chairman.  Yes:  and  we  wish  to  thank  you  very  much,  Mr. 
Kimball. 
Mr.  Kimball.  Not  at  all.  Senator. 
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The  Chairman.  The  committee  will  have  a  meeting  on  Wednes- 
day next. 

Mr.  Kimball,  let  me  ask  you  this :  Do  you  lend  money  on  bond  and 
mortgage  ? 

Mr.  Kimball.  No ;  not  at  all.  All  our  money  is  invested  in  govern- 
mental obligations. 

The  Chairman.  The  committee  will  meet  here  again  on  Wednes- 
day, the  29th,  at  half  past  10. 

(Whereupon,  at  1  o'clock  p.  m.,  the  committee  adjourned  until 
Wednesday,  September  29,  1920,  to  meet  again  in  the  same  place  at 
,    10.30  o'clock  a.  m.) 
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WEDNESDAY,   SEPTEMBEB  29,    1920. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

New  York  City, 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  En<rineering  Societies  Building,  29  West  Thirty-ninth  Street, 
at  10.30  o'clock  a.  m. 

Present:  Senators  Calder  (chairman)  and  Edge;  also  Franklin  T. 
^filler,  Esq.,  assistant  to  the  committee. 

STATEMENT  OF  DE.  ROTAL  S.  COFELAin),  COHMISSIONEB  OF 

HEALTH  OF  THE  CITY  OF  NEW  TOBK. 

The  Chairman.  Dr.  Copeland,  you  have  given  some  study  to  this 
housinj?  situation  throughout  the  country,  and  particularly  in  New 
York  City,  fi-om  the  standpoint  of  the  health  of  the  people  generally. 
The  committee  will  be  very  glad  to  have  you  tell  us  what  your 
inquiries  have  developed. 

Dr.  Copeland.  Well,  Mr.  Chairman,  I  have  been  very  much  con- 
i-emed  about  the  housing  conditions  ever  since  the  armistice — indeed, 
during  the  war — the  conditions  started  then — the  increased  popula- 
tion of  the  city,  and  the  failure  of  any  expenditure  of  capital  for 
the  extension  of  our  housing  facilities.  I  was  so  much  concerned 
aUnit  it  that,  to  find  out  what  was  being  done  in  other  countries, 
I  attended  the  Interallied  Housing  Conference,  in  Tendon,  in 
June 

The  Chairman.  Of  this  year? 

Dr.  Copeland.  Of  this  year.  There  were  600  delegates  there  from 
*^l*  <'ountries;  and  T  found  the  problem  to  be  a  world-wide  one. 

Nfiw,  of  course,  I  suppose  it  is  natural  thati  I  should  view  this 
pn»bleni  from  the  public-health  standpoint;  and  if  you  will  ))ermit 
nw  to  sav  so,  it  seems  to  me  that  it  is  the  way  vou  should  consider 
know  there  will  be  much  greater  toleration  on  the  ])art  of 
the  public  and  of  the  courts  if  it  is  put  on  the  ground  of  necessity 
--»  far  as  the  public  health  is  concerned. 

We  have  been  fighting  in  this  city  a  winning  war  against  dis- 
v:is<» — parti<*ularly  against  the  incurable  diseases.  When  T  tell  you 
thril  in  50  years  the  death  rate  has  lowei^ed  from  28  per  thousand 
t«»  the  lowest  death  rate  in  the  historv  of  the  citv  last  year,  to  12 
j-^-r  thousjind,  you  can  s<»e  what  progress  has  been  made;  and  that 
I-  particularly  true  of  tuben*ulosis.  Tuberculosis  is  essentially  a 
ri«*Ui«ing  dii^»as4» — a  tlisease  dependent  upon  the  way  the  people  live. 
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The  fight  against  tuberculosis  started  here  in  1886.  In  that  year  tlu» 
death  rate  from  tuberculosis  in  this  city  amounted  to  37  per  10,(XX)  of 
population. 

The  Chairman.  What  year  was  that,  Doctor? 

Dr.  Copeland.  188C.  Last  year  it  was  only  13  per  ten  thousau'l 
population — practically  one-third  as  great  as  it  was  in  1880.  Last 
year  in  this  city  8  per  thousand  persons  died  from  tuberculosis. 
Under  the  conditions  of  1886,  three  times  as  many  would  have  Jied. 
I  am  sure  I  am  right  in  saying  that  under  the  conditions  of  ISJStj, 
16,000  persons  would  have  died  of  tuberculosis  in  this  city  last  year 
who  are  alive  and  well  to-day. 

Now,  of  course,  it  is  disturbing  to  us  in  public-health  work  to  see  a 
housing  condition  growing  up,  which  is  gomg  to  result  in  an  increase 
in  the  amount  of  disease  and  an  increase  in  the  death  rate :  and  I  am 
here  to-day  to  say  in  the  most  solemn  terms  that  I  think  that  is  ex- 
actly what  will  happen.  There  is  a  dreadful  situation  in  Europe  at 
the  present  time  as  regards  disease.  In  Bussia  and  Lithuania  and 
Poland  and  Ukrania,  rlungary,  and  Roumania  there  are  literally 
millions  of  cases  of  typhus  fever.  A  train  will  come  in  f I'Oin  a  run 
of  five  or  six  hours  in  Poland,  and  there  will  be  a  dozen  dead  men 
on  that  train,  and  there  will  be  a  dozen  others  seriously  sick  \\illi 
typhus.  That  is  what  is  going  on  to-day  in  those  countries.  Then 
we  have  in  Asia  Minor,  in  Japan,  and  Korea  thousands  of  cases  of 
cholera.  There  is  bubonic  plague  in  every  southern  European  port 
from  Egypt  to  Tunis,  and  there  is  smallpox  in  southern  Italy  and 
in  Greece  and  in  Scotland.  These  diseases  are  now  knocking  at  our 
doors,  and  they  are  all  diseases  that  are  furthered  and  fostered  by 
housing  conditions  such  as  we  have  in  this  city  to-dav. 

Now,  I  was  so  much  concerned  about  this  that  in  March  I  directed 
the  sanitary  bureau  of  the  health  department  to  make  a  survey  of 
the  housing  conditions  of  the  city,  so  that  we  might  know,  with  some 
degree  of  certainty,  the  actual  facts  regarding  overcrowding:  and 
it  is  a  terrible  thing  to  think  that  in  this  city  there  are  apartnient> 
of  three  rooms  where  12  persons  live.  At  a  later  time  I  ara  going 
to  bring  to  this  committee,  if  I  may,  the  exact  locations  of  kitchens 
where  4  persons  sleep  at  night.  Xow,  one  does  not  need  to  be 
told  that  is  a  menace  to  the  public  health;  and  there  is  such  a  de- 
mand for  houses  that  all  sorts  of  abandoned  places — places  that  were 
given  up  years  ago,  in  our  campaign  agamst  old-line  tenements, 
places  that  were  abandoned  and  put  into  the  discard — ^those  plaies 
have  been  reopened;  and  then  houses  that  were,  fairly  decent  have 
been  remodeled,  in  a  way  to  produce  a  menace  to  the  public  health. 
For  instance,  here  is  a  case ;  on  West  One  hundred  and  forty-second 
Street — and  I  am  prepared  at  any  moment  to  give  3'ou  the  exact  loca- 
tion and  the  name  of  the  owner  of  this  place — a  property  where  a  five- 
story  building  stands,  where  the  owner  rented  the  apartments  for  J^>r> 
per  month.  He  has  now  divided  each  floor  into  two  apartments,  and 
for  each  of  those  apartments  he  now  charges  $75  a  month,  so  that  be  is 
getting  $150  a  month  for  the  same  space  that  he  formerly  got  $05  for. 

Now,  in  order  to  provide  kitchen  space  in  this  divide*!  area — of 
course,  I  am  not  talking  about  a  Fifth  Avenue  apartment  or  a  Ri\er 
side  Drive  apartment;  I  am  talking  about  a  tenement  apartment— in 
order  to  provide  kitchen  space  he  boarded  up  the  dumb-waiter,  and 
that  provides  the  kitchenette;  that  space  provides  the  kitchenette  In 
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the  rear  apartment.  Now,  listen  to  this :  In  the  front  apartment  he 
has  put  the  kitchenette  or  the  kitchenette  facilities  in  the  water-closet, 
SO  tnat  the  water-closet,  which  is  used  for  its  normal  purpose,  is  also 
the  kitchen  of  the  apartment.  Now,  needless  to  say,  that  is  the  situa- 
tion which  the  health  department  will  not  tolerate,  so  we  have  put  a 
board  order  on  him  to  stop  that  sort  of  thin":,  and  we  will  put  him  in 
jail  if  he  does  not  do  it. 

I  simply  point  that  out  to  show  you  what  is  going  on  in  this  city 
in  order  to  provide  facilities  for  1()(),()0()  more  families  than  we  have 
houses  in  which  to  put  them. 

Senator  Edge.  In  other  words.  Doctor,  you  are  not  able  to  enforce 
your  health  laws  simply  because  of  this  absolute  lack  of  accommo- 
dations for  the  people  i 

Dr.  CoPELAND.  So  that  we  are  actually  having  to  wink  at  some  of 
our  health  laws  in  order  that  we  may  leave  a  roof  over  the  heads  of 
some  people.  Of  course,  that  is  not  a  desirable  situation  by  any  means 
and  should  not  be  permitted  to  exist  if  at  all  possible  to  avoid  it. 

Senator  Edge.  But  of  the  two  evils — in  other  words,  you  naturally 
believe  that  a  roof  over  the  head  is  necessary,  even  though  health  con- 
ditipns  are  somewhat  menaced? 

Dr.  CopELAND.  That  is  the  situation  exactly :  yes.  I  do  neally  be- 
lieve that  the  people  had  better  go  out  and  live  as  savages  than  to  live 
as  they  do  now ;  but  if  they  are  going  to  live  in  the  city  at  all  they  will 
have  to  live  in  those  quarters  until  more  space  can  be  provided  for 
them. 

Senator  Edge.  I  think  it  is  helpful  to  show  the  situation  here,  as 
you  have  said  in  your  opening  remarks,  that  housing  is  a  matter 
which  is  directly  connected  witn  the  public  health. 

Dr.  CopELAND.  Yes.  I  have  on  manv  occasions  said  that  we  were 
permitting  the  use  of  quarters  that  hacl  no  business  to  be  used.  It  is 
not  right  to  have  people  living  under  those  conditions,  and  there 
must  l)e  found  some  means  of  relief.  Now,  of  course,  this  particular 
instance  that  I  have  mentioned  about  the  water-closet  kitchenette, 
that  we  are  not  going  to  permit ;  we  can  not  permit  food  to  be  handled 
under  those  conditions. 

Senator  Edge.  In  other  words,  you  are  doing  the  best  you  can  to 
enforce  the  health  laws  under  absolutely  imj)ossible  conditions^ 

Dr.  CoPEi^ND.  Yes,  sir.  Now,  this  survey  that  I  had  made  in 
March  covered  8'2,0(H)  apartments.  You  know  the  density  of  popu- 
lation in  this  citv  is  hardlv  understood  bv  most  persons.     We  have 
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one  square  block  in  this  city  where  live  1(),()(H)  persons:  we  luive  one 
square  mile  wliere  live  oOO.OOO  persons;  and,  of  course,  normally  we 
have  great  congestion  of  population;  but  at  the  present  inoineiit  the 
conditions  are  intolerable,  because  it  is  a  menate  to  the  public  health, 
and  it  is  a  menace  to  the  morals  of  the  communitv.  In  manv  of  these 
apartments  that  are  built — for  instance,  here  1  have  before  me  a 
hununurv  of  the  survev,  and  we  have  here  S-familv  honst's:  I  find  in 
Manhattan  that  three  of  those  S-familv  houses  jire  occupied  bv  10 
families;  others  are  (K'cupied  l)V  12  families:  two  of  them,  at  least, 
are  occunie*!  by  IC  families.  A\e  find  the  10-family  houses  many  of 
them  in  Manhattan  and  the  Hronx  are  o<nipin<l  by  14  and  1(>  families. 
Here  i.s  one  ir»-family  house,  built  for  15  familie-*.  now  occiipied 
l>T  JJO  families  an<l  20  roomers.  Just  think  of  that  'M)  families  and 
:i>  roomers  in  a  space  that  was  originally   intended  for  l^  families. 
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The  Chairman.  Is  that  occupancy  in  violation  of  the  law.  Doc- 
tor? 

Dr.  CoPELAND.  Yes,  sir ;  it  is  in  violation  of  the  law. 

The  Chairman.  The  tenement-house  department  could  stop  that, 
could  they  not  ? 

Dr.  CoPELAND.  It  could  be  stopped,  yes ;  by  putting  the  people  in 
the  street. 

Senator  Edge.  Now,  Doctor,  what  is  your  remedy,  in  addition  to 
the  natural  remedy  that  we  all  recognize — the  building  of  new  apart- 
ments and  tenements — but  what  is  your  remedy  to  encourage  that? 
Have  you  one  ? 

Dr.  CopELAND.  Well,  I  supposed  that  was  what  the  committee  was 
appointed  for — to  find  the  remedy. 

Senator  Edge.  Yes ;  but  we  will  be  glad  to  have  the  views  of  those 
who  have  been  brought  closely  into  contact  with  the  problem. 

The  Chairman,  les. 

Dr.  CoPELAND.  Well,  of  course,  I  am  on  record  as  to  my  views.  As 
I  told  you,  I  attended  this  Interallied  Housing  Conference  in  Ijondon, 
where  there  were  delegates  from  29  countries.  Twenty-eight  of 
those  countries  have  acknowledged  the  housing  problem  to  be  a  pubHc 
health  jjroblem,  and  are  dealing  with  it  as  such.  This  is  the  only 
country  in  the  world  where  that  is  not  the  case.  Now,  in  the  name 
of  the  public  health  you  can  do  almost  anvthing.  I  would  first  at- 
tempt, of  course,  to  encourage  private  capital  to  build,  but  the  fact 
is  that  private  capital  is  not  building. 

Senator  Edge.  Well,  we  have  our  opinion,  undoubtedly;  but  to 
what  do  you  assign  that  condition,  when  the  demand  is  so  great,  and 
when  the  apparent  profit  is  also  great? 

Dr.  CoPELAND.  I  do  not  think  the  profit  is  shown  there.  I  do 
not  think  there  is  any  particular  encouragement  to  build  houses: 
they  can  find  so  many  other  ways  to  use  their  money  to  advantage. 

Senator  Edge.  More  profitable  ways? 

Dr.  CopELAND.  Yes;  more  profitable  ways. 

The  Chairman.  The  fact  is,  I  guess,  that  houses  cost  so  much  to 
build  to-day  that  the  builder  fears  the  risk  is  too  great. 

Dr.  CopELAND.  You  can  not  blame  the  builder,  when  you  find  labor 
conditions  such  and  the  price  of  materials  and  the  price  of  trans- 
portation so  high  and  the  attraction  of  other  sorts  of  buildings. 

The  Chairman.  And  a  lack  of  financing  for  mortgage  purposes? 

Dr.  Copeland.  Yes. 

Senator  Edge.  Then  I  take  it  that  you  do  not  approve  of  the  legis- 
lative efforts  to  reduce  rents. 

Dr.  Copeland.  Yes:  I  approve  of  the  efforts  that  have  been  made 
in  the  control  of  rents,  but  I  think  that  is  only  half  the  program. 

Senator  Edge.  Of  course,  if  builders  will  not  build  because  the 
profit  is  not  apparent  and  the  legislature  reduces  rents,  what  is  the 
answer  ? 

Dr.  CcjpELAND.  Do  vou  not  think  there  is  some  wisdom  in  a 
remission  of  taxes,  that  has  been  proposed  here? 

Senator  Edge.  I  think  there  is  great  wisdom  in  it;  but,  beyond 
that,  there  seems  to  ])e  a  business  proposition  that  should  l>e  made 
fair  to  the  people — the  landlord  and  the  tenant — ^whereby  the  land- 
lord can  get  a  fair  rate  on  the  present  cost  of  construction. 
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Dr.  CopELAND.  I  believe  it  would  be  possible  to  get  a  fair  rate 
under  these  conditions  and  under  the  conditions  of  legislation.  The 
men  who  have  been  the  offenders  have  been  wicked  profiteers.  I 
have  described  to  you  one  of  them  who  took  a  house  where  he  was 
satisfied  to  rent  for  $65  a  floor,  and  he  now  gets  $150  a  floor  by  divid- 
innf  it  and  by  outraging  all  sense  of  decency  and  all  the  provisions 
that  make  for  health.  Now,  that  sort  of  chap  does  not  deserve  any 
consideiation.  I  think  it  would  be  possible  to  control  the  rents  and 
at  tlie  same  time  leave  enough  for  the  landlords,  so  that  there  would 
\)Q  u  fair  profit  on  his  investment. 

Vet  one  can  hardly  blame  capital  if  they  can  find  other  more 
attractive  investments — 1  understand  that — but  there  must  be  a  con- 
certed efl*ort  on  the  part  of  all  public  authorities  to  make  it  plain 
to  tl)e  men  who  have  money  that  houses  must  be  built  and  that  some 
smrifices,  if  necessary,  must  be  made.  I  noticed  that  the  mavor  of 
this  city  said  the  other  day  that  we  could  build  houses  with  the 
pulilic  money  to  take  care  of  monkeys,  and  even  give  them  steam 
iM»at,  but  we  can  not  build  them  for  people.  Now,  that  seems  wrong, 
to  mv  mind.  It  may  sound  socialistic  or  communistic  or  idealistic, 
imt  t  say  that  if  we  can  not  get  houses  any  other  way  they  must  be 
hiiilt  with  public  funds — and  that  is  the  attitude  that  every  other 
civilized  country  in  the  world  has  taken  on  this  problem.  I  am  here 
t<»  <7)nserve  and  protect  the  public  health,  and  if  we  can  not  get 
h•»u^e^  in  any  other  way  you  gentlemen  must  find  the  way. 

The  Chairman.  Doctor,  I  agree  with  what  you  have  just  said, 
that  if  the  emergency  is  so  great  and  houses  can  not  be  obtained  in 
ai.y  other  way,  then  it  is  a  problem  for  the  State  or  the  city  or  the 
voimtry  to  provide  a  way. 

Dr.  t\>PEL.\ND.  Yes. 

Tlie  Chairman.  Even  if  it  means  the  city  or  the  State  building  the 
houses? 

Dr.  Copeland.  Yes. 

The  Chairman.  I  do  not  believe  that  we  should  do  that  if  we  can 
l»o-vihlv  take  care  of  it  in  any  other  way,  however. 

Dr.  C<>pel.\xd.  Oh,  no:  certainly  not. 

The  Chairman.  And  I  believe  it  is  the  business  of  the  Federal 
'nivernment  and  of  the  State  and  the  cities  to  encourage  to  the  very 
hrnit  private  capital  to  do  this  work. 

Dr.  Cc)Pei.and.  Yes. 

The  Chairman.  But  where  the  emergency  is  so  great  as  you  have 
\u  hrated,  then  an\thing  is  justifiable. 

Dr.  Copel.\nd.  Yes.  I  think  we  are  fully  agreed,  and  I  am  glad 
to  liear  you  express  yours(»lf  as  you  have.  I  knew  that  was  your 
Mew.  1  wrote  Senator  Ix)ckwoo(l  yesterday;  I  sent  him  a  telegram 
"Ti  PViday  morning  saying  that  the  work  of  the  legislature  would 
.'lit  l>e  complete  until  two  things  were  done:  First,  the  restriction 
i»lri«-e<l  u\Hm  commercial  building  or  nonessential  building 

The  Chairman  (interposing).  You  mean  by  that  to  give  the  local 
.luihorities  the  right  to  refuse  a  buildinc  permit? 

Dr.  C^iPELAND.  Yes;  that  is  exactly  wnat  I  mean. 

Th*>  Chairman.  Where  there  is  a  greater  demand  for  labor  and 
miiteriiil  for  building  houses  for  the  people  to  live  in? 
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Dr.  CoPELAND.  Yes.  I  understand  that  we  have  let  at  the  present 
time  contracts  for  $79,000,000  worth  of  commercial  buildings. 

The  Chairman.  I  have  not  seen  the  figures,  but  I  guess  that  is 
about  right. 

Dr.  CoPELAND.  And  it  seems  to  me  that  that  must  absorb  the  lalK)r, 
the  material,  and  the  means  of  transportation  in  this  community.  1 
have  a  serious  doubt  in  my  own  mind  that  there  would  be  material 
and  labor,  if  all  that  builcling  goes  on,  enough  to  provide  any  fi^reat 
amount  for  housing.  That  is  my  fear.  So  I  said  to  Senator  Lock- 
wood,  in  my  telegram  on  Friday  morning,  that  I  did  not  believe  that 
the  legislature  would  do  its  full  duty  unless  it  provided  for  a  local 
housing  authority  to  pass  upon  the  merits  of  contemplated  construc- 
tion. Then,  furthermore,  1  said  that  in  the  event  of  a  failure  of 
private  capital  to  erect  the  houses  the  houses  must  be  built,  there 
must  be  no  uncertainty  about  it. 

Senator  Edge.  I  am  not  entirely  familiar  with  the  legislation 
passed  in  Albany  recently,  but  what  is  your  judgment — that  that 
legislation  will  serve  to  stimulate  or  to  deter  the  building  of  houses  ? 

Dr.  CoPELAND.  I  think  that  the  remission  of  taxes  will  stimulate 
building. 

The  Chairman.  Just  for  Senator  Edge's  information,  I  will  say 
that  the  legislation  last  week  provided  that  the  several  cities  of  the 
State  should  have  the  authority  to  remit  taxes  for  a  period  of  10 
3^ears  on  all  building  completed  since  April  1,  1920,  and  started  be- 
fore January  1,  1922. 

Senator  Edge.  Coupled  with  that  was  there  a  provision  in  any  way 
regiilating  rents  ? 

Dr.  CoPEixAND.  No;  but  the  legislation  on  rents  was  improve<l. 
The  legislation  of  last  spring  provided  that  a  landlord  must  not 
raise  the  rent  to  exceed  25  per  cent  in  a  year. 

Senator  Edge.  Yes;  I  remember  that. 

Dr.  CoPELAND.  Now,  that  is  wiped  out,  and  the  burden  of  proof 
is  on  the  landlord  to  show  that  he  is  entitled  to  more  rent.  Suppose 
my  lease  expires  on  the  1st  of  October  and  I  am  paying  $3,000  a  year 
rent?  I  simply  stay  in  my  apartment,  and  I  pay  my  $250  a  month  to 
the  court,  until  the  court  has  established,  on  the  testimony  of  the 
landlord,  whether  he  is  entitled  to  more,  in  view  of  his  investment. 

Senator  Edge.  In  other  words,  it  is  not  a  nonbreakable,  hard,  and 
fast  rule? 

Dr.  Copeijvnd.  No. 

Senator  Edge.  It  is  a  matter  of  the  merits  of  the  case  ? 

Dr.  CoPELAND.  Yes ;  it  is  a  much  more  rational  rule. 

The  Chairman.  I  think  the  rent  legislation  has  tended  to  discour- 
age building.  I  recognize,  however,  the  fact  that  some  landlords— 
and  quite  a  good  many  of  them,  perhaps  not  a  majority,  hut  a  good 
many  of  them — took  advantage  of  the  shortage  of  housing  in  this 
city  to  raise  rents  outrageously. 

Dr.  CoPELAND.  Yes. 

The  Chairman.  Some  increased  their  rents  250  per' cent. 

Dr.  CoPELAND.  Yes. 

The  Chairman.  Now,  as  I  understand  it,  if  I,  as  a  landlord,  desinr 
to  raise  my  tenants'  rents,  and  they  refuse  to  pay  the  increase^  I  cai 
go  to  court  and  sue  them  for  the  increase. 

Dr.  CoPELAND.  Yes. 
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The  Chairman.  And  they  are  required  to  deposit  with  the  court 
their  monthly  rental  at  what  they  have  been  paying,  and  the  court 
finally  determines  whether  I  am  entitled  to  the  increase. 

Dr.  CoPEi^ND.  Yes. 

The  Chairman.  And  having  in  mind  the  rents  in  the  neighbor- 
hood and  the  increased  cost  of  carrying  the  property  and  the  return 
I  am  getting  for  my  investment. 

Dr.  CoPELAND.  Yes. 

The  Chairman.  And  then,  if  the  court  decides  in  favor  of  the 
increased  rent,  the  tenants  must  pay  the  increased  rent  or  else  get 
out? 

Dr.  CoPELAND.  Yes. 

The  Chairman.  And  a  judgment  will  lie  against  them  for  the  dif- 
ference between  the  rent  they  were  paying  and  the  increased  rent  in 
the  meantime? 

Dr.  CoPELAND.  Yes. 

Senator  Edge.  Are  you  speaking  of  the  new  legislation  ? 

The  Chairmajj^.  Yes. 

Senator  Edoe.  Do  jou  think  that  will  likewise  deter  building  ? 

The  Chairman.  \es,  I  do;  except  this,  Senator:  My  informa- 
tion is  that  these  rent  laws  will  not  affect  new  construction.  A  ten- 
ant who  lives  in  a  house  built  20  years  ago,  that  did  not  cost  any- 
where near  the  present  high  prices  for  construction,  is  rather  bitter 
against  a  landlord  who  raises  his  rent  abnormally.  At  the  same 
time,  a  man  who  builds  new  houses,  under  these  great  difficulties, 
those  new  houses  must  compete  in  rentals  with  all  the  old  houses; 
and  if  a  man's  new  buildings  to-day  cost  150  per  cent  more  than  they 
did  five  years  ago,  he  simply  raises  the  whole  strata  of  rents  before 
he  can  get  his. 

Dr.  CoPELAND.  Yes. 

The  Cilvirman.  Therefore  the  builder  is  discouraged,  because  he 
feels  that  it  is  exceedingly  difficult  to  bring  the  average  of  rents  up 
to  a  level  that  will  show  him  a  profit  on  his  building.  The  doctor 
has  spoken  of  the  bill  that  they  passed  at  Albany  this  year — and  you 
pa>sc»d  the  same  kind  of  bill  in  New  Jersey,  Senator — ^in  New  Jersey 
vour  State  law,  passed  two  weeks  ago,  gives  to  the  man  who  will 
LuiM  in  this  present  emergency  five  years'  taxes  free. 

Senator  Eekje.  Yes. 

The  Chairmax,  And  our  law  gives  the  local  authorities  the  right 
to  grant  It)  venrs'  remission. 

Si»nator  Kixie.  Yes. 

The  CiiAiKMAN.  If  that  is  put  into  effect,  I  believe  that  everybody 
who  has  the  monev  and  who  owns  a  vacant  lot  will  build  a  house  next 
yi*ar. 

Senator  Edge.  You  do? 

The  Chairman.  Yes. 

Senator  Ewjk.  In  spite  of  the  regulations  as  to  the  amount  of  rent? 

The  Chairman.  Yes;  because  1  understand  that  regulation  does 
not  npl)!y  to  the  rents  of  new  houses. 

S«»nator  Efx;E.  Then,  on  the  whole,  you  do  not  consider  that  the 
new  legislation,  either  in  New  York  or  New  Jersey,  will  deter 
building  i 
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The  Chairman.  No;  I  do  not  believe  it  will  if  they  put  these  ex- 
emptions into  effect.  If  the  local  authorities  have  good  reason — and 
people  argue  on  both  sides  of  the  question — I  have  heard  some  large 
owners  of*  real  estate  who  argued  against  this  exemption  and  others 
who  argued  for  it. 

Senator  Edge.  Oh,  yes. 

The  Chairman.  But  if  we  do  not  put  this  exemption  into  effect, 
then  the  laws  that  were  passed  at  Albany  will  deter  building.  If  we 
do,  then  for  the  next  year  and  a  half  we  will  have  a  great  deal  of 
new  building  in  this  State. 

Dr.  CoPELAND.  My  judgment  about  the  new  building  is  that  a  great 
deal  of  it  will  be  by  one- family  outfits — the  individual  who  has  sa\ned 
a  little  money. 

The  Chairman.  Oh,  yes;  going  out  into  Queens  and  the  other  out- 
lying sections. 

Dr.  Coi»ELAND.  Yes ;  that  is  it. 

Senator  Edge.  It  is  up  to  this  committee  and  to  the  State  legisla- 
tive committees  to  find  some  method,  in  my  judgment,  to  encourage 
or  stimulate  building,  because  personally  I  think  it  is  a  libel  <»n  the 
enterprise  and  general  business  interests  of  the  country  if  we  should 
have  to  adopt  the  plan  that  the  doctor  has  suggested — that  the  Gov- 
ernment  shall  build  homes  for  the  people  to  live  in.  I  am  totally 
and  unalterably  opposed  to  Government  ownership  or  (ioveriuuent 
development  along  those  lines,  and  1  do  not  thmk  it  should  be 
necessary. 

Dr.  CoPELAND.  That  is  my  innermost  conviction,  too,  and  I  am  op- 
posed to  it  except  as  a  last  resort. 

Senator  Edge.  American  business  men  have  never  yet  failed  in 
their  enterprise  when  there  was  an  opportunity  of  a  fair  and  reason- 
able profit,  and  we  have  got  to  find  a  way  that  they  will  do  it. 

Dr.  Copeland.  But  if  they  do  not  do  it 

Senator  Edge  (interposing).  I  think  they  will  do  it. 

Dr.  CorELAXD.  Well,  they  have  not  done  it  yet. 

The  Chairman.  I  know  tliat  you  will  be  interested,  Doctor,  in  learn- 
ing that  the  building  of  new  homes  in  Boston  in  1919,  the  year  after 
the  armistice,  was  just  one-tenth  of  what  they  were  in  1916,  the  year 
before  the  armistice — just  one-tenth  as  many.  There  was  no  building 
at  all  during  1918  of  homes  and  very  little  in  1917. 

Senator  Edge.  Well,  there  was  not  any  anywhere. 

The  Chairman.  No.  In  the  first  six  months  of  1920  the  building 
operations  in  Boston  were  one-half  what  they  were  the  first  six 
months  of  1919.  That  would  seem  to  indicate  that  we  will  find*  by 
the  end  of  1920,  that  the  building  of  homes  in  Boston  was  only  one- 
twentieth  of  what  it  was  in  1916.  On  the  other  hand,  there  are  a 
great  many — I  think  twice  as  many — garages  being  built  in  Boston 
this  year  as  there  are  homes  for  people  to  live  in. 

Senator  Edge.  That  is  very  true — perhaps  ten  times  as  manv. 

Mr.  Miller.  I  do  not  believe  a  paternalistic  scheme  would  work. 

Senator  Edge.  I  would  hate  to  see  the  day  that  it  was  ever  tried- 
I  do  not  disagree,  Doctor,  with  your  general  thought  that  it  is  a  gov- 
ernmental resi)onsibility  to  look  after  the  public  health.  Everybody 
appreciates  that;  but  do  not  let  us  relieve  ordinary  enterprise  from 
all  opportunity  to  contribute  to  that  responsibility. 
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Dr.  CoPELAND.  I  agree  with  that,  Senator;  but  at  the  same  time 
we  learn  a  lot  from  experience  and  observation ;  and  in  every  other 
country  they  have  given  up  trying  to  get  private  capital  with  which 
to  build  houses. 

Senator  Edge.  What  is  the  situation  in  (ireat  Britain?  I  have  just 
returned  from  England.  They  are  trying  to  have  the  public  buy 
housincr  bonds ;  is  not  that  correct  ? 

Dr.  CoPELAND.  Yes.    What  are  they  going  to  do  with  those  bonds? 

Senator  Edge.  Well,  I  assume  that  they  are  for  housing.  I  did  not 
investigate  it,  however,  at  all.  That  is  a  public  proposition — the  pub- 
lic are  going  into  it  and  spending  their  own  money,  not,  as  I  under- 
stand it,  through  the  levying  of  taxes,  but  it  is  a  voluntary  invest- 
ment on  the  part  of  any  individual. 

Dr.  CoPELAND.  Well,  you  are  not  fully  informed  on  the  subject. 

Senator  Edge.  Perhaps  I  am  not. 

Dr.  CoPELAND.  The  fact  is,  how  those  bonds  are  ever  going  to  be 
re<leemed  I  do  not  know,  and  I  could  not  find  out;  but  the  dovern- 
ment  of  England  is  back  of  those  bonds.  Those  housing  bonds  are 
being  sold  b^  municipalities  and  by  boroughs  of  the  citv  of  London. 
They  are  being  sold  by  the  borougn  or  by  the  municipality,  with  the 
underwriting  or  the  indorsement  of  the  central  Government ;  and  the 
city  of  Bristol,  a  town  of  400,000  population — just  about  the  same  size 
as  Newark — the  city  of  Bristol  is  building  5,0(X)  houses — the  city 
itself,  the  municipality.  I  know,  because  I  went  to  Bristol  and  I 
visited  those  houses.  In  this  scheme  of  building  in  England  they  are 
not  onlv  building  houses  but  they  are  doing  town  planning,  which  is 
a  very  important  thing  for  this  city  as  well.  It  is  a  very  imi)ortant 
thing  here,  where  the  houses  should  be  built — almost  as  important  as 
to  build  the  houses — because  the  question  of  transportation  is  so 
pressing.  The  city  of  Bristol,  England,  is  buildinjj:  5.000  and  the 
city  of  Manchester  is  building  10,000  and  the  city  of  London,  through 
its* various  boroughs,  is  building  lOO.(KK)  houses,  with  the  indorsement 
of  the  (jovemment,  which  guarantees  the  bonds. 

The  Chairman.  I  understand  the  system  in  Lon(k)n  to  be  that  the 
(Tovernment  pays  a  subsidy  to  the  builder. 

Mr.  0»PEi^\xi).  They  will  do  either;  they  will  pay  a  subsidy  of 
about  25  i)er  cent  of  the  value  of  the  house  built  or,  as  they  are  doing 
in  Bristol,  Manchester,  and  some  of  the  boroughs  of  London,  the  city 
il^lf  builds  the  property. 

Senator  Ew;e.  They  are  being  built  with  the  receipts  flom  the  sales 
of  those  housing  bonds  i 

Dr.  C'opELAND.  Yes. 

Senator  Edge.  And  the  housing  l)onds  are  being  taken  by  the 
public,  just  the  siune  as  the  public  would  buy  a  Lil)erty  bond,  for 
instance  ? 

Dr.  CorBijiXD.  Just  the  same:  yes. 

Senator  Edge.  So  that  it  is  not  exactly  a  governmental  activity? 
It  is  a  case  of  the  (ioverninent  doinir  it,  as  it  should,  in  my  judg- 
ment— trying  to  interest  the  people  ot  the  country  in  investing  in  tlie 
building  of  homes  ? 

Dr.  Copei*axd.  Yes. 

Senator  Edge.  Well,  that  is  different  entirely  from  the  citv  of 
Xew  York  suddenly  <m  their  bu<lget  stating  that  they  propose  to  tax, 
in  the  usual  form  of  taxation,  or  to  adopt  some  new  source  of  income. 
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and  include  an  item  of  a  million  dollars,  say,  for  the  building  of 
houses,  to  be  administered  by  the  government  of  the  city  of  New 
York.    That  is  quite  a  different  proposition  ? 

Dr.  CopELAND.  If  you  see  a  distinction  there  I  will  accept  your 
view  of  it. 

Senator  Edge.  I  see  a  vast  distinction  between  a  man  voluntarily 
investing  in  a  bond  and  the  city  of  New  York,  or  any  municipality 
with  a  political  government,  building  homes;  do  you  not,  Senator? 

The  Chairman.  Well,  is  the  city  of  Bristol  building  these  homes 
with  the  receipts  from  the  sale  of  these  bonds  ? 

Dr.  CoPELAND.  Yes ;  the  housing  bonds  are  used  locallv. 

The  Chairman.  The  payment  of  which  the  city  of  "Bristol  guar- 
antees ? 

Dr.  CoPELAND.  Yes;  the  city  of  Bristol  guarantees  them^  and  the 
Federal  Government  guarantees  that  the  city  of  Bristol  will  pay  the 
bonds. 

The  Chairman.  That  is  to  say,  the  English  Government? 

Dr.  CoPELAND.  Yes. 

ISenator  Edge.  I  see  no  objection  to  the  city  using  its  great  power, 
or  the  Government  either,  to  help  organize  its  people  and  arouse 
them  to  the  necessity  of  building  houses,  but  not  making  it  a  part  of 
their  ordinary  business  of  government.  Now,  I  do  not  consider  that 
they  are  doing  that  when  they  are  simply  asking  the  people  to  invest 
in  those  bonds. 

Dr.  CoPELAND.  That  is  all  very  well,  but  suppose  those  bonds  come 
due ;  the  (xovernment  has  to  pay  them. 

Senator  Edge.  There  is  no  reason  why  the  city  government,  having 
the  power  they  have,  together  with  their  business  men,  whom  I  pre- 
sume they  would  take  into  consultation,  should  not  work  out  a  plan 
for  retiring  the  bonds.    That  is  purely  a  business  proposition. 

Dr.  Copeland.  That  is  fine.  Senator,  and  I  am  for  that  plan. 

Senator  Edge.  I  am  not  going  on  record  for  that  plan,  but  I  think 
it  is  very  much  better  than  the  Government  simply  starting  in,  out 
of  whole  cloth,  and  putting  into  their  budget  a  million  dollars,  or 
whatever  the  amount  may  be,  to  build  houses,  and  then  starting  to 
raise  the  tax  rate  20  or  30  points,  because  they  will  not  do  it  as  well 
as  private  enterprise  would  do  it. 

Dr.  Copeland.  I  know  that  if  the  city  of  New  York  will  say  to  the 
people, "  We  will  issue  $100,000  of  boncfs  to  build  houses,"  those  bonds 
will  be  bought. 

Senator  Edge.  I  think  they  would,  under  present  conditions. 

Dr.  Copeland.  And  if  that  plan  were  adopted  the  houses  would  be 
built. 

Senator  Edge.  If  the  city  of  New  York  will,  in  connection  with 
that,  provide  proper  legislation  and  appoint  a  board  of  real  busi- 
ness men,  who  know  the  game  of  landlord  and  tenant,  and  have  men 
who  are  bankers,  builders,  etc.,  on  that  board,  who  will  really  admin- 
ister the  proposition,  then  it  is  fair  enough,  apart  from  the  political 
control,  and  would  receive  my  approval. 

Dr.  C0PEI.AND.  That  is  alsolutely  all  right.  Now,  to  go  back  to 
my  testimony,  I  want  to  finish  about  my  telegram  to  Senator  I.iOck- 
wood.  I  sent  this  telegram  saying  that  there  were  two  things  that 
this  housing  body — consisting  of  bankers  and  sane  men ;  that  is  all 
right — that  they  should  have  the  power  to  say  what  is  essential  and 
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what  is  nonessential  in  the  way  of  building,  and  then,  if  need  be, 
by  some  such  scheme  as  that  suggested  by  Senator  Edge,  or  by  the 
sale  of  city  bonds,  that  we  should  go  through  with  this  program. 
Senator  Lockwood  wrote  me  that  he  did  not  receive  this  telegram 
imtil  after  the  legislature  adjourned — and  I  have  taken  that  up  with 
the  Western  ITnion  to  find  out  why  that  was  so.  He  went  on  further 
to  say  that  the  corporation  counsel  had  said  that  it  was  not  possible 
for  the  city  under  any  circumstances  to  pledge  its  credit  to  build 
houses.  My  reply  was  that  that  is  a  matter  wnich  should  be  left  to 
the  courts  to  determine.  This  is  a  public  problem.  The  city  of  New 
York  is  spending  money  to  build  docks,  which  are  leased  to  private 
individuals,  and  1  think  it  could  very  well  afford  to  lend  its  credit 
to  this  scheme ;  and  I  think  that  with  modifications  of  Senator  Edge's 
suggestion  we  may  be  able  to  get  this  proposition  through.  We  have 
now  one  project  on  hand — a  commercial  building  project — that  if  it 
is  permitted  to  be  carried  forward  will  dispossess  1,450  families, 
besides  a  large  number  of  rooming  and  boarding  houses.  Now,  one 
does  not  need  to  be  told  that  that  is  a  crime  in  these  times.  Every 
one  of  those  houses  should  be  preserved.  This  is  no  time  to  permit 
the  construction  of  nonessential  stuff.  i 

Senator  Edge.  You  mean  by  that,  the  building  of  such  a  commer- 
cial structure,  because  of  its  taking  away  material  and  labor  that 
shoald  be  used  for  building  dwellings? 

Dr.  CoPELAND.  For  two  reasons;  in  the  first  place,  it  tears  down 
houses  where  people  now  live;  and,  in  the  second  place,  it  absorbs 
the  labor  and  material  in  that  new  building. 

Mr.  Miller.  That  job  that  you  refer  to,  I  expect,  is  a  municipal 
job,  at  that  ? 

Dr.  Copeland.  Well,  it  is;  yes.  One  of  the  men  down  town  has 
just  sent  me  by  messenger  a  memorandum  showing  the  relation  of 
housing  to  deaths  from  diphtheria  and  scarlet  fever,  showing  that 
where  the  housing  is  congested,  where  a  number  of  persons  live 
under  congested  conditions,  where  the  number  of  inhabitants  per 
acre  is  excessive,  that  is  the  point  where  we  have  our  highest  death 
rate  from  diphtheria  and  scarlet  fever.  Of  course,  there  can  be  no 
dispute  about  that.  I  think.  Senator  Calder,  that  covers  the  situa- 
tion as  I  see  it. 

Xow,  I  shall  be  very  glad  to  put  at  your  disposal  any  details  re- 
pirding  conditions  here.  I  have  ordered  another  survey  to  be  started 
the  1st  of  October,  to  see  what  effect  the  new  housing  conditions  have 
upon  the  population. 

The  Chairman.  I  think  the  records  will  show,  if  investigation  is 
made  here  in  New  York,  that  during  the  past  year  we  have  built 
\erv  few  tenement  houses. 

(>r,  ConiLAND.  Yes,  sir. 

The  Chairman.  The  number  is  hardly  worth  while  mentioning, 
hul  we  have  built  a  great  many  one  and  two  family  houses  in  the  out- 
lying sections.  Now,  the  men  who  build  those  one  and  two  family 
hou.<^es  construct  them  for  the  purpose  of  selling  them? 

Dr.  Copeland.  Yes. 

The  (^HAIRMAN.  And  the  costs  of  those  houses  have  been  so  ver^^ 
hijrh  that  I  am  doubtful  whether  they  will  ever  sell  them,  l)ecause,  as 
1 4»aid  a  moment  ago,  the  prices  are  150  per  cent  higher  than  thev  were 
in  1915  and  1916. 
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Dr.  CopELAND.  I  was  rather  regretful  that  the  law  did  not  require 
multiple  houses,  under  that  exemption — ^that  is,  to  accommodate  a 
large  number  of  persons — because  those  are  the  houses  we  need  in 
New  York. 

The  Chairman.  Well,  the  only  objection  to  that  that  I  could  see— 
and  I  think  it  would  appeal  to  you  as  health  commissioner  and  a  man 
who  wants  to  help  the  people  of  our  city  to  better  health  conditions- 
is  that  living  conditions  would  be  much  better  if  we  could  get  the 
people  to  go  out,  say,  into  the  outlying  sections  of  Queens,  and  the 
Bronx,  where  land  is  cheap,  and  build  a  little  one-familj'  house. 

Dr.  CoPELAND.  If  I  had  my  way,  I  would  have  every  family  in  New 
York  live  in  one  detached  house^  where  the  children  could  be  brought 
up  under  normal  conditions.  There  is  not  any  doubt  about  the  desir- 
ability of  that.    This  build-a-home  idea  is  the  right  one. 

The  Chairman.  Doctor,  I  have  given  a  great  deal  of  study  to  the 
building  business,  and  many  years  ago  I  was  superintendent  of  build- 
ings in  Brooklyn,  and  I  had  a  great  deal  to  do  with  the  amendment  of 
the  tenement-house  law  in  1903.  Aft-er  it  was  enacted,  it  was  foimd 
necessary  to  modify  it  somewhat.  Under  the  operation  of  the  tene- 
ment-house law  we  have  not  built  very  many  houses  for  poor  people 
to  live  in,  have  we? 

Dr.  Copeland.  No,  sir. 

The  Chairman.  It  has  operated  so  that  the  man  with  a  fair  income 
could  get  pretty  good  housing  facilities,  while  the  man  whose  pay 
was  $1.50  or  $2  or  $3  a  day  had  to  huddle  up  in  an  old  tenement ;  is 
not  that  so  ? 

Dr.  Copeland.  Yes.  My  judgment  of  the  tenement-house  law  is 
that  unless  we  are  going  further  with  it  and  do  more  with  it,  we  mi|rht 
better  abolish  it  and  absorb  the  department  in  the  health  department, 
because  there  is  constant  conflict  between  the  tenement-house  <lepart- 
ment  and  the  health  department  regarding  jurisdiction*  and  a  land- 
lord will  pay  no  attention  whatever  to  an  order  from  the  tenement- 
house  department,  because  there  is  no  authority  to  enforce  it;  but  he 
will  scramble  around  and  fix  things  up  if  the  board  of  health  puts  an 
order  on  him,  because  the  board  of  health  can  send  him  to  jail  if  he 
does  not  do  it. 

The  Chairman.  I  know  that. 

Dr.  CopEi^4ND.  We  have  constant  difficulty  in  the  way  of  conflicting 
jurisdiction,  and  it  is  only  because  of  our  desire  to  cooperate  without 
friction  that  we  are  able  to  get  along  at  all — ^there  is  so  much  chance 
for  dispute  between  the  two  departments.  I  think  on  general  princi- 
ples it  is  a  great  mistake  to  subtract  from  the  health  department  any 
authority,  in  this  State  when  we  passed  the  narcotics  statute  we  made 
a  great  mistake.  The  board  of  health  could  deal  with  that  problem 
independently  of  the  statute  very  much  better  than  is  being  done 
under  the  present  law. 

Senator  Edge.  At  least  they  should  be  in  some  way  accountable  to 
you? 

Dr.  Copeland.  Yes. 

Mr.  Miller.-  Have  you  any  knowledge.  Dr.  Copeland,  of  the  health 
conditions  in  any  of  the  other  large  cities  of  the  country? 

Dr.  Copeland.  I  have  no  reason  to  doubt,  from  my  correspondence 
with  health  commissioners,  that  the  same  conditions  that  we  have  here 
prevail  in  other  cities. 
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The  Chairman:  Have  you  any  further  questions,  Senator  ? 

Senator  Edge.  No  ;  I  think  thexioctor  has  given  us  a  very  interesting 
presentation  of  it. 

The  Chairman.  Mr.  Miller  ? 

Mr.  MnxER.  No,  Senator. 

The  Chairman.  Thank  you  very  much,  Doctor.  May  we  feel  at 
liberty  to  call  on  you  for  any  information  you  may  have  in  your  office  ? 

Dr.  CopELAND.  Yes,  indeed;  1  will  be  very  glad,  and  if  the  ma- 
chinery of  my  office  can  assist  you  in  any  way,  let  us  know. 

The  Chairman.  Thank  you  very  much. 

Dr.  CoPELAND.  Not  at  all,  sir. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Friday,  October  1, 1920,  to  meet  again  in  the  same  place  at  2  o'clock 
p.  m.) 
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YBJDAY,  OCTOBEB  1,  1020. 


Unitbd  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

A^ew  York  City, 

By  direction  of  the  ehairman  the  hearing  set  for  this  day  at  2 
oVlock  p.  m.   was   further  adjourned,  subject   to   call. 


WEPNESDAY,  OCTOBEB  6,  1020. 

United  States  Senate, 
SpecIxVl  Committee  on  Reconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  call,  in  the  conference  room.  En- 
gineering Societies  Building,  29  West  Thirty-ninth  Street,  at  10.30 
o'clock  .a.  m. 

Present:  Senator  Calder  (chairman) ;  and  Mr.  Franklin  T.  Miller, 
assistant  to  the  committee. 

The  Chairma^\  Mr.  Ford,  I  understand  that  you  were  a  member 
of  the  American  Industrial  Commission  to  France,  1916;  official 
United  States  delegate  to  International  Housing  Congress  in  Vi- 
eima«  1910;  deputy  commissioner  in  charge  of  reconstruction  in 
France,  American  Red  Cross,  1917-19;  city  planning  consultant  to 
the  cities  of  New  York,  Newark,  Jersey  City,  Omaha,  etc.;  and  that 
you  were  abroad  in  1919  and  part  of  the  present  year,  acting  as  a 
consultant  to  the  French  Government,  in  connection  with  the  re- 
planning  of  Rheims,  Soissons,  Arras,  and  other  cities  of  France. 

STATEMENT  OF  MB.  OEOBOE  B.  FOBD,  CITY  PLAmriNO  CON- 
8XJLTAHT  (TECHNICAL  ADVISOBY  COBFOBATION,  NEW  YOBK 
CITY). 

Mr.  Ford.  It  was  not  exactly  for  the  French  Government,  as  a 
whole,  but  as  consultant  to  various  cities  in  their  replanning,  par- 
ticularly Rheims,  which  did,  after  many  public  hearings,  adopt  my 
plans  which  are  now  in  effect. 

The  (^HAiRMAN.  How  large  a  city  is  Rheims? 

Mr.  Ford.  One  hundred  and  twenv-five  thousand  before  the  war. 

The  Chairman.  Was  it  completely  destroyed? 

Mr.  Ford.  Ninety  per  cent  of  the  city  was  destroyed.  To  give  you 
an  idea  of  the  extent  of  the  destruction  caused  by  the  war  in  the  cen- 
tral part  of  Rheims,  I  may  say  that  only  the  buildinirs  indicated  by 
the  (lark  colored  parts  of  this  chart  are  reparable  [exhibiting  chart]. 
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This  shows  the  tremendous  extent  of  the  destruction  of  the  citv.  The 
amount  of  destruction  was  not  so  great  until  the  latter  part  of  March, 
1918,  at  which  time  the  Germans  started  sending  in  320  millimeter 
shells.  Up  to  that  time  the  city  was  only  25  per  cent  destroyed,  but 
from  that  time  on  the  destruction  was  very  great.  They  took  a 
census  right  after  the  armistice  and  found  that  by  putting  two  and  a 
half  peojple  per  room  in  houses  that  were  reparable,  they  could  houije, 
at  a  maximum,  30,000  people  in  the  town.  To-day,  however,  tliere 
are  90,000  people  there  despite  the  fact  that  there  has  been  almost  no 
rebuilding.  1  ou  can  gain  an  idea  from  this  as  to  the  housing  condi- 
tions in  the  cit}^  at  the  present  time. 

The  Chairman.  Mr.  Ford,  the  committee  would  like  to  hear  from 
you,  in  your  own  way,  as  to  just  what  your  work  was  in  France,  the 
conditions  there  as  you  found  them,  and  how  they  are  to-day. 

Mr.  Ford.  Mr.  Miller  had  asked  me  previously  to  say  just  a  wonl 
about  what  I  had  done  in  France,  so  as  to  get  an  idea  as  to  my  point 
of  view. 

I  w^as  given  a  license  or  a  diploma  as  an  architect  and  construction 
engineer  in  France  in  1907.  after  four  years'  study  in  that  couiiivy, 
and  at  that  time  I  commenced  my  studies  of  housing  and  town  plan- 
ning there.  I  studied  these  subjects  in  Germany,  Italv,  Englan-l, 
and  in  various  other  European  countries  at  the  same  time.  Then, 
in  1910,  I  was  the  official  delegate  of  the  United  States  Govirnnient 
to  the  International  Housing  Conference,  at  Vienna,  and  at  tluit 
time  I  made  a  considerable  study  of  housing  and  town  planning  anil 
attendant  problems,  especially  in  Austria  and  Germany. 

I  made  another  trip  over  there  in  1912,  when  I  made  a  study  of 
housing  work  in  various  countries  of  Europe,  and  then  agaiu  iu 
1916  I  spent  several  months  in  France  and  England — mostiy  in 
France,  as  a  member  of  the  American  Industrial  Commission  to 
France,  which  went  over  there  officially  as  the  guests  and  at  the 
recjuest  of  the  French  Government  to  investigate  the  whole  problem 
of  industrial  and  commercial  exchange  between  the  two  count  n»»s 
and  to  try  to  create  a  better  mutual  understanding  of  the  problems 
of  the  two  countries.  Among  us  we  published  this  report  [ex- 
hibiting] . 

I  w  as  the  specialist  on  housing  and  industrial  welfare  on  that  cum- 
mission.  This  work  was  done  in  1916,  before  this  countrj'  entered 
the  war.  You  will  find  a  number  of  statements  in  this  pamphlet 
about  the  housing  and  industrial  problems  which  existed  at  that  time. 
We  visited  a  hundred  industrial  plants  throughout  France  and  much 
of  the  devastated  regions.  In  June,  1917,  I  went  over  as  one  of  the 
commissioners  of  the  American  Red  Cross,  to  take  charffe  of  recon- 
struction work ;  but,  as  it  turned  out,  the  American  Bed  C  ross  did  not 
do  any  reconstruction  work,  as  they  decided  it  was  an  economic  prob- 
lem for  the  French  Government  and  not  a  charitable  problem  for  the 
Ked  Cross;  so  I  organized  a  construction  department  in  the  Ameri- 
can Red  Cross,  and  up  until  the  armistice  I  constructed  hospitals  and 
barracks,  canteens,  and  so  forth,  all  over  France,  and  I  came  into  con- 
tact with  French  building  conditions,  prices,  and  so  forth,  as  a  result 
of  that  work.  The  latter  part  of  that  time  I  organized  a  bureau  in 
the  Red  Cross  to  assist  the  French  Government  in  the  housing  of 
refugees,  of  which  there  W3re  2,000,000.     We  studied  the  housing  of 
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these  refugees  all  over  France,  and  we  succeeded,  before  the  armi- 
stice, in  improving  the  housing  of  some  20,000  refugees. 

After  the  armistice  I  left  the  Red  Cross  and  have  been  working 
directly  with  the  French  in  their  city  planning  and  housing  work  in 
the  devastated  regions.  Through  an  organization  known  as  La 
Renaissance  des  Cites,  I  have  been  working  directly  with  the  munici- 
palities and  with  the  departmental  government  in  helping  them  im- 
j)rove  the  plans  of  their  towns  in  the  devastated  regions.  As  you 
know,  every  town  in  the  devastated  reirion  must  be  replanned  along 
nH)»lern  lines,  according  to  the  law  of  March  14, 1919,  which  provides 
thiit  every  citv  and  town  in  France  of  over  10,000  inhabitants  and 
♦*very  city  and  town  and  village,  no  matter  how  small,  in  the  devas- 
tate<l  regions  must  have  a  plan  made  for  its  improvement  in  sanita- 
ti<m,  circulation,  housing,  and  so  forth,  before  any  permits  for  per- 
tiiunent  reconstruction  can  be  given.  This  means  that  in  the  devas- 
tated regions  alone  there  are  "IfiOO  villages  and  towns  where  these 
[jhins  are  l)eing  laid  out,  and  it  is  in  advising  on  these  plans  that  I 
have  been  engaged. 

1  was  asked  to  take  charge  of  making  plans  for  the  city  of  Rheims, 
wliich  is  the  largest  city  that  was  destroved,  and  we  carried  those 
l>lans  through,  working  directly  with  tlie.f'rench  architects  and  engi- 
lu^ers,  and  the  plans  were  adopted  not  only  by  the  city  but  by  the 
French  (iovernment  as  well,  and  are  now  in  effect. 

From  the  standpoint  of  construction,  the  French  organized  directly 
after  the  armif^tice  what  is  known  as  the  ''  Building  Council."  It  is 
composed  of  the  presidents  of  the  leading  national  associations  of 
contractors,  engineers,  architects,  material  supply  people,  etc.,  rep- 
re>enting  virtually  all  of  the  building  interests  of  France.  That 
council  was  composed  of  about  18  members,  of  which  they  asked  me 
to  become  one.  I  was  present  at  nearly  all  the  meetings;  in  fact,  I 
was  the  only  foreigner  who  was  a  member  of  the  council. 

Before  the  war  France  had  been  very  active  in  trying  to  improve 
the  hrmsing  of  people  who  could  only  afford  to  pay  a  comparatively 
small  rent,  or  who  could  only  afford  to  buy  low-cost  houses,  and,  as 
vou  know,  they  had  a  number  of  laws  to  that  effect,  starting  way 
\»\u*k  in  the  90's.  In  general,  these  early  laws,  of  which  the  Laws  of 
KHM5  and  1908  were  the  principal  ones,  provided  that  the  State  would 
lerul  money  at  interest  varying  from  2  per  cent  to  3  per  cent  to  cities 
<»r  to  private  societies,  which  would,  in  turn,  loan  to  individuals  at 
just  enough  additional  cost  to  pay  the  overhead  charges  of  handling 
the  money.  With  this  money  houses  were  to  be  built  to  rent,  or  to 
-ell  on  the  installment  plan,  principally  to  workingmen. 

These  laws,  up  until  the  time  of  the  war,  had  resulted  in  the  ex- 
j»enditure  bv  the  Government  of  a  total  of,  roughly,  ir>0,()()(),()00 
francs.  This  was  divided  into  two  main  classes:  First,  the  money 
which  was  loaned  to  societies  for  the  building  of  tenement  houses 
or  individual  houses  for  rent,  in  which  special  concessions  were  made 
to  needy  families  and  to  large  families;  and  then  the  other  part  was 
l<?aned  by  the  Goveriunent  at  2  per  cent  to  scx^ieties  which  would 
^^II  the  houses  on  the  installment  plan  to  individuals,  with  something 
like  24  acres  of  land  attached  to  each  house,  so  that  the  people  could 
conduct  small  farms  and  be,  as  far  as  possible,  economically  inde- 
pendent. 
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The  Chairman.  You  say  the  Government  would  lend  the  money 
at  2  per  cent  ? 

Mr.  Ford.  Yes ;  at  2  per  cent  interest. 

The  Chairman.  Where  did  the  Government  get  that  money? 

Mr.  Ford.  The  Government  got  that  money  through  their  ordinary 
bond  issues  and  Government  loans,  and  the  Government  was  paving 
anywhere  from  4^  to  6  per  cent  for  that  same  money,  and  the  Gov- 
ernment paid  the  diflFerence  out  of  the  regular  governmental  revenue. 

The  Chairman.  That  is  to  say,  out  oi  the  taxes  levied  upon  the 
people  ? 

Mr.  Ford.  Yes. 

The  Chairman.  That  was  a  contribution  that  the  Government 
made? 

Mr.  Ford.  Yes ;  a  contribution  by  the  Government. 

The  Chairman.  And  that  condition  existed  before  France  entered 
the  war? 

Mr.  Ford.  Yes ;  that  was  started  first  in  1906. 

The  Chairman.  Have  3'^ou  any  idea  how  much  the  Government 
advanced  under  those  conditions? 

Mr.  Ford.  The  total  amounted  to,  roughly,  150,000,000  francs 
before  the  war.  At  the  same  time,  they  made  a  number  of  other 
concessions.  For  instance,  they  remitted  the  taxes  on  new  housin<c 
for  12  years. 

The  Chairman.  They  remitted  the  taxes? 

Mr.  Ford.  Yes. 

The  Chairman.  On  new  housing? 

Mr.  Ford.  Yes;  on  all  new  buildings  for  housing  purposes  that 
came  within  the  category  of  low-cost  housing.  This  did  not  apply 
to  the  high-class  apartment  houses,  but  only  to  low-rent  tenements. 

The  Chairman.  Do  you  know  whether  that  applied  to  the  smaller 
houses  built  for  one,  two,  or  three  families? 

Mr.  Ford.  Yes ;  it  also  applied  there ;  but  the  tax  was  nqf  remitted 
on  the  land — only  on  the  building — and  they  also  remitted  their 
famous  tax  on  doors  and  windows,  too,  in  such  cases. 

The  Chairman.  There  was  a  special  tax  on  doors  and  windows? 

Mr.  FcRD.  Yes;  a  special  tax  on  doors  and  windows.  It  is  the 
lessee  who  pays  the  tax  on  doors  and  windows,  and  I  remember  when 
as  a  student  I  was  the  lessee  of  an  apartment  I  had  to  pay  2i  francs 
on  each  outside  door  and  on  each  window  in  my  apartment. 

Jlr.  MiiiLER.  Thev  have  the  same  svstem  in  Germanv,  I  believe? 

Mr.  Ford.  Yes. 

Mr.  Miller.  What  did  that  amount  to,  per  month? 

Mr.  Ford.  Two  and  a  half  francs  a  year  on  each  window  and  each 
door — outside  door.  The  tendency  was  to  create  the  least  possible 
number  of  windows,  of  course. 

The  Chairman.  Or  else  one  big  window,  perhaps? 

Mr.  Ford.  Yes. 

Mr.  Miller.  Do  they  have  a  residence  tax,  the  same  as  thev  have 
in  Germany — ^that  is  to  say,  do  they  pay  for  living  in  a  house? 

Mr.  Ford.  No  ;  I  do  not  know  of  any  such  tax  in  France, 

The  (^HAiRMAN.  Is  that  door  and  window  tax  still  in  effect? 

Mr.  Ford.  It  was  largely  done  away  with  about  a  year  and  a  half 
or  two  years  ago;  not  entirely',  however.  There  is  also  a  tax  on 
chimneys  in  France,  which  has  sometimes  resulted  in  having  as  many 
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as  30  flues  in  one  chimney.  I  do  not  recall  the  amount  of  that  tax  at 
the  moment,  however. 

Then,  for  all  the  special  housing  recognized  by  the  Government 
there  are  no  incorporation  fees,  and  there  is  exemption  of  all  capital 
and  income  taxes. 

Mr.  Miller.  Was  all  this  before  the  war? 

Mr.  Ford.  Yes ;  this  was  before  the  war. 

The  Chairman.  You  say  there  is  an  exemption  of  all  capital  and 
income  taxes  i 

Mr.  Ford.  Yes ;  all  taxes  on  capital  or  income  that  comes  from  or 
has  to  do  with  this  special  liousing.  Then  there  is  an  exemption  of 
ail  inheritance  taxes  that  have  to  do  with  this  housing. 

The  Chairman.  Just  what  do  you  mean  by  "  having  to  do  with  this 
housing^  " 

Mr.  Tord.  All  this  special  housing  that  is  recognized  by  the 
French  (lovernment  as  being  a  public  utility,  which  receives  more 
or  less  encouragement  from  the  Government  in  the  way  of  loans.  All 
private  moneys  which  are  invested  in  ;that  housing  are  exempted 
from  taxation.  The  Government  only  advances  anywhere  from  50 
to  70  per  cent  and  private  sources  advance  the  balance.  Then  sav- 
ings banks,  trust  funds,  municipalities,  and  estates  can  subscribe, 
under  the  French  law,  to  housing  bonds  for  w^orkingmen's  housing. 
A  city  or  a  department  of  the  French  Government  can  contribute 
lamJ.  and  even  existing  buildings,  at  a  value  of  not  less  than  one- 
lialf  their  real  value. 

The  Chairman.  A  moment  ago  you  said  that  savings  bank  funds 
and  estate  funds  could  be  invested  in  these  bonds,  the  proceeds  of 
which  are  to  be  used  for  workingmen's  housing? 

Mr.  Ford.  Yes, 

The  Chairman.  Xow,  when  they  are  so  invested,  is  the  income 
therefrom  exempt  from  taxation  ? 

Mr.  Ford.  I  understand  so;  yes. 

The  (^HAiRMAN.  Do  you  know  what  rate  of  interest  they  receive? 

Mr.  Ford.  I  am  coming  to  that  in  just  a  few  moments,  if  I  may. 

The  (^HAiR3iAN.  Yes;  proceed. 

Mr.  Ford.  The  city  or  State  can  guarantee  up  to  3  per  cent  of  the 
interest  on  the  bonds  of  any  housing  society,  and  they  can  guarantee 
it  perpetually,  without  the  necessity  of  its  having  to  be  amortized, 
and  they  can  guarantee  the  dividend  on  the  stock  up  to  a  maximum 
of  20  years  in  these  societies.  Then,  garden  cities,  workingmen's 
gartlens.  laundries,  shower  baths,  buildings  for  the  care  of  children 
while  their  mothers  are  at  work,  playgrounds,  and  even  shops,  pro- 
vided they  do  not  sell  alcoholic  drinks — this  is  in  France — are  in- 
rluiled  in  the  class  of  buildings  that  can  receive  subsidies  from  the 
(i#ivernnient. 

Then  the  municipalities  themselves  can  aid  a  housing  society  to 
the  extent  of  not^  over  1  per  cent  per  year  of  the  total  cost  of  land 
anil  building,  as*a  reduction  on  the  rents,  provided  there  are  over 
three  children  under  16  years  of  age.  They  can  also  do  the  same 
for  families  who  are  considered  particularly  needy;  in  other  words, 
they  ire  encouraging  large  families.  This  amount  which  can  be 
trranied  each  year  by  the  city  can  be  increased  to  2  per  cent  of  the 
t^ital  w)st  of  land  and  building  for  30  years,  where  at  least  half  of 
the  buildings  being  erected  bj'  the  society  are  for  needy  families  and 
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where  there  are  over  three  children.    That  makes  quite  a  consider- 
able reduction. 

The  Chairman.  Yes,  indeed;  it  is  really  tremendous. 

Mr.  Ford.  And,  in  addition,  they  enjoy  all  the  privileges  that 
I  have  named  above. 

To  encourage  what  is  known  as  small  holdings — to  encoumge  i>eople 
to  have  a  plot  of  land  of  1,  2,  or  2J  acres  as  a  maximum,  on  which 
they  can  take  care  of  themselves  and  raise  garden  produce^ — the 
French  Government  lends  money  to  housing  societies  at  2  per  cent 
interest,  provided  that  the  tenant  or  the  person  who  will  eventually 
buy  the  property  will  himself  advance  an  equity  of  one-fifth  of  the 
cost  of  the  land  and  building. 

The  Chairman.  Do  I  understand,  Mr.  Ford,  that  the  money  is 
loaned  to  the  prospective  purchaser  at  2  per  cent? 

Mr.  Ford.  It  is  loaned  to  a  housing  society,  which,  in  turn,  adds 
on  anywhere  from  one-quarter  to  l|  per  cent  for  their  overhead 
expenses. 

Mr.  Miller.  They  then  loan  80  per  cent  of  the  value  of  the  prop- 
erty? 


Mr.  Ford.  Xo  j  the  Government- 


Mr.  Miller  (interposing).  I  mean,  the  housing  society  loans  80 
per  cent? 

Mr.  Ford.  Yes ;  the  housing  society  loans  80  per  cent. 

Mr.  Miller.  And  that  costs  the  purchaser  what  per  cent? 

Mr.  Ford.  And  it  costs  the  purchaser,  in  the. varying  amounts  that 
I  will  come  to  in  a  few  moments,  depending  on  circumstances,  any- 
where from  2J  to  3^  per  cent,  amortizable  in  a  maximum  of  25  years. 
Then,  in  addition,  where  a  man  wants  to  purchase  a  small  holding, 
with  the  help  of  this  Government  loan,  he  has  to  take  out  life  insur- 
ance that  will  continue  his  monthly  payments  in  case  of  his  death; 
and  he  also  has  to  show  a  sanitary  certificate,  which  is  given  to  him 
by  the  health  authorities,  to  show  that  his  building  conforms  with  all 
the  sanitary  provisions  of  the  French  health  laws. 

These  building  credit  societies  that  receive  this  money  at  2  per  cent 
from  the  Government  are  not  allowed  to  lend  to  housing  cooperative 
societies  at  over  2^  per  cent.  In  other  words,  if  a  group  of  owners 
are  grouped  together  in  a  society,  cooperative  society,  they  can  get 
the  money  through  a  building  credit  society  from  the  French  Govern- 
ment at  2^  per  cent. 

Ordinarily,  the  Government  lends  60  per  cent  of  the  value  of  the 
land  and  building,  or  if  the  municipality  will  guarantee  the  differ- 
ence, the  Government  will  lend  70  per  cent — in  other  words,  if  the 
commune,  or  the  municipality,  will  guarantee  the  last  10  per  cent. 

Under  the  French  laws  the  rents  on  all  buildings  that  receiveii 
this  Government  subvention  were  fixed  before  the  war  at  a  maxi- 
mum of  4rJ  per  cent  of  the  cost  of  the  land  and  buildinc.  Where 
there  are  small  farms,  the  State  lends  up  to  80  per  cent  of  the  value 
of  the  land  and  buildings,  plus  2,000  francs  maximum  on  the  farm 
buildings,  and  1,200  francs  on  the  gardens.  As  you  know,  in  France, 
there  is  a  homestead  act,  which  is  called  the  "Bien  de  famille,'' 
which  corresponds  to  our  homestead  act,  such  as  we  have  in  Texas*  for 
instance,  here  in  America,  by  which  a  man  is  entitled  to  a  maximum 
of  8,000  francs  for  a  homestead  from  the  French  Government. 
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The  Chairman.  Mr.  Ford,  these  things  all  existed  before  France 
entered  the  war,  as  I  understand  it  ? 

Mr.  Ford.  Yes. 

The  Chairman.  And  do  they  still  continue? 

Mr.  Ford.  Well,  now,  during  the  war  there  was  virtually  no  hous- 
ing done,  except  for  munition  workers,  and  that  was  done  by  the 
ministry  of  munitions — the  ministry  of  armament.  They  put  up 
nothing  but  barracks  housing.  There  was  virtually  no  permament 
housing  done  by  the  Government  during  the  war;  there  were  sev- 
eral private  manufacturers  that  did  put  up  houses  of  poured  concrete 
or  oi  concrete  blocks,  or  some  other  quick  construction,  but  it  was 
the  very  cheapest  kind  of  housing,  and  probably  would  not  be  con- 
sidered i)ermanent.  We  saw  some  of  them  when  we  were  over  there 
in  1916. 

Since  the  war  the  Government  has  been  very  active  on  the  housing 
problem.  In  the  first  phice,  they  have  increased  the  credit  that  is 
available  for  small  holdings  from  100,000,000  francs  before  the 
war  to  2(M),0<)0,(KK)  francs  at  the  present  time;  and  they  have  in- 
crea.sed  the  credit  available  for  other  housing  from  1()0,()(K),()()() 
francs  before  the  war  to  3(K),0()(),0()0  francs;  so  the  French  Govern- 
ment has  now  in  its  budget  5(X),000,000  francs  available  for  loans  on 
housing  at  2  i)er  cent  interest. 

Furthermore,  the  Government  is  now  lending  money,  through  its 
housing  bureaus,  directly  to  individuals,  so  that  the  individual 
himself,  in  many  cases,  does  not  have  to  pay  over  2  per  cent  interest 
on  the  monev  that  he  secures  from  the  Government,  where  he  buvs 
his  proi>erty,  and  2i  per  cent  is  paid  by  the  local  housing  society 
which  builds  the  building,  where  the  building  is  erected  for  rent 
onlv. 

'fhe  (^HAiRMAN.  What  was  that  last  statement,  please  ? 

Mr.  Ford.  That  where  the  Government  to-day  lends  money  to  a 
housing  bureau  or  a  housing  society  which  is  building  houses  for  rent, 
the  housing  society  pays  2^  per  cent  for  the  mcmev,  but  where  an 
individual  wants  to  buy  a  house  himself  on  the  installment  plan,  with 
this  loan  from  the  Government,  the  individual  owner  gets  the  money 
at  2  per  cent. 

All  this  work  of  controlling  housing  so  far  as  the  Government  is 
con<-emed  is  now  under  the  new  ministry  of  health.  Previously  it 
liad  started  under  a  numl)er  of  different  ministries.  At  the  same  time 
there  were  a  numl)er  of  private  societies  that  were  active  in  housinjr* 
and  they  raise<l  a  g(K)d  deal  of  capital  in  France  amongst  people 
philantliropically  inclined  for  housmg.  Under  the  French  law  not 
more  than  4  per  cent  interest  could  be  paid  on  this  mcmey.  As  a 
matter  of  fact,  the  average  housing  society  paid  only  between  3  and 
3J  |ier  rent  on  the  private  capital  invested  in  housing.  In  other 
wonLs,  housing  has  always  l)een  semi  philanthropy  in  France. 

Mr.  M11.1.KR.  What  was  the  valuation  of  a  house  that  would  cease 
to  l>e  "housing"?  If  a  man  built  a  $."),0()0  house,  would  that  come 
witliin  the  category  of  •'  housing  "? 

Mr.  Ford.  Before  the  war  they  were  paying  for  workingmen's 
housing — housinir  that  was  recognized  as  comin^j  within  this  class — 
an  average  of  5,000  to  G.IKK)  francs.  Eight  thousand  francs  was 
rpftignixed  ah  rather  the  maximum  for  that  type  of  house. 
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Mr.  MiLiJiR.  Was  there  any  governmental  test  which  gave  these 
projects  their  exemption,  the  test  being  based  on  valuation  i 

Mr.  Ford.  That  the  rent  should  not  exceed  4|  per  cent  of  the  total 
cost  of  the  land  and  buildings,  and  the  French  Government  also  pub- 
lished a  table,  such  as  this  [exhibiting  a  paper]  which  provided  for 
five  categories  of  communities,  municipalities  of  less  than  5,0(J(),  those 
between  5,000  and  30,000,  those  between  30,000  and  2()0,0(K),  those 
between  200,000  and  Paris,  and  the  fifth  class  Paris  itself.  A  maxi- 
mum rent  for  which  the  Government  will  give  a  subvention  was  deter- 
mined for  each  category,  and  that  maximum  rent  varied  according  to 
the  number  of  rooms  and  the  floor  «pace  in  the  house.  To-day  the 
maximum  rent  recognized  by  the  Government,  even  in  Paris,  is  936 
francs  a  year. 

Mr.  Miller.  That  is  for  how  manv  rooms  ? 

Mr.  Ford.  It  does  not  make  any  difference  how  many  rooms,  pro- 
vided they  can  keep  it  within  that  rent  but  with  a  minimum  of  three. 

Mr.  Miller.  That  would  be  practically  $200  a  year,  at  the  old  rate 
of  exchange  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  All  that  you  say  applies  to  housing  in  France  that 
rents  for  $200  a  year  or  less  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  And  anything  higher  gets  no  Government  subsidy? 

Mr.  Ford.  But  you  must  remember  that  the  proportion  of  a  man's 
income  that  he  paid  in  rent  was  very  decidedly  less  there  than  here  in 
America.  In  America  they  think  of  one-quarter  of  a  man's  income 
as  going  for  rent.  In  France,  before  the  war,  one-eighth  of  a  man> 
income  in  rent  was  considered  very  high.  The  majority  of  the  people 
were  paying  only  one-ninth  of  their  income,  or  one-tenth. 

Mr.  Veiller.  Was  that  in  the  urban  communities? 

Mr.  Ford.  Yes ;  urban  and  suburban.  To-day  they  tell  me  that  in 
many  cases  people  can  not  afford  to  pay  over  one-eleventh  or  even 
one-twelfth  of  their  income  in  rent,  and  in  working  out  housing 
schemes  to-day  no  one  dares  to  count  on  more  than  one-ninth  or  one- 
eighth  of  a  man's  incojne  for  rent. 

Mr.  MrRPHY.  Does  that  rental  bear  any  relation  to  the  cost  of  the 
building? 

Mr.  McDouGALL.  That  is  to  say,  an  apartment  that  would  rent  for 
200  francs  per  annum,  what  would  be  the  value  of  that  building  that 
w^ould  produce  that  rental  ? 

Mr.  Ford.  Just  there  we  come  to  an  extremely  interesting  fact. 
Before  the  war  a  workingman's  house,  which  coidd  be  built  for 
5,000  to  6,000  francs,  rented  for  300  francs  a  year.  To-day  the  same 
house  costs  30,000  francs,  because  building  costs  have  gone  up  be- 
tween five  and  one-half  and  six  times  what  they  were  before  the  war, 
and  they  can  not  get,  ordinarily,  in  rent,  more  than  600  or  700  francs 
for  that  same  house  to-day. 

Mr.  McDoroALL.  Due  to  the  limited  income  of  the  occupant  I 

Mr.  Ford.  Due  partly  to  the  fact  that  the  wages  have  not  gone  up 
as  fast  as  the  cost  of  building. 

Mr.  McDouoALL.  Is  there  not  some  provision  of  French  law  that 
limits  the  rent  that  they  can  charge? 

Mr.  Ford.  Yes ;  that  is  in  this  table  here. 
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Mr.  McDouGALL.  Is  that  not  a  factor,  then,  that  fixes  the  rent  by 
statute  or  by  limitation  of  law  ? 

Mr.  Ford.  You  might  say  that  this  statute  is  really  fixed  on  the 
average  amount  that  the  average  workingman  can  afford  to  pay. 

Mr.  McDoTOALL.  But  it  is  conditioned  by  the  Government? 

Mr.  Ford.  The  Government  aid  is  given  only  where  the  maximum 
rent  comes  within  this  table. 

Mr.  McDoroALi..  Then  it  is  not  an  economic  proposition?  It  is 
something  that  would  have  to  b^  supported  by  the  Government? 

Mr.  VouD.  Xo;  it  is  not  an  economic  proposition. 

Mr,  McDoroALL.  There  would  have  to  be  some  form  of  subsidy, 
in  order  to  take  care  of  the  income? 

Mr.  Ford.  When  a  house  costs  30,000  to  40,000  francs,  as  it  does  to- 
dav,  and  you  can  onlv  get  600  francs  rent,  that  is  only  6  per  cent  on 
li)SHX)  francs. 

Mr.  McDorcALL.  And  the  balance  would  have  to  be  taken  care  of 
in  some  other  way  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  If  a  man  were  making  $2,000  a  year,  he  would  pay 
10  per  cent  of  his  wages  in  rent,  which  would  be  $200  a  year,  and 
lie  would  then  come  within  the  class  of  Government  subsidy ;  but  if 
he  were  getting  twenty-five  hundred  dollars  a  year,  and  able  to  pay 
a  rent,  say,  of  $250  a  year,  then  all  of  these  matters  of  Government 
snhsidv  would  not  apply.    Is  that  right  ? 

Mr.  VoRD.  A  man  can  live  down  in  France  the  same  as  he  can  here, 
you  know. 

Mr.  Miller.  But  I  mean  to  say  that  it  does  not  apply  to  over  $200 
a  year  i 

Mr.  Ford.  Xo. 

Mr.  Miller.  Or,  you  might  say,  936  francs? 

Mr.  Ford.  Yes. 

Mr.  Manx.  In  other  words,  there  is  no  limitation  put  upon  the 
rent  by  the  (lovernment,  except  in  cases  where  this  relief  is  given 
by  the  (Tovernment,  in  loaning  at  this  low  rate  of  interest  ?  In  other 
wordi?,  this  indirect  subsidy,  so  called — where  a  man  builds  a  house  or 
owns  a  house,  without  getting  any  Government  loan 

Mr.  Ford  (interposing).  He  can  charge  any  rent  that  he  can  get. 

Mr.  Maxn.  He  can  charge  any  rent  he  likes? 

Mr.  Ford.  Yes. 

>Ir.  Miller.  To  make  that  plain,  the  test  is  4J  per  cent  on  the 
r:ir)ital  invested? 

.Sir.  F(.»RD.  Four  and  three-quarters  per  cent. 

>fr.  Miller.  Four  and  three-<iuarters  per  cent? 

Mr.  P'oRD.  Yes. 

Mr.  Maxn.  Not  for  people  who  own  houses  outside? 

Mr.  Ford.  Xo:  but  m  order  to  iret  a  (TOvernment  subsidv  at  2i 
per  rent.  The  result  of  this  is  that  to-day  the  only  housing  tliat 
!»•  U»ing  done  in  F* ranee  is  being  done  either  by  manufacturers — who 
♦  ;in  not  get  employees  to  work  in  their  factories  unless  they  build 
hiiu.*4i»s  for  them,  at  a  considerable  loss  to  themselves — or  in  a  few 
r.t^^H  by  \wople  who  are  very  philanthropically  inclined,  who  are 
willing* to  take  2  or  2J  per  cent  on  their  private  capital  and  put  it 
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into  a  housing  investment.     So  that,  as  you  can  readily  imagine, 
there  is  very  little  new  housing  going  on  in  France  to-day. 

Meanwhile,  M.  Loucheur,  who  was  the  minister  of  armament  all 
during  the  war,  and  who  was  minister  of  industrial  reconstruction 
immediately  after  the  war,  and  as  such  was  responsible  for  getting 
France  back  on  its  feet  industrially,  all  throughout  the  devastated 
regions  and  elsewhere  in  France — he  is  chairman  of  a  commission 
whicli  has  been  investigating  the  housing  question  and  which  pre- 
sented an  extremely  interestmg  report  last  March  on  that  subject, 
which  I  have  translated  and  have  here  among  my  documents.  In 
July  he  presented  a  bill  to  the  French  Parliament  for  completely 
remodeling  the  State  aid  of  housing. 

Mr.  Miller.  On  the  basis  that  all  these  subsidies  that  you  have 
mentioned  heretofore  have  not  produced  the  result  desired? 

Mr.  Ford.  Yes;  they  have  not  produced  the  result.  Figuring  it 
out  in  detail,  as  I  have  had  to  do  recently  for  certain  Americans 
who  are  interested  in  housing  in  France,  I  have  been  unable  to 
show  that  under  the  present  laws  they  could  make  any  sort  of  propo- 
sition that  would  pay  more  than  2  or  2^.  per  cent  on  the  money  they 
would  put  into  the  proposition — which  is  not  very  much,  according 
to  modern  standards. 

This  bill  which  was  presented  to  the  French  Parliament  was 
introduced  on  the  22d  of  July,  1920.  It  has  not  yet  been  voted  on. 
It  provides  for  (jovernment  aid  for  500,000  necessary  workingmen's 
houses  to  be  built  within  the  next  10  years  at  the  rate  of  50,000  a 
year.  The  bill  provides  that  the  Government  shall,  instead  of  lend- 
ing money,  as  they  have  previously,  amortizable  in  25  years  at  2 
per  cent  interest,  shall  actually  give  the  money  outriglit  to  the 
extent  of  one-half  of  the  cost  of  land  and  building.  In  other  words, 
going  still  further  than  they  have  in  England. 

Mr.  Veiller.  That  is,  to  give  it  to  the  individual  builder? 

Mr.  Ford.  Through  local  societies,  to  the  individual  builder,  and 
that  the  Government  shall  give  this  money  outright:  and  that  for 
that  purpose  the  Government  shall  vote  a  credit  of  750,000,000  francs 
a  year  for  10  years,  or  a  total  of  7,500,000,000  francs  for  the  10 
years,  for  housing  subsidies. 

Mr.  Miller.  Have  you  a  copy  of  the  bill  to  which  you  refer  that 
you  could  leave  with  the  committee  as  an  exhibit? 

Mr.  Ford.  This  is  the  only  copy  I  have,  but  if  you  would  like  to 
have  me  translate  it 

Mr.  Miller.  Yes. 

Mr.  Ford.  In  fact,  I  did  translate  it  in  that  document  that  I  gave 
you. 

Mr.  Miller.  Then  we  have  a  copy  ? 

Mr.  Ford.  Yes. 

Mr.  Murphy.  Has  the  man  who  introduced  this  bill  a  ministry 
now? 

Mr.  Ford.  In  the  political  turnover  he  is  not  now  a  minister,  but 
he  is  one  of  the  strongest  figures  in  the  French  Government  to-day. 

Mr.  Mann.  He  is  one  of  the  deputies  now? 

Mr.  Ford.  Yes. 

Mr.  Miller.  ^Yhat  are  the  other  provisions  of  that  bill? 

Mr.  Mann.  This  is  to  be  a  national  subsidy? 
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Mr.  Ford.  Yes ;  the  Government,  in  order  to  raise  this  750,000,000 
francs  a  year  would  inaugurate  a  special  loan  to  be  subscribed  lo- 
cally, and  they  would  tiy,  as  far  as  possible,  to  do  as  they  have  done 
in  (England — ^to  get  the  people  in  the  community  where  the  housing 
is  to  be  located  to  subscribe  to  the  loans  to  be  used  in  that  particular 
part  of  the  country. 

Mr.  Miller.  At  what  rate? 

Mr.  Ford.  At  the  current  rate  of  interest;  it  is  not  stated  here, 
hut  it  is  said  to  be  at  a  current  rate  of  interest — and  amortizable  in 
4(J  years. 

Mr.  Manx.  In  40  years? 

Mr.  Ford.  Yes. 

Mr.  Mann.  It  might  be  well  to  call  attention  there  to  the  fact  that 
the  character  of  construction  in  France  is  such  that  the  houses  will 
lajst  -K)  years  or  more  ? 

Mr.  Poni).  Yes;  that  is  perfectly  true. 

Mr.  Mann.  In  other  words,  they  build  only  of  brick  and  stone, 
and  not  frame  houses  ? 

Mr.  Ford.  Yes.  A  very  interesting  thing  in  that  connection  is  that 
M.  Louchevr,  in  the  report  he  made  last  spring,  recommended  that 
France  should  change  her  habit  in  that  respect,  and  build  a  number 
of  wooden  houses  all  through  the  devastea  regions,  and  elsewhere 
where  housing  was  needed,  getting  the  wood  and  the  materials  for 
those  houses  in  knocked-down  shape  from  Germany  and  Austria,  as 
part  of  their  indemnity  from  Germany  and  Austria — to  have  them 
built  in  knocked-down  form  in  Germany  and  Austria,  and  sent  to 
France,  and  set  up  by  native  workmen. 

Mr.  Mann.  Is  it  not  a  fact  that  all  wooden  houses  or  frame  houses 
are  considered  temporary  expediencies? 

Mr.  Ford.  In  France;  yes. 

Mr.  Mann.  And  are  not  regarded  as  permanent  structures. 

Mr*  Ford.  The  way  they  built  them  during  the  war  in  France,  and 
the  way  they  are  still  building  them,  is  for  immediate  shelter  to  house 
f)e<*mle  while  thev  are  waiting  for  permanent  housing. 

Mr.  Mann.  Simply  as  temporary  relief? 

Mr.  Ford.  Yes;  they  could  not  be  called,  by  the  greatest  stretch  of 
the  imagination,  permanent. 

Mr.  Miller.  Tney  are  like  our  cantonments? 

Mr.  Ford.  Yes ;  but  after  two  or  three  years,  they  are  simply  sieves ; 
thev  are  made  of  green  lumber,  and  they  open  up  in  cold  weather. 
My  wife  lived  all  last  winter  up  in  the  Somme  in  one  of  those  houses, 
and  in  various  places  she  could  pass  a  hammer  through  the  wall, 
owing  to  the  shrinkage. 

Mr.  Mann.  Numerous  communications  have  been  received  by  me, 
1-;  rhaimian  of  the  mayors  housing  conference  committee,  offering 
novel  suggestions.  One  among  them  was  the  suggestion  for  the  use 
of  4tUi  trolley  cars,  old  railroad  passenger  cars,  and  other  obsolete 
rmm — freight  cars,  etc.,  on  dead  sidings — for  temporary  housing 
iw-s.  Another  suggestion  was  that  the  leviathan  and  other  ships  not 
in  u*^,  be  taken  over  to  the  New  York  side  and  converted  into  living 
<|uarter8 — pormanetly  docked.  Another  suggestion  was  that  struc- 
tures like  the  Queens  Borough  elevated  structure  and  other  viaducts 
of  that  kind,  the  lower  parts  of  them — that  they  \ye  used  for  tem- 
jMirarj'  housing  purposes,  and  put  into  shape  for  that  use. 
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Mr.  Miller.  Will  you  proceed,  now,  Mr.  Ford? 

Mr.  Ford.  One  thing  that  I  forgot  to  state  was  that  this  new  sub- 
vention or  subsidy  of  the  State  for  housing  is  made  only  throusjli 
municipal  bureaus ;  that  is,  where  the  municipality  actually'  organizes 
a  bureau  to  conduct  the  housing  w^ithin  its  borders. 

Mr.  Miller.  You  are  referring  now  to  this  new  bill  ? 

Mr.  Ford.  Yes;  but  where  tlie  State  would  advance  money  to 
private  societies,  as  distinguished  from  municipal  bureaus*  it  would 
not  give  the  money  outright,  but  would  give  it  to  be  amortized  over 
a  long  term  of  years — it  does  not  state  just  how  many  years,  but  a 
long  term  of  years — probably  40,  but  without  interest. 

Then,  on  another  phase  of  the  subject — the  matter  of  building  laws 
in  general — you  know  that  in  France  they  really  have  no  building 
codes,  in  the  sense  that  we  have  them  here  in  America. 

Mr.  Mann.  But  they  have  a  building  commission  in  each  locality? 

Mr,  Ford.  Yes;  and  plans  have  to  be  accepted  by  the  building 
commissioner  before  you  can  go  ahead. 

Mr.  Mann.  Yes. 

Mr.  boRD.  But  in  order  to  get  around  the  lack  of  building  laws, 
in  the  French  law  it  provides  that  the  contractor  and  the  architect 
of  each  building  are  responsible  for  any  trouble  there  may  be  with 
that  building  for  10  years  after  the  building  is  built;  and  I  have 
known  of  a  good  many  contractors  and  architects  who  have  been 
ruined  under  that  law.  However,  if  they  do  not  have  building 
codes  in  the  sense  that  we  have  them  in  America,  they  do  have  laws 
controlling  the  height  and  the  area  of  buildings,  corresponding 
very  much  to  our  new  zoning  laws  here  in  America,  except  that  they 
are  usually  flat  limits  for  the  whole  city,  instead  of  having  different 
restrictions  in  different  parts  of  the  city ;  and  they  have  had  those  for 
a  good  many  years  all  over  France;  and  those  laws  prescribe  the 
height  of  the  building  in  relation  to  the  width  of  the  street  on  which 
it  faces,  and  the  sizes  of  the  yards  and  courts,  in  very  much  the  .same 
way  that  our  tenement-house  laws  do  here  in  America.  Their  laws 
are  rather  more  drastic  in  most  cases  than  our  laws  are,  requiring 
larger  yards  and  courts,  with  the  result  that  there  are  no  buildings 
anywhere  in  PVance  to-day  over  eight,  and  possibly  in  a  very  few 
cases  nine,  stories  in  height.  The  average  run  of  high  buildings 
in  the  cities  is  not  over  five  or  six  stories;  and  when  you  come  to 
cities  outside  of  l^aris — take  a  city  like  Bheims,  for  instance — there 
are  almost  no  buildings  in  there  over  three  or  four  stories  in  height. 
It  is  a  city  of  125,000  inhabitants. 

Then  they  have  their  national  health  and  sanitary  laws,  by  which 
every  city  and  town  over  5,000  inhabitants  has  to  have  a  sanitary 
commission  that  passes  on  all  matter  of  sanitation;  and  the  health 
law  of  France,  of  1902,  provides  that  every  city  and  town  may  adopt 
sanitary  laws.  A  superior  commission,  or  the  minister  of  the  interior 
in  France,  has  adopted  a  model  sanitary  code  for  cities  and  another 
model  sanitary  code  for  villages,  which  they  have  tried  to  induce 
the  towns  and  villages  generally  throughout  the  country  to  a<lopt. 
Before  the  war  only  comparatively  few  cities  and  towns  had  adopted 
those  model  codes,  but  there  is  quite  a  general  movement  on  through- 
out France  to-day  to  adopt  them. 
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Mr.  Mann.  And  thus  make  all  the  laws  throughout  the  country 
more  or  less  uniform  ? 

Mr.  Ford.  Yes.  Then,  another  great  step  forward — and  France 
is  the  first  country  in  the  world  to  do  it — on  the  14th  of  March,  1919, 
the  French  Parliament  adopted  a  compulsory  city  planning  law,  by 
which  every  city  and  town  of  over  10,000  inhabitants  throughout 
France  must  make  a  plan  for  its  improvement  and  its  extension,  with 
a  view  of  improving  sanitation,  circulation,  housing,  and  recreation, 
and  all  that  we  know  as  city  planning. 

Mr.  ViLLiER.  That  only  applies  to  undeveloped  areas? 

Mr.  Ford.  No;  it  applies  to  replanting  the  developed  areas  as  well 
as  to  the  extension  of  towns  into  new  areas.  It  applies  to  both  very 
definitely.  Then  they  went  still  further  and  said  that  every  de- 
va.stated  city,  town,  or  village,  no  matter  how  small — and  there  are 
2,G()0  of  them  in  the  devastated  regions — must  make  a  plan  for  its 
improvement  and  have  the  plan  adopted  by  the  city  council  and  by 
the  State  authorities  before  any  permit  for  any  permanent  recon- 
struction would  be  given ;  and  when  such  permits  were  given  eventu- 
ally, after  the  plan  had  been  adopted,  the  new  buildings  must  con- 
form to  the  new  plans. 

Mr.  MiiXER.  Defining  where  industrial,  transportation,  and  resi- 
dential centei's  must  l>e? 

Mr.  Ford.  They  have  not  gone  so  much  into  the  zoning  features  as 
they  have  into  the  planning  of  streets  and  open  places,  because  their 
problem  of  zoning  is  different  from  ours.  That  law  has  resulted  in 
the  fact  that  all  over  France  to-day  there  are  something  like  3,000 
<*ities  and  towns  working  on  city  plans  all  at  once,  and  at  the  time 
that  I  left,  the  1st  of  June  last,  tnere  were  already  over  800  plans 
that  had  l)een  approved  by  local  municipalities  and  had  been  sub- 
mitted to  State  authorities  for  their  approval,  and  already  about 
100  plans  had  been  approved  by  the  State  authorities.  That  work  is 
going  on  very  rapidly.  Within  three  months  after  the  French  Gov- 
ernment had  adopted  this  law  England. adopted  a  somewhat  similar 
law,  in  July,  1919,  providing  that  by  1922  every  city  and  town  of 
10,000  inhabitants  in  England  must  make  and  adopt  such  a  compre- 
heasive  town  plan. 

Mr.  MuxER.  May  I  ask  if  that  is  not  the  great  lesson  from  French 
«»xi)erience  for  us  to  apply  here? 

Mr.  Ford.  They  have  done  it  by  virtue  of  necessity.  They  say, 
I>erfectly  frankly,'  that  the  war  has  brought  them  to  realize  that  thev 
niu.<5t  protect  the*  citizens  of  the  community,  and  give  them  every  ad- 
vantage of  a  healthy,  sane,  and  economic  development. 

Mr.  M1L1.ER.  Do  you  consider  anything  else  of  more  importance, 
from  your  experience  in  France,  than  that? 

Mr.* Ford.  No:  in  the  whole  range  of  the  subject  I  do  not.  Then 
I  hey  have  other  laws  for  instance,  they  have  a  law  in  France  which 
haji  been  in  existence  since  1841,  but  which  has  been  modified  at 
vftrious  times — their  law  of  expropriation  of  property  for  public  use, 
whereby  the  municipality  or  the  State  can  expropriate  a  property 
for  public  use,  slightly  in  excess  of  that  actually  needed  for  the  im- 
provement; and  by  an  amendment  which  was  voted  on  November  6, 
1918,  just  before  the  armistice,  they  can  expropriate  considerable 
property  in  excess  of  that  actually  needed  for  the  improvement,  and 
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resell  the  extra  property  at  the  improved  value  caused  by  the  im- 
provement. In  other  words,  they  have  what  we  call  "excess  con- 
demnation "  here  in  America. 

Then  they  voted  in  December,  1918^  a  law  which  provides  for  the 
reparceling  of  badly  shaped  properties.  Of  course,  in  France  the 
properties  are  much  more  cut  up  than  they  are  here  under  the  French 
inheritance  law,  which  provides  that  every  direct  heir  shall  receive 
part  of  the  land  holdings.  I  have  seen  a  parcel  of  property  no  bigger 
than  a  pocket  handkerchief,  and  I  have  in  mind  one  case  where  one 
proprietor  had  256  different  parcels  of  property  within  a  radius  of 
5  miles  of  where  he  lived  that  had  come  down  through  different  in- 
heritance lines ;  so  vou  can  see  the  necessity  of  a  reparceling  law ;  and 
this  law  provides  that  the  Government  can  step  in  and  reparcel  prop- 
erty, repiat  the  street,  and  give  a  man  back  in  return  a  unit  parcel, 
which  will  approximate  in  value  and  in  position  the  aggregate  of 
what  he  had  held  before  in  separate  parcels. 

Mr.  Mann.  That  only  applies  to  rural  communities? 

Mr.  Ford.  It  applies  to  rural  commimities  principally,  but  they 
have  been  extending  it  recently  to  the  suburbs  of  the  cities. 

Mr.  Mann.  That  law  has  oeen  in  existence  in  Germany  a  good 
many  years? 

Mr.  Ford.  Yes. 

Mr.  Mann.  They  call  that  a  field-clearing  operation  ? 

Mr.  Ford.  Yes. 

Mr.  Mann.  A  reparceling  of  the  situation? 

Mr.  Ford.  Yes.  Then  their  laws  for  the  creating  of  a  city  map, 
which  have  been  in  existence  and  in  practice  for  a  long  time,  have 
allowed  a  municipality  to  place  a  street  or  an  open  space  that  is 
needed  for  public  use  on  the  city  map  and  keep  it  there  without  com- 
pensating the  individual  property  owners  until  such  time  as  the  city 
was  ready  to  develop  it;  and  if  the  owner  built  upon  that  land  so 
set  apart  before  the  time  the  city  was  ready  to  take  the  land  by 
expropriation,  he  would  receive  no  compensation  for  his  building 
when  the  city  finally  did  take  his  property.  In  other  words,  he  put 
up  any  structure  on  this  land  at  his  own  risk. 

Furthermore,  they  have  had  in  France  for  a  number  of  years  a  prin- 
ciple of  widening  streets  similarto  what  we  have  here  in  America  only 
in  the  city  of  Philadelphia  for  the  widening  of  Chestnut  and  Walnut 
Streets.  They  have  been  applying  it  all  over  France.  The  city 
fixes  a  new  building  line  a  certain  number  of  feet  back  from  the 
existing  building  line  and  provides  that  whenever  a  person  rebuilds 
that  he  shall  set  back  to  the  new  building  line. 

You  know  that  over  a  term  of  40  years  Chestnut  and  Walnut 
Streets  in  Philadelphia  have  been  widened  for  very  nearly  their 
entire  length  at  least  5  feet  on  each  side  under  that  project.  In 
France  they  award  damages  and  assess  benefit  at  the  same  time,  and 
they  have  found  that  in  the  long  run  the  benefits  equal  the  dama^*ti« 
or  nearjy  so,  so  that  the  actual  cost  to  the  municipality  of  widening 
its  streets  by  this  process  has  been  almost  nothing.  At  the  present 
time  over  one-third  of  the  streets  in  Paris — I  should  sav,  jx^rhaps, 
nearer  one-half  of  the  streets  in  old  Paris — are  being  widened  grad- 
ually by  this  process. 

Then,  to  come  down  to  the  matter  of  construction,  before  the  war 
and  during  the  war  there  was  very  little  concerted  effort  to  improve 
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construction,  so  that  it  was  not  until  directly  after  the  armistice  that 
the  architects,  engineers,  contractors,  and  building  supply  people  got 
together  and  organized  a  building  congress,  which  took  place  the 
'JGth,  27th,  and  28th  of  November,  1918,  directly  after  the  armistice. 
At  this  congress  there  were  delegates  representing  virtually  all  of 
the  building  and  contracting  and  architectural  groups  in  France,  and 
tliey  organized  a  building  council,  which  was  composed  of  the  presi- 
dents of  the  leading  national  societies  of  contractors — public-works 
contractors — building  material  supply  people,  architects,  and  engi- 
neers, and  I  was  a  member  of  that  council  from  the  beginninji:;  in 
fuct,  I  was  the  only  foreigner  who  was  a  member  of  that  council. 

In  the  meetings  of  this  council,  of  which  there  were  about  18 
members,  they  have  tried  to  standardize  building  construction  and 
to  encourage  experiments  for  decreasing  building  costs,  and  they 
l»ave  tried  to  standardize  the  specifications,  contract  forms,  and  the 
statutes  of  cooperative  building  societies,  etc.  They  have  had  very 
<  on.siderable  influence,  I  should  say,  upon  the  J'rench  Government 
in  improving  the  handling  of  reconstruction  in  the  devastated 
retfions. 

Mr.  Veiixer.  How  far  have  they  gotten  with  this  standardization- 
clarification  forms,  in  private  practice? 

Mr.  Ford.  For  instance,  here  is  a  standard  form  for  the  general 
'la  uses  of  specifications,  which  have  been  virtually  accepted  by  every- 

Mr.  Veiixer.  Have  the  architectural  societies  and  similar  bodies 
u'-ccpted  them  ? 

Mr.  Ford.  Yes. 

Mr.  Veiller.  And  are  they  using  them  ? 

Mr.  Ford.  Yes;  because  all  of  the  national  societies  are  represented 
'»v  tlieir  presidents  in  this  building  council.  Then,  here  is  a  new  form 
of  (contract,  whicli  they  are  all  agreeing  to — a  contract  cm  a  cost-plus 
l-asis.  As  you  know,  almost  all  contracts  in  France,  before  the  war, 
H<»re  on  a  straight-contract-forfeit  basis;  and  the  French  c(mtractors 
•ave  l)een  and  are  very  much  opposed  to  a  cost-plus  contract,  saying 
th.ii  it  is  not  a  contractor's  job;  that  anybody  can  perform  a  cost-phis 
'wniract,  but  a  contractor  with  all  his  experience  and  training  should 
•pi)ly  it  to  a  straight  contract — a  lump-sum  contract. 

Air.  Miller.  Have  you  any  other  comments  to  make  on  that  French 
« ''Htract  f 

.Mr.  Ford.  Furthermore,  in  the  devastated  regions,  where  most  of 
rtif  contracting  work  will  have  to  be  d(me,  the  French  (lovernment 
i'itlemnity  bill  provides  that  the  (lOvernment  shall  pay  in  full  at  the 
}  r»'M»nt  cost  of  rebuilding  all  war  damage  sutTered  by  individuals  or 
-niups  in  the  devastated  regions,  and  the  present  cost  of  reconstruc- 

♦  '•.ri  is  five  ami  one-half  to  six  times  what  it  was  before  the  war, 
•i.i.li  means  that  the  French  (lOvernment  is  undertaking  to  pay  in 
i*«.!l  Ui  individuals  and  societies  five  or  six  times  what  it  would  have 

''-t  to  build  those  buildings  before  the  war.  Where  the  (Jovernmeiit 
«*i'ftmissions  make  an  award  and  say  that  this  man  is  entitled  to  so 
•iHjili  money,  after  examining  his  property,  the  French  tiovernment 
-vit**'*  a  lunip  siun  that  they  are  wdling  to  pay  the  individual,  bascil 

•  fi  piv«'nt  costs.    However,  costs  are  going  up  all  the  time,  and  the 
>'.atnictor8  say  that  the  cost  of  building  will  soon  be  six  and  a  half 

*  r  M*ven  or  even  seven  and  a  half  times  what  it  was  before  the  war. 
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Say  that  the  Government  is  making  its  award  to-day  on  the  basis  of 
six  times  what  it  was  before  the  war,  and  the  contractor  takes  a  con- 
tract on  a  cost-phis  basis,  the  indivdual  is  likely  to  have  to  pay  any- 
where from  10  to  50  per  cent  more  for  his  building  than  he  is  awarded 
by  the  Government — which  he  usually  can  not  anord  to  do. 

Mr,  Miller.  How  much  building  has  been  done  in  the  devastated 
regions?     Ten  per  cent? 

Mr.  Ford.  No.  There  has  been  very  little  permanent  reconstruc- 
tion; hardly  any ;  not  more  than  1  or  2  per  cent,  really. 

Mr.  Veiller^  That  is,  of  buildings? 

Mr.  Ford.  Yes;  but  on  repairing  buildings — those  that  are  not 
more  than  50  or  60  per  cent  damaged — there  are  some  one  hundred 
and  fifty  or  two  hundred  thousand  that  have  been  repaired  already. 
All  available  labor,  materials,  and  transportation  have  been  concen- 
trated on  the  repair  work  first. 

Mr.  Murphy.  Has  there  been  any  estimate  made  as  to  what  part 
the  depreciation  of  currency  plays  in  increasing  costs  of  buildmg^ 

Mr.  FouD.  I  have  seen  no  real  economic  studv  of  the  question.  I 
have  heard  a  lot  of  loose  talk  about  it,  but  I  Know  of  no  one  who 
has  made  an  economic  study  of  the  question. 

Mr.  McDouGALL.  May  I  ask,  what  did  you  mean,  particularly  by 
cooperative  societies,  in  connection  with  the  building  activities  in 
France? 

Mr.  Ford.  I  meant  two  things  by  "  cooperative  societies.**  Before 
the  war  there  were  a  number  of  cooperative  housing  societies,  where 
individual  property  owners  would  get  together  and  build  as  a  co- 
operative organization.  There  were  several,  like  the  "  Draveil/*  near 
Paris,  where  a  number  of  workingmen  pot  together  and  subscril^ed 
their  own  capital  and  built  the  community,  with  the  help  of  a  (toy- 
ernment  loan,  very  much  in  the  same  way  they  have  been  doing  m 
P2ngland ;  but  in  the  devastated  regions  the  French  Government  has 
encouraged,  and  there  have  been  formed  under  this  encouragement, 
something  like  1,000  reconstruction  cooperative  societies:  in  fact, 
every  village  or  every  group  of  two  or  three  villages,  and  in  the  large 
cities  each  quarter  o^  the  town,  is  forming  itself  into  a  reconstruction 
cooperative  society,  to  which  the  Government  gives  special  indmv- 
ments  in  the  way  of  special  advances,  or  especially  low  interest 
charges.  The  (xovernment  has  encouraged  these  societies,  because  it 
prefers  to  treat  with  a  group  rather  than  wnth  so  many  isolated 
individuals. 

The  model  statutes  for  these  cooperative  societies  to  have  them 
recognized  by  the  Government  provide  that  there  shall  be  employed 
one  contractor  and  one  architect  for  the  whole  communitv.  and 
that  every  possible  method  of  standardization,  not  only  of  doors, 
windows,  plumbing,  lighting  fixtures,  hardware,  and  things  of  that 
sort,  but  standardization  even  of  the  size  of  the  rooms  and  the 
beams  and  joists  and  uprights  of  various  sorts;  that  everything  that 

foes  into  the  construction  shall  be  standardized,  as  far  as  possible, 
t  further  provides  special  inducements  in  transportation  whereby 
the  cooperative  association  can  buy  and  ship  in  quantity,  instead  of 
buying  for  each  individual,  and  can  make  their  contracts  in  quan- 
tity,  and  so  on. 

Mr.  Miller.  Have  you  in  mind  how  much  building  cost  has  in- 
creased in  England  ? 
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Mr.  Ford.  Mr.  Veiller  can  tell  you  that  much  better  than  I  can. 

Mr.  Veiller.  The  cost  has  increased  two  and  a  half  to  three  times 
as  compared  with  before  the  war. 

Mr.  M11J.ER.  Have  you  in  mind  what  it  has  increased  in  this 
country  ? 

Mr.  McDouoALi..  You  mean  a  building  constructed  to-day  ? 

Mr.  Miller.  Yes. 

Mr.  McDouGALL.  You  can  not  tell  what  it  will  co.st.  Buildings 
erect<»d  in  1919  and  1920  of  the  multi-family  type,  such  as  we  have 
in  New  York  City,  would  cost  about  125  per  cent  above  the  structures 
prevailing  in  1916  and  1917. 

Mr.  Veiller.  Is  that  in  the  Borough  of  Queens  or  all  over  New 
York? 

Mr.  McDouGALi..  That  is  generally  throughout  the  city. 

Mr.  Miller.  In  the  United  States  it  is  up  150  per  cent,  in  Great 
Britain  250  per  cent,  and  in  France  6(K)  per  cent,  to  summarize  it 
and  to  bring  the  three  into  comparison? 

Mr.  Ford.  Yes ;  and  the  last  figures  I  had  from  Germany  showed 
I.(KK)  per  cent  increase. 

Mr.  Maxn.  (lermany,  I  understand,  is  up  about  600  per  cent? 

Mr.  Ford.  The  figures  that  I  got  vesterday  from  Germany  showed 
1,000  per  cent. 

Mr.  Manx.  Then  it  has  changed  since  last  April. 

Mr.  Ford.  Yes;  perhaps  so. 

Mr.  Miller.  Is  there  anything  in  that  contract  that  is  significant, 
other  than  the  matters  you  have  mentioned — the  cost-plus? 

Mr.  Ford.  Except  that  they  find  they  can  not  use  that  cost-plus 
contract  in  the  devastated  regions,  because  the  individual  property 
owner  has  got  to  know  where  he  is  going  to  get  off. 

Mr.  Miller.  And  speaking  of  the  specification,  is  there  anything 
^i^ificant  in  that  which  would  help  here? 

Mr.  Veili^er.  Has  the  adoption  of  that  standard  specification  re- 
fluced  the  cost  of  production? 

Mr.  Ford.  Well,  they  have  just  adopted  it.  It  is  intended,  of 
course,  that  it  should. 

Mr.  Veiller.  Do  you  think  it  will? 

Mr.  Ford.  Yes. 

Mr.  Manx.  Does  not  the  cost-plus  basis  result  in  diminishing  pro- 
ductivity on  the  part  of  labor? 

Mr.  Ford.  I  can  not  say  that  it  does  in  F" ranee,  because  there  are 
so  few  cost-plus  contracts  there  that  you  do  not  have  very  much  as 
a  Imsis  for  comparison. 

Mr.  Manx.  Has  it  not  been  a  fact  in  England  that  the  subsidies 
that  were  given  resulted  in  diminislied  productivity,  since  labor  ab- 
sorbed it  at  once  to  a  large  extent — absorbed  the  subsidy  by  producing 
lewt 

Mr.  Ford.  I  would  not  care  to  venture  an  opinion  on  that.  I  would 
\te  verv  much  interested  to  hear  what  Mr.  Veiller  has  to  say  about 
the  building  guilds  in  England. 

3Ir.  Makx.  Has  there  been  any  national  movement  toward  stand- 
ardization? 

Mr.  Ford.  Yes. 

Mr.  Mann.  For  instance,  as  roughing  out  for  plumbing? 


698  RECONSTRUCTION  AND  PRODUCTION. 

Mr.  Ford.  There  has  been  exactly  that  in  France.  It  started  verv 
shortly  after  the  armistice,  through  two  agencies — ^through  the  Build- 
ing Council  that  I  have  been  telling  you  about  on  the  one  hand,  and» 
on  the  other  hand,  through  various  committees  organized  by  the 
Ministry  of  Commerce,  which  has  tried  to  standardize  not  only  build- 
ing construction  but  all  materials  and  tools  and  machines  and  proc- 
esses that  go  into  manufacturing  or  commerce.  They  have  been 
trying  to  establish  standardization  all  along  the  line,  with  some 
very  interesting  results.  Then  there  are  certain  individual  archi- 
tects, and  engineers  who  are  architects  for  a  number  of  reconstnic- 
tion  cooperative  societies  in  the  devastated  regions,  who  have  h»een 
standardizing  verj'thing  that  went  into  their  buildings  throughout 
all  of  their  towns.  There  is  one  case  in  particular  where  one  man 
is  the  architect  for  40  towns  and  villages  in  the  Meuse,  in  the  Ar- 
gonne  district,  where  the  American  Army  was.  He  has  standardized 
very  effectively  everything  that  goes  into  his  buildings. 

Mr.  Miller.  Is  there  any  restriction  on  the  building  of  nonessen- 
tial construction  in  favor  of  housing  operations? 
Mr.  Ford.  Of  course,  there  was  during  the  war. 
Mr.  Miller.  Is  there  now  ? 

Mr.  Ford.  Shortly  after  the  armistice  that  restriction  was  taken 
off.  To-day  there  is  no  restriction  whatever;  but  in  the  bill  of  M. 
Loucheur  that  1  was  telling  you  about,  he  does  ask — although  it 
does  not  say  so  definitely  in  the  bill — that  the  Government  shall  con- 
trol building  and  control  priority  of  need  in  building. 

Mr.  Miller.  Are  they  buildincr  in  France  many  garages  and  other 
nonessential  buildings,  to  the  exclusion  of  housing? 

Mr.  Ford.  The  garage  trouble  is  not  quite  so  serious  there,  be- 
cause there  are  almost  more  automobiles  in  New  York  City  than 
there  are  in  France.  There  are  something  like  300,000  or  400,000 
automobiles  in  the  whole  of  France  to-day. 

Mr.  Mann.  There  are  more  automobiles  in  New  York  State  than 
there  are  on  the  Continent  of  Europe. 

Mr.  Ford.  I  understand  that  before  the  war  there  were  75,000 
pleasure  automobiles  and  30,000  trucks  in  France. 
Mr.  Miller.  And  now  there  are  what? 

Mr.  Ford.  And  now  there  are  less  than  40,000,  as  I  understand: 
so  the  automobile  question  is  not  so  serious  there  as  it  is  here.  A 
Ford  car  there  was  selling,  for  instance,  at  22,000  francs.  That 
was  what  a  friend  of  mine  paid  for  one  to  a  dealer,  and  included  a 
premium  for  immediate  delivery. 
Mr.  Veiller.  How  long  ago  was  that  ? 
Mr.  Ford.  Four  months  ago. 

Mr.  Miller.  Have  the  transportation  interests  given  priorities  in 
favor  of  construction  materials  at  all  in  France? 

Mr.  Ford.  In  the  devastated  regions,  yes ;  because  the  Government 
has  controlled  the  shipment  of  materials  into  the  devastated  regions 
in  favor  of  reconstruction,  but  not  elsewhere,  since  the  armistice: 
but  that,  again,  is  a  thing  M.  Loucheur,  in  his  new  housing  bill,  wants 
to  have  the  Government  control.  This  new  bill  of  M.  Loucheur's 
also  asks  that  not  only  shall  the  Government  control  priority  of 
construction  and  priority  of  transportation  but  that  it  shall  control 
priority  in  the  distribution  of  materials,  and  shall  also  organize  the 
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manufacture  of  buildinc  materials  near  the  places  where  they  are 
to  be  used ;  and  that  it  shall  also  control  the  distribution  of  labor  in 
favor  of  housing.  In  other  words,  they  want  to  go  back  to  practi- 
cally a  war  basis,  claiming  that  the  housing  emergency  is  almost  as 
i^rious  in  its  way  as  the  war  emergency. 

Mr.  Veiixeb.  May  I  ask  what  has  happened  to  that  bill?  It  was 
introduced  in  July.  Have  you  any  information  whether  it  has  been 
stalled,  or  whether  it  has  any  chance  of  passage,  or  what  the  attitude 
of  the  deputies  toward  it  may  be? 

Mr.  Ford.  The  only  thing  that  I  have  heard  is  that  it  was  favor- 
ably received ;  that  there  was  a  good  chance  of  its  ^oing  through. 

Mr.  Veiller.  Is  not  this  a  rather  long  time  for  it  to  be  pending? 

Mr.  Ford.  No. 

Mr.  Veiller.  It  is  normal,  is  it? 

Mr.  Ford.  Yes,  as  things  go. 

Mr.  Miller.  Will  you  proceed  now,  Mr.  Ford  ? 

ilr.  Ford.  Just  one  more  thing  on  construction.  You  know  that 
the  French  have  had  for  a  great  many  years  what  they  call  tlieir 
building  "  price  series/'  on  which  they  have  large  books  containing 
tletailea  unit  prices  of  everything  that  goes  into  construction;  and  all 
^•ontracts  are  based  on  these  price  series,  which  are  varied  from  year 
to  year,  with  the  changes  in  unit  prices.  In  making  estimates  on 
various  work  at  the  present  day,  the  (ity  or  the  (lovernment  in 
i-alling  for  figures  from  bidders  asks  tliem  to  tell  what  coefficient 
al>ove  or  below  the  price  series  they  are  going  to  demand  for  a  given 
jub:  and  the  contractors,  for  inst^mce,  on  a  certain  job  in  Rheims, 
where  I  remember  that  there  were  2(j  bidders  who  bid  anywhere 
from  27  per  cent  l)elow  the  price  series  up  to  50  per  cent  above  the 
price  series. 

Mr.  Miller.  Who  fixes  the  prices? 

Mr.  Ford.  They  are  fixed  by  the  contractors'  and  ardiitects'  socie- 
ties, working  in  conjunction. 

Mr.  Miller.  They  have  no  .such  law  as  the  Sherman  antitrust  law, 
then? 

Mr.  Ford.  For  the  devastated  regions  there  is  one  of  these  price 
>eries  for  each  of  the  10  departments  of  the  devastated  regi<ms,  and 
here  the  unit  prices  are  fixed  by  the  (iovernment,  the  ministry  of 
lilierated  regions,  workjng  in  conjunction  with  the  contractors  and 
architects. 

Then,  one  more  thing  that  I  have  to  speak  about  on  the  matter  of 
the  town-planning  law  by  which  every  city,  town,  and  village  in  the 
devastated  regions  must  make  its  plan.  On  June  ±2^  19'J0,  the  F'rench 
(iovernment  adopted  a  schedule  of  (iovi»rnment  aid  for  the  carrying 
<Mit  of  these  nlans,  once  thev  were  ad<^j)ted  by  the  Ciovernment, 
whereby  the  (iovernment  itself  would  aid  in  carrying  them  out  to 
the  extent  of  anywhere  from  25  to  HO  per  cent  of  the  total  cost  of 
rc^alizini;  the  phins,  clepending  on  the  size  of  the  conununity  and 
how  well  able  to  support  itself,  the  amount  of  destnicticm,  and  so  on. 

I  think  I  have  nothing  more  on  France,  except  details. 

Mr.  Miller.  You  were  going  to  speak  of  the  eifucational  campaign 
with  the  architect  and  the  engineer?  Do  you  not  regard  that  as  a 
iQjitter  of  importance  over  there  { 
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Mr.  Ford.  Yes. 

Mr.  Miller.  What  is  the  plan  ? 

Mr.  Ford.  The  French  Government  and  various  French  societies— 
particularly  La  Renaissance  des  Cites — are  carrying  on  an  educational 
campaign  Ihroughout  the  country,  particularly  among  the  archi- 
tects, engineers,  contractors,  and  others  who  are  working  in  the 
devastated  regions,  to  improve  standards,  not  only  in  construction 
and  the  use  of  materials  in  buildings,  but  also  improvement  in  health 
and  sanitation,  improvement  in  the  appearance  of  buildings,  in  their 
comfort,  also  in  matters  of  recreation  and  of  social  welfare — in  fact, 
everything  that  goes  into  making  the  home  a  place  where  people  can 
work  and  live  more  conveniently,  cheerfully,  agreeably,  and  health- 
fully. It  is  a  widespread  movement,  conducted  by  means  of  confer- 
ences, meetings,  and  talks,  and  by  any  number  of  publications  of  all 
sorts.    It  is  already  showing  a  marked  effect. 

Mr.  Miller.  The  idea  being  to  give  the  architect  and  the  engineer 
a  world-wide  view  of  the  art,  and  then  let  him  use  his  judgment  as 
to  the  application  of  it? 

Mr.  Ford.  Yes;  in  each  individual  case. 

Mr.  Miller.  What  are  the  do's  and  the  dont's  for  our  use  here  in 
this  countrv  from  vour  exi>erience  in  France  ? 

Mr.  Ford.  The  fact  that  the  French  have  come  to  realize  the  nc- 
cessitv  of  making  their  cities  more  sanitarv,  more  convenient,  more 
comfortable,  and  to  that  end  have  adopted  compulsory  city  planning, 
with  attendant  laws  for  sanitation,  expropriation,  the  lajnng  down 
of  the  city  map,  the  reparceling  of  property,  and  so  on,  even  to  the 
extent  of  giving  a  large  (lovernment  suovention  in  the  carrying  out 
of  these  plans.  The  second  most  important  thing  is  the  way  that  all 
the  people  who  are  connected  with  building — architects,  engineers, 
contractors,  and  building-supply  people,  and,  to  a  certain  extent, 
labor — are  getting  together  to  work  out  a  common  program  for  pre- 
venting waste  and  for  getting  better  results  for  the  monej'  exijentled 
and  in  quicker  time. 

Mr.  Ml  RPiiY.  Is  there  any  special  lesson  to  be  drawn  from  the 
utilization  of  the  land  which  was  put  at  the  disposal  of  the  city  of 
Paris  for  the  construction  of  fortifications? 

Mr.  Ford.  A  quarter  of  the  land  that  is  being  relieved  by  the  denio- 
lition  of  the  fortifications,  which  is  going  on -to-day,  is  to  be  used  for 
model  housing. 

Mr.  Mfrphy.  And  to  be  sold  to  individuals? 

Mr.  Ford.  Yes;  either  to  be  sold  or  rented  to  individuals.  Prettv 
nearly  one-half  of  the  land  is  to  be  used  for  recreation. 

Mr.  Miller.  We  have  the  plans  of  all  that  on  file? 

Mr.  Murphy.  Yes. 

Mr.  Ford.  Then  the  city  of  Paris  is,  at  the  present  time,  doin^  a 
great  deal  of  municipal  housing  of  its  own.  They  are  spending 
several  hundred  million  francs. 

Mr.  Murphy.. Directly  by  the  city? 

Mr.  Ford.  Yes ;  partly  in  tenement  housing  in  the  city,  but  mastly 
in  the  suburbs — one  and  two  familv  houses,  or  houses  in  rows. 

Mr.  Miller.  Are  there  any  other  "  does  "  ? 

Mr.  Ford.  The  cooperative  societies,  whether  they  be  housing  coop- 
erative groups  or  reconstruction  cooperative  groups,  are  extremely 
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interesting,  as  showing  the  saving  that  can  be  made  by  combining 
effort — by  having  one  architect  and  one  contractor  for  a  large  group 
of  buildings,  and  by  combining  the  purchasing  of  materials  and  their 
transportation.  Then,  too,  I  think  it  is  interesting  to  note  that  the 
French  Government,  finding  that  it  was  unable  to  get  adequate 
housing  has  for  a  number  of  years  back  granted  subventions  at  a  low 
rate  of  interest  to  people  who  were  prepared  to  erect  houses  for 
workingmen;  in  other  words,  the  Government  has  assumed,  at  its 
own  expense,  the  difference  between  the  economic  rent  and  tlie  rent 
which  the  tenant  is  prepared  to  pay. 

A  Voice.  Is  it  not  a  fact  that  there  are  more  homes  individually 
owned  in  France  than  in  America? 

Mr.  Ford.  t)h,  yes;  in  France,  as  I  remember  it,  it  figures  some- 
thing like  56  per  cent  of  the  families  who  own  their  homes. 

Mr.  AliLLER.  I  wish  you  would  verify  that;  I  have  been  told  that 
it  was  nearer  80  per  cent. 

Mr.  Ford.  1  do  not  think  it  is  as  much  as  that.  As  I  remember 
the  figures,  it  is  56  per  cent,  but  I  will  verify  it. 

Mr.  Murphy.  Are  there  any  figures  on  the  home  ownership  in 
cities?    What,  for  instance,  are  the  figures  in  a  city  like  Paris? 

Mr.  Ford.  In  a  city  like  Paris  there  is  very  little  home  owner- 
ship.    In  fact,  they  were  a  tenement  city  long  before  New  York  was. 

Mr.  Murphy.  I  think  the  percentage  of  home  owners  in  Paris  is 
no  greater  than  it  is  in  New  \  ork. 

Mr.  Ford.  I  doubt  if  they  have  as  many  in  Paris  as  they  have  in 
New  York.  In  our  investigations  for  the  New  York  Commission 
<m  Uuilding  Districts  and  Restrictions  w^e  found  that  the  average 
height  of  buildings  in  Paris  was  four  stories,  and  the  average  height 
in  New  York  was  two  and  a  half  stories. 

Mr.  Veiller.  That  is  because  you  took  in  all  of  that  Queens  and 
Brooklvn  territory. 

Air,  t'oRD.  Yes;  while  within  the  citv  of  Paris  there  is  a  relatively 
^mall  area  in  which  there  are  private  nouses.  They  averaged  six  to 
^even  stories,  pretty  generally,  with  no  elevators. 

Mr.  Miller.  If  that  figure  is  56  per  cent,  then  it  would  compare 
with  something  like  40  in  this  country  at  the  present  time. 

Mr.  Ford.  Is  it  as  much  as  40  here  i 

Mr.  Miller.  I  think  so. 

Mr.  Ford.  I  doubt  it.  Are  you  sure?  I  thought  it  was  quite  a 
httle  less  than  40  here. 

Mr.  Miller.  It  would  be  very  interesting  if  we  could  get  that. 

Mr.  Ford.  I  thought  it  was  something  like  16  here. 

Mr.  Mi'RPHY.  They  passed  the  50  per  cent  point  some  time  ago; 
1  r«-meml)er  that — 50  per  cent  of  tenancy. 

Mr.  Miller.  It  was  4H  per  cent  of  home  ownership  in  1890,  45 
\H»T  rent  in  19(K),  and  perhaps  43  per  cent  now. 

Mr.  Mtrphy.  That  is,  for  the  whole  United  States? 

'Mr.  Miller.  Yes. 

Mr.  Ford.  The  figures  in  France  are  brought  down  by  cities  like 
Lvon,  Marseille,  Bordeaux,  and  Paris.  There  are  worse  slums  in 
.^farReille  than  there  are  in  Paris. 

Mr.  Miller.  Have  you  any  other  things  that  you  consider  saliently 
pKKl  from  your  French  survey  ? 
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Mr.  Ford.  Smaller  things  that  I  have  mentioned  from  time  to  time. 

Mr.  Miller.  Is  there  anything  else  that  is  saliently  bad  that  we 
should  avoid? 

Mr.  Ford.  I  am  afraid  that  their  municipal  housing  as  such  in 
France  has  not  been  a  great  success.  They  are  constantly  doing  more 
of  it  all  the  time,  but  only  as  a  necessity,  and  not  because  they  are 
convinced  that  it  is  the  best  solution  of  the  problem.  Various  cities, 
particularly  Paris,  have  done  quite  a  little  municipal  housing,  mostly 
of  the  multiple  house  or  tenement  house  class,  but  it  has  proved  costly, 
as  it  has  in  most  other  countries.  Except  in  cases  where  they  felt 
that  they  could  get  the  housing  in  no  other  way,  the  tendency  of  the 
French  Government  in  its  loans  and  of  all  the  French  societies  has 
been  to  encourage  private  effort. 

Mr.  Miller.  You  believe  that  is  the  solution  everywhere  in  the 
world  finall}'^  ? 

Mr.  Ford.  I  think  so  very  decidedly. 

Mr.  M1L1.ER.  You  are  familiar  somewhat,  I  suppose,  with  Senator 
Calder's  effort  to  take  the  great  agencies  that  exist  in  this  country, 
that  is  to  say,  building  and  loan  associations,  and  mobilize  them  for 
greater  usefulness  in  the  home  loan  bill  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  You  are  familiar  with  that? 

Mr.  Ford.  Not  in  detail. 

Mr.  Miller.  Have  you  any  ideas  as  to  how  that  bill  might  be  re- 
drawn to  make  it  more  efficient  ? 

Mr.  Ford.  I  am  not  familiar  enough  with  it  to  offer  any  opinion 
on  it  at  the  present  time. 

Mr.  Miller.  Have  you  any  idea  other  than  that  as  to  how  the 
Government  could  aid  ? 

Mr.  Ford.  Except  this:  The  building  and  loan  societies  here  in 
America  loan  money  on  the  basis  of  1  per  cent  per  month,  includin«r 
both  interest  and  amortization;  and  ordinarily  they  amortize  on 
that  basis  in  somewhere  between  11  and  12  years.  The  whole 
tendency  in  France  and  other  countries  has  been  to  amortize  over 
25  years;  and  now  the  new  tendency  is  to  amortize  over  40  years, 
believing  that  11  or  12  years  is  too  short  a  time  to  ask  a  man  to 
amortize  the  cost  of  his  house ;  and  if  the  1  per  cent  per  month  could 
be  reduced,  at  the  same  time  increasing  the  period  of  amortization, 
it  certainly  would  be  well  worth  considering. 

Mr.  Veiller.  Do  you  not  wish  to  add  that  something  about  the 
substantial  type  of  construction  that  should  go  with  that  long  term 
of  amortization?  I  mean,  would  it  not  be  something  different  in 
building  w^ooden  houses  that  deteriorate,  as  compared  with  building 
stone  and  brick  houses  that  last?  In  other  words,  do  you  think  the 
Europeans  would  be  advocating  and  adopting  a  long .  period  of 
amortization  if  they  had  houses  with  a  great  deal  shorter  life? 

Mr.  Ford.  Xo;  they  would  not  have  been  likely  to;  but  for  the 
same  amount  per  month  that  a  man  pays  now  in  a  Tbuildine:  and  loan 
society,  if  the  period  of  amortization  were  increased — doubled,  say — 
he  could  afford  to  pay  the  extra  cost  of  more  permanent  construc- 
tion and  a  better  type  of  house. 
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• 

Mr.  Miller.  Would  you  be  kind  enough  to  give  the  committee  a 
statement  of  the  data  which  you  have  in  your  files  on  this  subject, 
so  that  the  committee  may  have  it  available? 

Mr.  Ford.  This  is  only  a  small  part  of  it.  I  continue  to  receive 
new  data  every  week  from  France. 

Mr.  Miller.  These  reports,  and  your  typical  contract,  and  the 
typical  specification,  and  various  other  things  that  you  have  shown 
us  here,  if  the  committee  might  have  a  list  of  that  material  it  would 
be  helpful  to  them. 

Mr.  Ford.  Yes. 

(Whereupon,  at  1.20  o'clock  p.  m.,  the  committee  adjourned  until 
Thursday,  October  7,  1920,  to  meet  again  in  the  same  place  at  half 
past  10  o'clock  a.  m.) 
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THTJBSDAY,  OCTOBEB  7,  1920. 

United  States  Senate, 
Special  Co3imittee  on  Reconstructtion  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  Engineering  Societies  Building,  at  10.30  o'clock  a.  m.,  Senator 
William  M.  Calder  presiding. 

Present:  Senator  Calder  (chairman)  and  Mr.  Franklin  T.  Miller, 
assistant  to  the  committee. 

STATEMEHT  OF  MB.  E.  C.  HAS8HALL,  JE.,  OENEEAL  HANAO£E 
THE  ASSOCIATED  GENERAL  CONTEACTOES  OF  AHEEICA,  1038 
KTJNSEY  BUILDINO,  WASHINGTON,  D.  C. 

The  Chairman.  Gen.  Marshall,  during  the  war  you  served  in  the 
•Quartermaster  Department,  in  charge  of  construction,  did  you  not  ? 

Mr.  Marshall.  I  was  in  charge  of  construction,  hut  not  in  the 
<^uartermaster  Department. 

The  Chairman.  Will  you  please  explain  just  what  position  you 
<!id  occupy? 

Mr.  Marshall.  Yes.  At  the  beginning  of  the  war  the  construction 
u<*rk  was  under  the  Quartermaster  Department,  but,  as  the  war  ])ro- 
«-<*e€led.  construction  was  made  a  separate  bureau  of  the  War  De- 
partment, and  I  was  placed  in  charge  of  it.  That  inchided  all  con- 
struction work  for  the  War  Department  in  this  country  and  some 
little  in  France,  and  it  aggregated  during  the  period  of  the  war,  the 
.1  mount  of  construction  work  that  was  authorized,  about  one  and 
a  #}uarter  l)ilHons  of  dollars,  all  of  which  was  not,  however,  com- 
f>l**te<l. 

Tlie  CHAIR3IAN.  That  is,  building  construction? 

Mr.  Marshall.  Construction  of  every  character. 

The  Chairman.  I  see. 

Mr  Marshaix.  The  camp  and  cantonment  construction  was  about 
•jr>  per  cent  of  the  total,  and  that  is  commonly  looked  upcm  as  cover- 
.  uis  all  the  construction  work  of  the  War  Department,  which  is  very 
rniii'li  in  error.  Ordnance  Department  work  alone,  in  point  of  ('ost, 
^  it**  pn»aler  than  the  camp  and  cantonment  construction.  The  work 
ri'luded  industrial  plants  and  factories  of  every  description  for  the 
!ii;innfacture  of  munitions  of  war,  and  similarly  for  the  Quarter- 
niasterV  Department,  factories  for  their  munitions,  etc.,  so  that  the 
<  «»rtj^niction  work  of  the  War  Department  ran  into  practically  every 
p^nRpof  it,  an<l  was  conducted  in  every  State  of  the  Union  but  one. 


706  RECONSTRUCTION   AND  PRODUCTION. 

and  probably  comprised  the  greatest  single  labor-employing  agency 
that  the  country  has  known.  We  had  at  one  time  about  600/)00  men 
of  all  characters,  including  engineering,  architectural 

The  Chairman  (interposing).  How  many  men,  General?     ' 

Mr.  Marshall.  About  600,000  of  all  kind  of  labor  for  the  whole 
works,  directed  from  the  Washington  office,  on  all  of  the  different 
jobs. 

The  Chairman.  Do  you  wish  to  elaborate  on  tliat  any  more, 
General?  # 

Mr.  Marshall.  No.  I  was  going  on  to  say  that  in  June  last  I  went 
with  the  Associated  (Jeneral  Contractors  of  America  as  general 
manager  of  that  association. 

The  Chairman.  That  is,  you  resigned  from  the  Army  i 

Mr.  Marshall.  Yes ;  I  resigned  from  the  Army.  The  idea  of  that 
association  is  that  it  shall  play  a  part  in  the  economic  life  of  the 
country,  which  the  leading  general  contractors  think  their  profes- 
sion warrants.  According  to  the  best  obtainable  statistics — and 
they  are  not  entirely  accurate — the  contracting  industry  is  the  second 
of  the  country,  agriculture  being  first  and  railroading  third. 

The  Chairman.  I  understand  that  you  include  all  building  work 
as  "  contracting  "  ? 

Mr.  Marshall.  Building  work  as  an  industry ;  yes. 

The  Chairman.  Yes. 

Mr.  Marshall.  Bailroad  construction  work,  highways,  industrial 
plants,  public  works,  including  the  building  and  construction  in- 
dustry as  a  whole. 

The  Chairman.  Yes. 

Mr.  Marshall.  It  is  seldom  looked  upon  as  an  industry  in  and 
of  itself;  but  it  is  the  idea  of  the  general  contractors  that  it  should 
be  looked  upon  as  a  distinct  industry. 

The  Chairman.  I  quite  agree  with  you. 

Mr.  Marshall.  Not  in  its  several  elements,  as  it  is  commonly 
viewed  almost  entirely  at  present ;  that  is  to  say,  it  is  viewed  in  its 
component  parts,  as  architecture,  as  contracting,  as  labor,  as  manu- 
facture, and  so  on;  but  not  viewed  as  an  industry  as  a  whole.  It 
is  the  idea  of  the  general  contractors  that  it  should  be  viewed  as 
an  industry,  and  that  they,  as  the  people  who  pay  the  bill  for  the 
country  in  this  industry,  should,  as  a  duty,  be  in  a  position  to  pre- 
sent to  the  country  the  true  economic  features  of  all  parts  oi  it, 
which  they  have  never  been  in  a  position  to  do  heretofore,  but  which 
they  hope  eventually  to  be  in  a  position  to  do. 

The  Chairman.  Now,  you  have  l^en  engaged  since  June  of  this 
year  or  of  last  year? 

Mr.  Marshall.  Of  this  year. 

The  Chairman.  Engaged  as  general  manager  of  this  association 
to  which  you  have  referred? 

Mr.  Marshall.  Yes. 

The  Chairman.  And  in  your  capacity  as  general  manager  of  that 
association  you  have  had  an  opportunity  of  making  a  nation-wide 
survey  of  the  construction  industry? 

Mr.  Marshall.  Yes. 

The  Chairman.  The  committee  would  like  to  know.  General,  just 
what  you  think  the  present  conditions  are  and  what  the  outlook  i.*^ 
for  this  industry. 
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Mr.  Marhhaix.  When  your  committee  l)epin  its  work  we  took 
(Ni^izance  of  the  fact  that  we  should  be  in  a  position  to  offer  infor- 
mation that  was  as  authentic  as  present-day  conditions  Avould  war- 
runt,  so  we  prepared  a  questionnaire  that  was  sent  to  a  number  of 
contractors,  and  I  have  addressed  a  letter  to  your  committee  which 
•^liows  the  results  of  the  replies  received  from  about  <me  jiundred 
oontractors  from  all  over  the  country.  That  letter  contains  some, 
but  very  little,  that  is  necessarily  my  personal  view.  It  is  careful 
to  st4U«  that  the  specific  things  pointed  out  there  are  those  that  some 
(»iie  has  suggested  without  naming  the  some  one.  so  that  the  com- 
mittee might  have  a  digest  for  its  consideration,  the  original  (jues- 
tionnaires  themselves  being  also  available  to  the  committee  when  and 
as  thev  may  want  them. 

Perhaps  the  reason  for  the  slackening  down  of  construction  is 
iujivei*sally  admitted :  that  is,  that  the  cost  of  it  is  so  high  as  to  make 
the  investment  unprofitable,  except  in  some  instances,  where  taxes  or 
other  elements  of  a  similar  nature  balance  the  additional  cost  of  con- 
^Iruction.  In  other  words,  where  a  manufacturing  or  industrial  out- 
fit has  earned  so  nuu*h  more  than  was  contemplated  in  the  excess- 
profits  taxes  that  by  putting  that  into  construction  it  produces  an 
asset  that  i)erhaps  can  be  written  off  to  a  certain  extent,  and  which 
will  l)e  profitable.  Then  there  are  certain  industries  which,  in  look- 
injr  to  the  future,  feel  that  unless  they  are  prepared  for  the  future 
they  will  lose  jnore  than  the  additional  cost  of  construction  at  this 
I  line.  But  when  we  come  to  the  man  who  wants  a  home  those  ccmdi- 
ti<»n-  tlo  not  generally  prevail.  The  cost  of  a  home  now  is  so  much 
MUt  of  ])roi>ortion  to  what  it  was  before  the  war  that  the  housing 
Jins  gone  tlown  tremendously;  and  the  indicator  for  it  is  found,  I 
U'lieve,  in  no  better  place  than  in  the  "  Dodire  reports,"  which  show 
the  t*ontem]>lated  construction  of  homes  and  tl»e  actual  construction. 
.!<  compared  with  ccmtemplated  insdustrial  construction  and  actual 
iihlu.strial  contracts  let.  Tliose  figures,  if  examined  to-(hiv  with  that 
thought  in  mind,  tell  the  story  of  l»ome  building  as  well.  I  believe,  as 
•irjy  figures  that  coidd  be  i'omj)iled. 

This  country  is  in  a  sitmition  to-day  with  respect  to  manufacturing 
•ndustries  exactly  the  reverse  of  what  it  was  before  the  war.  In  the 
Ijist  .six  months  exports  have  fallen  off  tremendously,  while  imports 
]i4V«*  relatively  increased.  Europe  owes  this  country  a  trenien<lous 
'mH:  they  can  not  pav  it  in  gold:  we  do  not  want  the  gold:  the  only 
v;iv  they  can  |ia\  it  is  in  prothict.  Since  the  war  our  manufacturing 
Midu.vtries  have  luul  a  l>oon) — (hie,  I  believe,  to  the  chMdetion  of 
.fiwk — and  that  boom  is  almut  over:  so  that  our  manufa^'turinir  in- 
tnstries  are  faced  with  the  fact  that  P^uroi)e  has  got  to  pay  her  bill 
Ml  nnidurt — an<l  they  have  got  to  compete  with  that  fact. 

'Hiere  are  112  of  those  industries  whose  basic  reason  for  existence 
:-  <-oii>Jtruction.  They  run  from  the  rock  (piarries  to  the  manufac- 
f  riT  who  makes  the  fixtures  and  otlier  thinirs  that  you  see  about  this 
-.Mini,  for  instance:  so  that  whatever  cnn  be  done  to  stininbite  con- 
friirtion  goes  a  far  wav  into  our  manufacturing  industries,  which 
ii-n-tfifore  have  \hh*u  l<M)ked  u])on  as  manufacturing,  but  which 
ri»nlly  are  a  part  of  the  construction  industry. 

Till*  basic  raw  materials  are  iron,  lumber,  oil,  copper,  lead,  and 

iKiK  so  that  so  far  as  the  material  situati<m  is  concerneil.  any  excess 

..f  prii-e  in  any  of  these  basit*  materials  is  refle<te<l  up  to  the  finislied 
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article,  so  that  anything  that  can  be  done  to  place  these  raw  materials 
on  a  proper  basis  will  be  reflected  right  up  to  the  finished  product. 

Xow,  these  industries  have  a  general  reputation  of  profiteering. 
Whether  that  reputation  is  justifiable  or  not  it  is  reflected  in  the  mind 
of  the  man  who  is  going  to  build.  Nobody  wants,  I  think,  any  of 
these  industries  not  to  make  a  profit — no  business  man  does — but  no 
business  man  ought  to  want  to  see  them  make  a  profiteering  profit. 
I  do  not  know  that  it  would  be  in  the  interest  oi  the  country  as  a 
whole,  in  the  long  run,  for  the  Government  to  attempt  to  set  up  an 
institution  that  would  go  into  these  basic  raw  materials  too  far;  it 
might  result  in  interference  with  their  production  eventually ;  but  if 
in  our  business  world  we  can  create  some  agency  whereby  the  busi- 
ness world  can  know  how  these  basic  raw  materials  are  running,  it 
will,  I  believe,  be  ultimately  very  beneficial  to  our  work  in  this  con- 
nection. Construction  is  thought  of  as  "building"'  by  the  man  in 
the  street :  he  is  beginning,  however,  to  think  about  roads  as  "  con- 
struction " — and  roads  play  a  very  important  part  in  our  construc- 
tion work  of  to-dav.  Before  the  war  road  construction  used  cement 
in  verv  limited  quantities.  The  greatest  production  of  cement  at  any 
time,  t  am  informed,  has  been  90,000,000  barrels  a  vear. 

The  Chairman.  In  this  country? 

Mr.  Marshall.  In  this  country ;  yes. 

Mr.  Miller.  Mav  I  ask  why  vou  did  not  include  cement  as  a  basic 
raw  material? 

Mr.  M.4RSHALL.  It  is  not  a  raw  material.  Steel  is  not  a  raw  mate- 
rial. 

The  Chairman.  You  put  down  iron,  copper,  lumber,  lead,  coal, 
and  oil  ? 

Mr.  Marshall.  That  is  the  way  I  am  trying  to  develop  my  thought. 

Mr.  M11J.ER.  You  said  90,000,000  barrels  of  cement  a  year? 

Mr.  Marshall.  Yes.  This  year  Illinois  wanted  4,000,000  barrels 
of  cement  for  road  building:  it  got  bids  on  2,000,000  barrels;  it  is 
going  to  get  delivery  on  less  than  one  and  one-half  million  barrels. 
Now,  mind  you,  before  the  war  cement  for  road  building  was  a  fairly 
negligible  quantity  in  the  cement  industry.  Taking  the  known  re- 
quirements of  several  States  for  cement,  and  passing  from  that  to  the 
estimated  national  requirements  for  this  year,  under  the  road-buiM- 
ing  program,  it  runs  40,000,000  barrels  of  cement. 
.  Mr.  Miliar.  Is  that  based  'on  the  whole  program  of  $7oO,000,00(). 
or  on  the 

Mr.  Marshall  (interposing).  It  is  based  on  the  requirements  for 
the  year. 

Mr.  Miller.  Is  that  the  amount  that  has  been  accepted  by  the  States 
of  the  Federal  aid,  or  really  under  way,  or  how  did  you  get  that  esti- 
mate? 

Mr.  Marshall.  Here  is  the  way  I  got  it :  I  took  the  requirements 
of  Illinois,  of  New  York — each  4*000,000  barrels — and  New  England! 
nms  about  4,000,000  barrels,  as  closely  as  we  could  get  it  from  the 
actual  requirements — I  divided  them  into  groups  of  4,000,000  barrel? 
each — New  Jersey  and  Pennsylvania,  Indiana  and  Ohio;  and  I 
stopped  there  and  estimated  the  rest. 

Mr.  Miller.  A  total  of  40,000,000  barrels? 

Mr.  Marshall.  Yes ;  that  is  an  estimate. 

Mr.  Miller.  For  roads  alone? 
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Mr.  Marshall.  Yes ;  but  it  must  be  treated  as  an  estimate. 

The  Chairman.  Oh,  yes. 

Mr.  Marshall.  It  was  used  as  a  basis  of  trying  to  arrive  at  a  con- 
clusion as  to  what  can  be  done  to  help  the  whole  country. 

The  Chairman.  And  that  is  for  road  construction  alone,  general  ? 

Mr.  Marshalll.  For  road  construction  alone ;  yes. 

Mr.  MHiLER.  Were  you  in  touch  with  McDonald  on  that  at  all, 
down  in  Washington? 

Mr.  Marshall.  No  ;  but  I  have  talked  to  him  often. 

Mr.  Miller.  He  has  some  pretty  good  ideas  on  it. 

Mr.  Marshall.  Yes.  I  have  talked  to  Mr.  Wilson  many  times, 
who  is  the  chief  engineer. 

Mr.  Miller.  They  would  not'  disagree  with  that  estimate,  would 
they? 

Mr.  Marshall.  I  do  not  know  whether  they  would.  I  have  been 
over  it  fairly  carefully  with  some  contractors. 

Mr.  Miller.  Would  you  mind  taking  that  up  with  McDonald  some 
time,  and  getting  his  figures,  and  letting  us  know  ? 

Mr.  Marshall.  I  will  be  very  glad  to  do  so. 

Mr.  Miller.  He  has  charge  of  all  the  highways  for  the  Federal 
Government. 

Mr.  Marshall.  Yes.  The  contractors  who  have  these  highways  to 
build  are  probably  as  vitally  interested  in  seeing  those  deliveries 
come  through  as  anybody  else — probably  more  interested,  because 
that  work  is  almost  entirely  on  a  bid  basis.  Now,  query :  Are  the 
cement  mills  of  this  country  ready  to  meet  a  program  that  calls  for 
that  much  cement,  if  those  figures  are  correct?  That  is.  are  the^ 
ready  to  meet  the  program  that  the  road  building  calls  for,  in  addi- 
tion to  even  a  normal  building  construction  program  ?  If  not,  should 
Federal  aid  be  limited  on  road  construction  until  the  cement  industry 
is  in  a  position  to  meet  the  requirement  ?  That,  I  believe,  is  one  con- 
structive thought  of  this  committee  to  take  cognizance  of. 

Mr.  Miller.  To  summarize  that.  Gen.  Marshall,  your  estimate  is 
jiKoiit  40  per  cent  of  the  total  production  of  cement  bv  mills  that 
produce  90,000,000  barrels? 

Mr.  Marshall.  Yes. 

Mr.  AIiLi.ER.  And  heretofore  the  normal  percentage  for  road  con- 
j^tniftion  was  how  much? 

Mr.  Marshall.  T  do  not  know.  I  know  that  it  was  not  large ;  that 
i>  to  sav,  that  the  cement-road  construction  work  has  increased  tre- 
niendously  in  proportion  to  other  road  const ni<*tion,  and  the  total 
road  program  has  increased  tremendously. 

Mr.  Miller.  Would  you  say  that  the  former  amount  was  20  per 
'•<>nt  of  the  total  ? 

Mr.  Marshall.  I  do  not  think  so.  T  would  say,  offhand,  from  10 
u<  12i  per  cent,  as  a  matter  of  judgment,  without  any  figures  on  it 

Mr.  3I1LLER.  Then  the  question  is  if  the  cement  mills  had  a  capacity 
formerly  of  90.00(),(K)0  barrels,  but  10.000,000  barrels  were  devoted  to 
roads,  and  if  now  they  are  to  have  calls  for  40.(KK),000  barrels  for 
n#jnK  where  is  general  construction  going  to  get  off? 

Mr.  Marshall.  Yes;  absolutely,  where  is  general  construction 
iroing  to  get  off — that  is  it  exactly.  The  question  is:  Is  road  building 
more  important  than  general  construction  ?  I  do  not  know ;  but  that 
i-»  a  tiiought  that  I  believe  your  committee  could  probably  develop  to 
iff  logical  and  proper  conclusion. 
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The  CiiAiR3iAN.  1  think  so,  too,  General,  and  I  am  very  glad  to 
have  you  bring  it  out.  Have  you  made  any  estimate  of  what  the 
needs  of  the  construction  industry  are  for  cement,  outside  of  road 
building,  for  the  year  1920? 

Mr.  Marshall.  No,  sir. 

The  Chairman.  Have  you  any  idea  what  plans  have  been  made  b? 
the  cement  manufacturers  to  meet  this  increased  demand? 

Mr.  Marshall.  No,  sir. 

The  Chairman.  You  have  no  information  on  that  subject? 

Mr.  Marshall.  No,  sir;  I  have  not. 

Mr.  Miller.  » Have  you  thought.  Gen.  Marshall,  of  the  difficulties 
of  the  cement  industry  in  getting  transportation  for  their  limestone 
and  for  their  coal  and  for  their  finished  product? 

Mr.  Marshall.  Yes. 

Mr.  Miller.  So  that  even  with*  their  capacity  to-day  they  are  un- 
able to  function  to  perhaps  50  per  cent  of  their  requirements  ? 

Mr.  Marshall.  I  will  answer  that  "  no,"  because  the  cement  mills 
are  usually  so  located  that  if  a  contractor  can  get  the  cement,  he  will 
put  it  on  a  motor  truck  and  take  it  away — even  at  a  cost  of  $3  to  $4 
a  barrel. 

Mr.  Miller.  Cement  has  been  selling  in  Garv  at  $l.S)r>,  and  in 
Chicago  at  $3  to  $4,  due  to  difficulties  of  transportation,  and  they 
have  had  cinder  in  storage  at  Gary,  Ind.,  for  sonn^  time,  I  know. 

Mr.  Marshall.  Well,  I  will  pass  to  a  few  thoughts  on  transporta- 
tion, if  I  may. 

The  Chairman.  Yes. 

Mr.  Marshall.  The  (Tovernment  is  responsible  for  con<litions  gen- 
erally in  this  country,  although,  perhaps,  I  should  not  say  **  the 
(xovernment,"  but  rather  that  the  war  was  responsible  for  tfie  con- 
ditions that  we  have  in  the  country  to-day,  which  brought  about  a 
cessation  of  construction  for  one  thing  in  all  industrial  lines,  except 
war  munitions,  which  brought  about  a  cessation  of  construction  of 
homes,  except  for  war  purposes,  and  which  brought  about  a  control 
of  transportaticm  that  will  take  the  railroads  some  time  to  get  out 
from  under. 

Transportation  is  one  of  the  problems  of  constrncticm,  which  starts 
at  the  beginning  and  does  not  end  nntil  the  work  is  finished,  Iwgin- 
ning  with  the  transportation  at  the  mines,  where  raw  material  is 
})roduce(l.  and  thence  to  the  manufacturers,  and  so  on,  all  the  way 
along  the  line,  transportaticm  is  essential:  and  if  the  delays  due  to 
inadecpiate  tran.si)ortaticm  facilities  are  equal  in  each  one  of  those 
stef)s,  tlu'  cost  to  the  country  is  not  to  be  measured  in  an  increase*  of 
freight  rates  of  5,  10,  15,  25,  or  even  100  per  cent — if  that  is  the 
thing  that  will  put  transportation  on  a  proper  basis — and  I  do  not 
know  that  it  is :  it  may  not  be ;  it  may  be  .something  else  that  will 
put  transportati(m  on  an  efficient  basis.  We  are  prone  to  look  u^wn 
trans])oii:ation  only  as  the  transporting  of  the  finished  article  from 
the  factory  to  the  place  of  its  u.se.  There,  again,  I  think  we  do  not 
view  the  subject  as  a  whole,  but  only  in  one  of  its  elements.  The 
same  tran.sportation  difficulties  that  have  existed  in  one  line  have 
probably  existed  in  50  other  instances  in  respect  to  each  of  those 
articles  now  being  transported  to  their  places  of  final  u.se  or  ••on- 
sumption. 
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A  finished  piece  of  machinery,  for  instance^  represents  a  ^reat 
many  different  transportation  bills  of  lading.  So  far  as  the  han- 
dling of  the  finished  product  is  concterned,  there  are  distinct  evi- 
ilcnces  of  improvement,  but  in  the  official  mind,  in  the  railroad  mind, 
and  in  the  public  mind  the  impression  made  upon  them  (hirinjr  the 
war  still  largely  remains.  Constructicm  commercially  was  taboo 
(luring  the  war.  Instead  of  putting  a  percentage  of  increased  freight 
rate  on  construction  material,  as  they  did  (m  other  commodities, 
during  the  war,  a  flat  increased  freight  rate  was  placed  on  construc- 
rioii  materials,  which  works  out  in  some  instances  more  than  100  per 
<vut  increase.  As  a  matter  of  fact,  the  difference  in  the  freight  rate 
d(H»h  not  tremendously  increase  the  cost  of  a  job,  because  the  freight 
rate  on  the  finished  product  in  the  job  is  not  a  large  percentage  of 
the  whole  job,  but  its  influence  on  transportation,  the  ])ublic,  and  the 
<'(»ntractural  mind  is  great.  They  did  not  listen  to  their  needs  with 
the  same  frame  of  mind  as  thev  listened  to  the  needs  of  other  com- 
uuMlities.  Now,  this  fixing  of  freight  rates  during  the  war  has 
unijuestionably  resulted  in  finished  c<mstruction  material  having  a 
larger  proportionate  freight  rate  placed  upon  them  than  other  mate- 
rials, comparing  them  with  rates  before  the  war.  For  example,  I 
think  stone  was  given  a  flat  increase  of  ti  cents  per  hundred  pounds — 
40  cents  a  ton — whatever  the  haul.  The  haul  on  that  particular 
•  oinmodity  is  usually  a  short  one,  which  results  in  some  localities  in 
a  freight  rate  l)eing  more  than  100  per  cent  of  what  it  was  l)efore 
tin*  war. 

Xow,  there  is  no  use  going  into  other  specific  items,  but  by  analyz- 
iiig  them  you  can  show  what  it  is.  As  I  said  before,  that  item  alone 
does  not  make  so  much  difference  in  the  total  cost  of  construction, 
••\cept  that  it  has  created  a  frame  of  mind  which  it  is  difficult  to 
uru'reate  or  do  away  with. 

The  Chairman.  AVhen  you  say  that  freight  rates  on  Iniilding  nui- 
lerials  have  increased  KM)  per  cent,  that  seems  a  tremendous  sum. 

Mr.  Marshall.  Yes,  imleed. 

The  Chahlman.  And  the  influence  of  that  you  suggest  as  a  fac- 
tor  

Mr.  Marshall  (interposing).  Well,  it  is  not  on  all  building  mate- 
t!:ii:  that  is  an  extreme  case,  of  course:  but  wc  want  to  illustrate  by 
•■\tn»me  cases  in  the  ordinary  o]><»ration  of  the  human  mi^d. 

The  Chairman.  Ve.s. 

Mr.  Miller.  You  did  not  bring  out  one  point,  (ien.  Marshall,  tliut 
\\ith  the  average  increast*  of  freight  rates  on  general  commodities 
of  'jri  p<»r  cent  in  June,  1J)1S,  and  an  increase,  we  will  say,  on  an  aver- 
iiTk^  of  50  per  cent  on  buihling  materials  in  June,  IDIS:  an<l  then  with 
fii«*  perruntape  increase  of  4^  jier  cent  on  everythin«r  in  Augu.-<t.  it 
'•fing^  buihling  nuitcrial  to  $'2.10  conii)areil  with  the  previous  $1, 
»\lieivas  general  minniodities  pay  $1.^.*)  as  <*()mpa!vd  with  the  i>re- 
\  lotis  dftllar. 

Mr.  Marshall.  Yes. 

Mr.  Mu.LKR.  Plu^  exceptional  irregularities  iti  delivery. 

Mr.  Marsmaij..  Yes. 

Mr.  MiLLKiL  So  that   the   re<-ent    increuM*  ha.   pyrauiided   tlu^  (  \- 

Mr.  Marshall.  Yes.  That  was  the  thought  that  I  was  trviiMr  to 
f.r*>?*nt  with  r<*spect  to  raw  niateriaK.  If  raw  materijiK  iu  the  be- 
cinning  of  this  thing  are  not  subjerted  to  the  ehjsest  M-rutinv  jiiul 
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held  down  to  a  reasonable  place,  then  it  pyramids  ripht  up  to  the 
finished  product. 

The  Chairman.  That  is  true. 

Mr.  Marshall.  The  raw  materials  are  the  place  to  start.  The  cure 
for  our  transportation  evils,  I  must  confess,  I  do  not  know.  The 
securing  of  the  movement  of  cars  in  construction  work  is  one,  if  not 
the  most  serious,  condition  that  we  have  had.  The  president  of  a 
large  construction  company,  that  I  may  say  to-day  has  under  way 
from  $3,000,000  to  $6,000,000  worth  of  work,  has  said  to  me  in  the 
last  two  months — not  one,  but  three  times  that  I  can  recollect,  and  I 
suppose  really  half  a  dozen  times — that  90  per  cent  of  his  personal 
time  is  occupied  in  trying  to  secure  transportation ;  that  his  subordi- 
nates can  not  do  it  any  more,  because  they  are  not  effective,  and  they 
all  rebel  against  it ;  that  the  petty  graft  that  used  to  get  them  by  in 
railroad  yards  does  not  work  any  more;  that  it  is  no  longer  petty: 
that  they  can  not  get  by  where,  perhaps,  petty  graft  would  get  them 
by  in  the  past;  and  that  it  is  only  by  going  to  higher  authority, 
and  oftentimes  using  the  friendship  that  he  has  cultivated  over  a 
period  of  years,  that  he  gets  by  with  it  at  all.  Now,  transj)ortnti(»ii 
on  that  basis  is  certainly  not  satisfactory  transportation. 

The  Chairman.  It  is  very  unhealthy. 

Mr.  Marshall.  Yes;  it  is  something  else  than  transportation. 
Now,  I  believe  that  the  railroad  people  recognize  this — ^the  men  in 
high  authority.  I  think  they  have  a  problem  that  they  are  working 
on  earnestly,  and  I  am  not  saying  what  I  am  saying  here  in  deroga- 
tion of  them,  but  I  am  sa^ng  that  as  I  go  about  the  country  I  find 
that  situation.  I  have  sincere  sympathy  for  those  men  who  have 
got  to  correct  that  situation — which  they  are  gradually  doing,  be- 
cause we  do  see  decided  improvements  in  the  situation. 

There  is  a  shortage  of  equipment,  a  shortage  of  cars,  a  shortage  of 
locomotives.  It  has  been  sug^gested  by  some  one  that  there  might  be 
a  freight-car  company  organized  similar  to  the  Pullman  Co.  I  am 
not  prepared  to  say  that  that  is  a  wise  solution.  I  do  BOt  know 
whether  it  is  or  whether  it  is  not.  I  would  want  the  railroad  people 
to  answer  that  question ;  but  it  is  a  suggestion  that  the  Government 
might  aid  such  a  corporation,  at  this  juncture,  to  provide  the  equip- 
ment and  material,  which  the  railroads  can  purchase  on  a  5-year  or 
10-year  ba^is,  as  might  seem  best. 

The  Chairman.  General,  that  suggestion  has  come  to  us  from 
other  sources  also. 

Mr.  Marshall.  Yes :  it  is  quite  general,  I  believe. 

The  Chairman.  And  we  inquiredof  Mr.  Willard,  of  the  Baltimore 
&  Ohio  Railroad  Co.,  when  he  was  here  a  week  or  two  ago,  how  he 
felt  about  it.  He  said  that  perhaps  there  would  have  to  be  very 
soon  some  general  arrangement  between  all  the  roads,  at  least  so  far 
as  refrigerator  cars  were  concerned,  or  special  cars  for  special  trans- 
portation; and  he  even  went  so  far  as  to  suggest  that  perhaps,  if 
relief  were  not  obtained,  the  very  thing  that  you  now  propose  might 
have  to  be  done,  perhaps  with  Government  aid  just  in  this  emer- 
gency, to  work  it  out  in  several  years. 

Mr.  Marshall.  Yes. 

The  Chairman.  We  put  it  up  to  him  that  that  was  the  way  that 
the  great  transcontinental  railroads  were  built,  by  having  bonds 
issued 
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Mr.  Marshall  (interposing).  Yes;  Government  bond  aid  and 
land  grants. 

The  CHAiR3f  AN.  Yes ;  and  they  are  really  very  seriously  concerned 
with  the  proposition.  Mr.  Willard  explained  to  us  when  he  was 
here  that  the  railroad  executives'  committee  are  meeting  now,  as  you 
no  doubt  know,  in  an  endeavor  to  coordinate  all  their  interests. 

Mr.  Marshall.  Yes. 

The  Chairman.  They  are  making  a  real  struggle  with  a  tremen- 
dous problem. 

Mr.  Marshall.  Yes. 

The  Chairman.  And,  as  you  have  indicated,  it  is  beyond  even 
themselves  to  solve ;  it  is  ahead  of  them  yet. 

Mr.  Mar8haij[..  Yes. 

The  Chairman.  Perhaps  the  suggestion  that  you  make  is  the  one 
that  will  solve  it,  and  I  am  glad  to  know  that  you  have  given  it  some 
thought. 

Mr.  Miller.  Is  it  fair  to  say.  Gen.  Marshall,  that  your  mind  is 
working  along  the  line  of  Government  facilities  to  the  basic  items  of 
raw  material  and  to  transportation,  rather  than  Government  aid 
1(1  absorb  the  cost  involved  by  the  increased  cost  of  the  completed 
structure? 

Mr.  Marshaix.  Yes :  but  I  am  awfully  fearful  of  Government  aid. 
I  look  on  it  with  the  greatest  trepidation.  The  pendulum  swings, 
you  know.  The  thought  of  the  world  to-day  is,  perhaps,  more  pa- 
ternalistic than  it  has  ever  been,  certainly  in  our  lifetime — and,  to 
nie,  it  is  a  fearful  one.  I  do  not  know  which  is  the  more  fearful — 
present-day  conditions,  or  the  thought  of  paternalism — and  all  Gov- 
ernment aid  is  one  step  toward  paternalism. 

Tlie  Chairman.  General,  it  is,  indeed,  a  very  serious  thought,  and 
we  have  been  giving  a  great  deal  of  consideration  to  that  very  idea 
that  you  have  suggesteci.  We  would  deplore  it:  but,  still,  something 
must  be  done.  I  would  never  agree  to  Government  aid  in  these 
things  until  a  real  emergency  existed  that  could  not  be  surmounted 
in  any  other  way. 

Mr.  Marshall.  The  same  frame  of  mind  as  on  transportation 
seems  to  exist  on  the  question  of  priorities.  I  am  inclined  to  think 
that  manufacturers  are  thought  about  as  •*  manufacturers,"  rather 
than  as  to  whether  they  are  necessary  manufacturers  or  manufac- 
riirers  of  luxuries,  and  that  priorities  on  materials  are  governed 
H^imewhat  by  that  view.  This  country  produces  ^5  j)er  cent  of  the 
rinlomobiles  of  the  world;  and  this  country  has  10  antoinobiles  f)er 
{•♦^rson  to  1  automobile  j)er  person  in  Europe.  Luxuries  are  in  the 
/''^oendancy  at  this  very  moment,  and  that  is  one  of  the  large  con- 
fributinfir  causes  to  this  fear  of  going  forward  that  we  are  facing; 
nriiL  in  due  course  of  time,  it  is  the  manufacturers  who  are  facing 
ihi.'*  problem,  I  InOieve,  more  than  the  construction  people:  that  the 
i-tftmi^etition  of  Europe  in  manufacturing  is  going  to  be  much  keener 
than  is  at  present  anticipated,  apparently. 

Mr.  MiLLKR.  In  other  words,  you  believe  that  if  we  do  not  get  our 
planr  in  more  effi^*ient  shape  we  can  not  stand  that  competition 'il 

Mr.  Mar.hHall.  I  do  not  believe  we  can — not  with  this  enormous 
debt  liefore  us,  and  with  this  decrease  in  exports,  and  the  increase 
in  imports  that  has  set  in.    The  statislirs  for  the  mcmth  of  July,  I 
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think,  showed  that  the  excess  of  exports  over  imports  has  ileoi-eased 
either  $12(),00(),000  or  $15(),0()0,()()0— I  forget  the  exact  figure. 

The  Chairman.  So  that  the  tide  has  turned  against  us? 

Mr.  Marshall.  Oh,  my,  yes;  tremendously  so;  and  it  is  the  iniiuu- 
facturing  industries  that  will  be  hit  the  hardest,  in  my  opinion. 
They  are  now  over  with  the  temporary  postwar  boom,  tlue  to  deple- 
tion of  stocks — that  is  over  with — and  that,  I  believe,  is  what  kept 
up  the  manufacturing  industries,  the  postwar  boom  due  to  tiepletiuii 
of  stocks. 

The  Chairman.  There  is  no  doubt  of  it. 

Mr.  Marshall.  But  it  is  all  over  now,  and  they  are  beginning  to 
meet  with  the  keen  competition  of  Ilurope,  which  can  pay  us  only  in 
that  wav. 

Xow,  just  one  more  word  on  transportation.  The  heavy  bulky 
material  of  construction  is  transported  in  open  cars,  a  large  part  of 
which  are  used  for  coal  also.  Instead  of  coal  transportation  being  un 
even  flow  throughout  the  year,  it  has  Aery  definite  times  of  peak. 
One  of  the  important  factors  in  that  is  that  our  manufacturei*s,  our 
l)ower  plants,  and  the  large  consumers  of  coal  do  not  have  ailecjimte 
facilities  for  storage  of  coal  during  the  easy  transportation  period^ 
to  tide  them  over  during  the  peak  transportation  periods.  Tlie 
storage  of  coal  has  been  studied  by  a  good  many  men,  and  there  are 
fairly  definite  figures  that  can  be  obtained  on  this  matter  by  your 
conmiittee.  Mr.  Francis  Lee  Stunrt  is  an  expeii:  in  that  matter.  I 
believe  he  could  give  you  figures  on  the  storage  of  coal  that  wonhl—T 
have  heard  him  discuss  it  often— that  wouhl  l)e  very  helpful  in  pre- 
serving an  even  flow  of  transportation  of  coal  throughout  the  year, 
rather  than  to  have  it  come  in  fits  and  starts,  diu'ing  verv  definite 
periods  of  the  year,  as  it  comes  now.  That  would  be  rerfected.  or, 
rather,  would  inure  to  the  benefit  of  the  miners,  the  managers  of 
coal  mines,  and  so  forth,  because  thev  could  then  have  steady  employ- 
ment, with  all  of  the  good  that  would  come  from  that. 

Mr.  Miller.  Does  Mr.  Stuai-t  think  it  is  practicable  to  ston*  bi- 
tuminous coal? 

Mr.  Marshall.  1  think  so. 

Mr.  Miliar.  It  has  been  contended,  on  the  one  hand,  that  bitu- 
minous coal  can  not  be  stored  because  of  spontaneous  combustion. 

Mr.  Marshall.  Yes. 

Mr.  Miller.  Yet  it  is  being  stored  at  the  ilocks  on  the  Great  Lako 
in  large  quantities. 

Mr.  Marshall.  Yes:  they  store  hundreds  of  thousands  of  tons  on 
the  (treat  Lakes.    I  think  at  Duluth — well,  I  do  not  know  the  figures. 

Mr.  Miller.  We  have  the  figures,  and  they  are  very  large. 

Mr.  Marshall.  Yes:  they  are  very  large. 

ilr.  Marshall.  Yes:  thev  are  verv  large.  The  storing  *»f  J*<»a^ 
would  release  a  definite  number  of  o]^en-top  cars  for  father  pur- 
])()ses:  or,  rather,  to  put  it  another  way,  would  employ  a  definite  nuiu- 
l)er  of  coal  cars  for  coal  purposes,  and  other  cars  could  l>e  used  for 
the  transportation  of  heavy  c<mstruction  materials,  such  as  steel, 
rock,  sand,  gravel,  and  so  on.  I  think  it  would  have  that  effect*  so 
that  the  flow  would  be  evenly  balanced  for  both  the  coal  people  and 
for  the  construction  peo))le. 

Xow.  on  the  question  of  finance,  as  I  have  said  before,  construction 
work  is  not  being  done  because  of  the  high  costs.  Few  men  will  build  a 
house  that  is  going  to  cost  $1,200  per  room,  when  they  are  accustomeil 
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to  building  tliein  on  the  basis  of  $400  or  $500  per  room — that  is,  a 
small  house.  A  man  thinks — and  perhaps  properly  so — that  the  time 
is  coming  when  it  is  ^oing  to  be  nearer  the  $4(X)  than  the  $1,200,  and 
tliat  he  will  wait  until  that  time.  In  the  meantime,  he  is  not  content, 
but  is  more  willing  to  pay  the  rent  he  has  to  pay  than  to  pay  the  ad- 
ditional charge,  to  run  forever. 

Last  week  I  heard  a  very  interesting  talk  on  the  subject  of  financing 
with  respect  to  construction.  It  seems  as  if  this  gentleman  who  was 
talking  has  seen  10  of  the  12  governors  of  the  Federal  reserve  banks 
within  the  last  three  months,  and  he  has  put  to  each  one  of  them  this 
question :  "  In  your  credit  system  in  your  region,  how  much  credit  is 
in  contemplation  for  construction,  as  such?"  The  answer  he  got 
from  nine  of  them  was  "  None."  The  other  one  said,  "  Your  ques- 
tion has  hit  the  nail  right  on  the  head.  Banks  have  been  nationalized, 
the  credit  system  is  nationalized,  and  manufacturing  has  been  na- 
tionalized, bul  construction  is  localized.  The  financing  of  the  con- 
struction industry  depends  upon  the  local  reputation  of  the  man  who 
is  attempting  to  do  the  financing,  and  is  not  in  any  way  treated  from 
a  national  point  of  view.  Construction  is  the  second  largest  industry 
in  this  country;  yet  our  Federal  Reserve  System  takes  no  cognizance 
of  it." 

The  Chairman.  That  statement,  General,  that  you  just  made,  is 
a  most  interesting  one. 

Mr.  Marshaix.  It  is ;  yes. 

The  Chairman.  And  wherever  our  committee  has  gone,  j^e  have 
found  evidence  that  that  sentiment  exists  throughout  our  banking 
and  financial  fraternity.  They  have  not  yet  realized  that  this  is  a 
great  national  industry,  and  that  every  possible  consideration  must 
be  extended  to  it,  if  we  hope  to  put  it  on  its  feet. 

Mr.  Marshall.  Yes. 

Mr.  Miller.  As  j'oii  so  well  expressed  it,  it  is  not  the  inertia  of 
thought  of  the  Federal  Reserve  System,  following  the  restrictive 
policy  still  of  the  war,  so  much  as  the  inertia  of  thought  of  the  trans- 
portation. 

Mr.  Marshall.  I  dare  say  that  is  true.  I  think  it  is  true.  There 
is  one  other  thought  with  respect  to  the  construction  industry  that  I 
would  like  to  get  the  man  in  the  street  to  carry  with  him  as  an  in- 
voluntary thought,  and  that  is  that  it  is  perhaps  the  sole  industry  the 
result  of  which  creates  permanent  wealth  to  the  country.  Manufac- 
turers produce  products  that  are  made  to-day  and  consumed  to-mor- 
row. In  the  construction  industry  the  finislied  product  is,  in  a  fair 
percentage,  to  be  used  by  generation  after  generation. 

The  Chairman.  And  not  only  is  that  so,  General,  but  it  creates  a 
taxable  wealth,  and  one  which  can  not  dodge  taxation. 

Mr.  Marshall.  Yes. 

The  CnAntMAN.  And  it  thereby  contributes  materially  to  the  wealth 
of  the  community  at  large  ? 

Mr.  Marshall.  Yes;  to  the  permanent  wealth  of  the  country.  I 
believe  that  if  that  thought  becomes  a  part  of  the  involuntary  thought 
of  the  Nation  it  will  have  a  very  salutarj-  effect  on'  the  financial 
mind,  in  its  consideration  of  the  needs  of  the  country,  and  in  its  con- 
sideration of  the  economics  of  the  country. 

X<»w,  on  the  question  of  labor  I  will  say  just  a  word  or  two.  Most 
of  tih  l«K)k  at  lalMir  in  the  light  of  the  building  trades — ^that  is,  we 
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look  at  construction  labor  in  the  light  of  the  building  trades ;  that  is, 
the  man  who  works  on  the  house  is  a  laborer  that  we  are  prone  to 
look  upon  as  "  construction  labor."  I  do  not  know  what  percentaire 
it  is  of  all  construction  labor,  but  I  would  say  that  such  men  certaimy 
constitute  not  more  than  50  per  cent  of  all  construcCion  labor.  The 
manufacturing  labor  is  a  large  part  of  the  construction  labor,  as  well. 
The  building  trades  are  probably  more  nearly  organized  than  any 
other  branch  of  labor.  Just  what  percejitage  of  the  building  trades 
are  organized,  I  do  not  know — and  nobody  seems  to  know — ^but  to  my 
mind  it  runs  to  about  two-thirds,  as  a  matter  of  impression  rather 
than  of  knowledge.  I  think  the  labor  people  say  80  to  85  per  cent— 
the  American  Federation  of  Labor — speaking  or  the  building  trades, 
now,  in  which  there  are  18  crafts. 

Contractors,  engineers,  and  architects  make  attempts  to  cooperate 
with  them.  I  understand  that  in  the  contract  generally  used  in  Ne\? 
York  City  it  is  made  a  part  of  the  contractor's  obligation,  written 
into  the  contract,  that  he  shall  cooperate  with  them.  Yet  that  co- 
operation, as  much  or  as  little  as  it  may  be,  has  not  visibly  reduced 
strikes.  The  building  trades'  labor  is  organized,  and,  generally  speak- 
ing, the  elements  of  the  construction  industry  that  have  to  deal  with 
them  are  not  organized.  They  have  much  of  organization,  but  little 
coordination  between  them,  so  that  there  has  been  no  national  organi- 
zation of  the  other  elements  of  the  industry  to  cooperate  with  labor — 
if  that  be  the  solution  of  the  problem.  Locally  it  has  been  effective 
in  some  instancies  and  in  other  instances  it  has  not  been  effective.  It 
is  my  personal  belief  that  the  open-shop  proposition,  as  usually 
applied,  is  really  opposition  to  union  labor  and  not  the  open  shop 
in  its  true  sense.  I  believe  that  until  the  open-shop  movement  is 
truly  fair  and  just  it  will  only  do  the  thing  of  swinging  the  pendulum 
up  to  the  other  end  rather  than  to  settle  it  in  a  vertical  position, 
where  it  belongs.  Of  course,  union  labor,  as  it  has  been  practiced, 
is  largely  in  abrogation  of  the  fundamental  right  of  freedom  of 
contract. 

The  freedom  of  contract  is  assured  to  us,  if  not  in  so  many  words 
certainly  inferentially,  in  both  the  Declaration  of  Independence  and 
in  our  Constitution,  and  it  goes  to  the  very  fundamental  thought  of 
our  national  existence;  so  tnat  in  that  world  there  has  j^et  emerged 
nothing  but  strife,  and  until  we  can  emerge  out  of  that  period  of 
strife  and  jret  down  to  a  recognition  of  the  actual  rights  of  both 
sides  nobody  is  going  to  be  in  a  proper  judicial  frame  of  mind  to 
bring  about  even  a  quasi  settlement  of  one  of  the  things  that  is  hurt- 
in<r  us  most. 

Mr.  MiLLEK.  (jen.  Marshall,  in  order  to  get  on  the  record  your 
opinion  as  to  the  influence  of  labor  costs  on  the  whole  cost  of  con- 
struction, T  would  like  to  ask  you  if  you  agree  with  the  old  theory 
that  60  per  ceiit  of  the  cost  of  erecting  a  building  was  niaterials  and 
40  per  cent  was  labor,  and  that  more  recently  that  has  changed  to  a 
50-50  basis — 50  per  cent  of  the  cost  of  erectino:  being  materials  and  50 
per  cent  labor — and  some  people  even  go  so  tar  as  to  .say  that  40  per 
cent  now  represents  the  cost  of  materials  and  60  per  cent  the  cost  of 
labor.  Now,. you  used  the  figure  50  per  cent  a  few  moments  ago  as 
the  cost 

Mr.  Marshall  (interposing).  No:  I  did  not  use  that.  In  the  cost 
of  a  building  we  look  upon  the  labor  cost  as  that  alone  of  the  building 
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trailes,  and  we  forget  the  cost  of  the  labor  that  ^oes  into  the  manu- 
facture of  the  materials.  The  cost  of  erection  of  a  building  is  now 
probably  50  per  cent  labor  and  50  per  cent  material ;  that  is  to  say, 
from  information  that  seems  to  be  reliable,  the  cost  of  labor  in  the 
erection  of  a  building  is  at  least  50  per  cent,  if  not  more.  With  re- 
sj»ect  to  the  material  that  is  delivered  to  the  building,  the  labor  cost 
of  it,  from  the  raw  state  to  the  finished  product,  is  perhaps  no  less 
than  50  per  cent  of  its  cost  to  the  contractor;  thereby  making  the 
t<»lal  cost  of  the  structure  75  per  cent  labor  and  25  per  cent  material. 

Mr.  MiiXER.  And  overheads,  etc. 

Mr.  Marshall.  Yes;  material,  overheads,  etc.  There  are  several 
things  that  I  want  to  suggest  to  the  committee,  in  a  very  few  words, 
without  going  into  the  reasons  for  them  much. 

The  Chairman.  Have  you  finished  with  labor? 

Mr.  Marshall.  Oh,  no.  Immigration  is  an  important  element.  I 
liiink  that  this  country  of  ours  might  be  likened  to  a  large  industrial 
-'Chool,  where,  before  the  war,  the  people  abroad,  for  political  rea- 
sons— the  laboring  men,  largely  because  of  the  political  situation  in 
tlie  countries  from  which  thev  came,  came  to  this  countrv  and  started 
into  the  school  here  in  the  lowest  class.  A  man  could  rise  through 
successive  steps  to  the  highest  that  there  is — and  many  of  them  have 
ris»*n  and  are  rising.  We  may,  for  purposes  of  my  thought,  call  these 
tlie  "class  of  191(V'  *nhe  class  of  1911,"  **the  class  of  1912,"  *'the 
••la>»  of  1918,''  and  "the  class  of  1914."'  They  came  here  and  were 
j>iit  into  the  school  of  apprenticeship.  We  are  working  now  with  the 
«•Iu^s  of  1914,  because  since  that  time  no  immigration  worth  mention- 
ing ha>  taken  place,  so  that  we  have  not  any  apprentices  to  put 
tlirf>u£rh  this  industrial  school:  we  only  have  the  laborer  wJio  has 
l»een  held  down  because,  in  the  competition  of  the  past,  he  has  not 
in'vn  able  to  rise.     Now,  the  political  ctmditions  of   Europe  have 

•  hangiMl :  the  laborer  there  is  not  below  tlie  white-collared  man  any 
mnre — that  was  one  of  the  reasons  why  he  wanted  to  come  to  this 

•  Hiintrv,  before  the  war — but  now  his  relative  c<mdition  in  Europe 
i*«  perha{)s  better — that  seems  to  be  the  indication  of  the  times — and 
I'le  immigrants  that  we  do  ^et  here  to-day  are  largely  women  and 
t  hildren,  and  from  that  white-collared  class.  Now,  where  are  the 
l»*Mils  of  labor  from  which  we  are  going  to  draw  the  classes  of  1920, 
li^Jl.  and  1922?  There  are  no  classes  of  1915,  1916,  1917,  1918,  or 
1919. 

1  think  that  the  question  of  selective  immigration  is  one  that  not 
niily  concerns  tlie  construction  industry  but  concerns  agriculture  and 
tvery  other  industry  that  we  have;  and  realizing  that  we  are  short 
•IX  rlaivM?s,  what  should  we  do  to  attempt  to  make  up  for  that  loss^ 

(ruing  back,  now,  to  labor  strikes,  I  am  informed  that  perhaps  W) 
,KT  »*ent  of  them  have  been  for  what  are  known  as  jurisdictional  rea- 
-••n;»;  that  is  to  say,  two  of  the  building  trades  claiming  jurisdiction 
owr  certain  classes  of  work  on  a  building.  About  a  year  and  a  half 
ngo  the  general  contractors  proposed  a  board  known  as  the  *'  board 
"f  juriscnrtional  awards"  to  the  labor  people,  and  the  labor  people 
tifppted  the  proLH>sal.  Such  a  board  is  m  existence  to-day;  it  is  com- 
jHised  of  one  architect,  one  engineer,  three  contractors,  and  three  men 
from  the  American  Federation  of  Labor.  The  internaticmal  presi- 
•i»*nt5*  of  the  American  Federation  of  Labor  have,  in  mv  hearing — 
r.any  of  them — expressed  the  belief  of  the  absolute  need  for  such  a 
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board,  and  that  they  are  absolutely  behind  it.  About  10  days  ago 
Mr.  Donlin,  the  president  of  the  building  trades'  division  of  the 
American  Federation  of  Labor,  wrote  a  letter  to  all  of  the  interna- 
tional presidents — I  think  that  is  what  they  call  them— containing 
the  stronjj^est  kind  of  indorsement  of  this  board. 

Now.  to  my  personal  knowledge  that  board  has  averted  a  number 
of  strikes,  and  the  awards  that  they  have  made,  as  between,  let  us  say, 
plasterers  and  cement  workers,  have  been  accepted  and  are  in  opera- 
tion to-day.  As  time  goes  on  and  this  board  gets  the  value  of  prece- 
dent behind  it,  it  will,  I  believe,  be  helpful  in  that  field  of  hu'isdic- 
tional  strife.  1  think  that  about  finishes  my  comment  on  the  labor 
problem. 

The  Chairman.  There  is  one  thing  that  has  disturbed  me  verv 
much  about  labor  in  the  building  trades,  and  that  is  the  fact  that  it 
is  difficult  to-day  to  induce  our  young  American  boys  to  learn  a  trade. 

Mr.  Marshaix.  I  think  those  six  vacant  classes  are  the  reason 
for  it. 

The  Chairman.  What? 

Mr.  Marshall.  Those  six  vacant  classes  of  immigrants  are  the  rea- 
sons for  it,  I  think.  They  have  something  else  to  do,  more  to  their 
liking. 

The  Chairman.  I  know  that,  particularly  in  New  York  City,  for 
many  years  we  got  a  great  many  German  carpenters  and  Scandina- 
vian carpenters  and  Irish  and  English  carpenters. 

Mr.  Marshall.  Yes. 

The  Chairman.  Ten  years  ago  I  would  say  that  75  per  cent  of  our 
carpenters  here  in  New  York  were  of  foreign  birth.  I  have  not  in- 
quired into  it  of  late,  but  I  tind  that  we  are  getting  no  youn^  men  or 
boys  going  in  and  learning  a  trade.  That  has  tended  to  a  Towering 
of  the  character  of  the  traae  and  to  less  efficency  in  the  trade. 

Mr.  Marshall.  Yes. 

The  Chairman.  In  some  trades  the  American  boy  is  going  in;  for 
instance,  they  like  to  be  electricians  or  plumbers,  which  perhaps  re- 
quires a  little  more  skill  at  times.  In  former  times  we  have  recruited 
our  bricklayers  and  our  masons  here  from  Irish  boys,  but  now  we  are 
getting  a  great  many  Italians  and  Jews  in  the  bricklaying  trade 
and  plasterers  and  painters.  Altogether,  I  am  rather  of  the  opinion 
that  our  mechanics  in  the  building  trades  are  not  quite  as  good  as: 
they  were  10  years  ago,  and  that  is  because,  perhaps,  the  young 
Americans  are  not  going  into  those  trades.  I  find  in  the  plumbing 
and  electrical  work,  and  some  of  the  masons,  the  percentage  of 
American-born  workmen  is  very  large.  We  seem  to  have  fallen  down 
somehow,  and  I  wonder  if  we  can  do  anything  in  this  country  to 
induce  our  young  American  boys  to  go  out  and  learn  the  building 
trade.  That  would  be  of  immense  value  to  the  country,  if  such  a 
scheme  could  be  worked  out. 

Mr.  Marshall.  Well,  there  is  a  certain  amount  of  Federal  aid  to- 
ward promoting  that — ^not  holding  schools,  as  I  imderstand  it,  bnt 
I  think  the  Bureau  of  Education  has  that  under  advisement  and  is 
actually  trying  to  develop  some  State  aid  in  inducing  young  men  to 
do  that.  It  is  my  understanding  that  such  is  the  case,  although  I  tlo 
not  know  very  much  about  it. 

The  Chairman.  We  have  no  young  men  at  all.  That  makes  the 
outlook  for  the  craft  very  dark. 
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Mr.  Marshall.  Yes;  and  immigration  is  a  large  factor  in  that 
situation,  not  only  in  the  building  industry  but  in  all  the  other  indus- 
tries, I  believe. 

The  Chairman.  I  am  very  much  interested  in  your  talk  about 
labor  conditions  and  the  future  of  labor,  and  I  have  often  wondered 
whether* we  have  approached  it  properly.  Some  people  who  divide 
profits  with  their  labor  get  a  better  condition  of  affairs,  like  Endi- 
cott  &  Johnson.  Of  course,  we  can  not  do  that  so  well  in  the  build- 
ing trades,  because  the  job  is  going  up,  and  when  it  is  through  they 
are  laid  off ;  but  the  manufacturing  industries  could  handle  that  prin- 
ciple better,  I  think.    I  really  do  not  know  just  what  to  propose. 

Mr.  Marshall.  Manufacturing  industry  is  a  very  different  prob- 
lem from  the  building-trades  industry. 

The  Chairman.  Yes. 

Mr.  Miller.  Congressman  Tinkhani,  some  time  ago,  introduced  a 
bill,  the  purpose  of  which  was  to  gather  together  and  coordinate  the 
information  that  was  accumulated  at  great  expense  by  the  (iovern- 
ment  in  the  Housing  Corporation,  and  that  bill  is  now,  I  think,  in 
conimittee;  and  Congressman  Tinkham  has  been  before  this  commit- 
tee in  connection  with  the  bill.  Do  you  think.  Gen.  Mai^shall,  that 
a  bui^au — perhaps  not  of  the  Labor  Department,  but  of  the  De- 
partment of  Commerce,  or  some  other  department  in  Washington — 
which  had  to  do  with  assembling  data  and  acting  as  a  ^tearing  house 
on  matters  of  statistics,  of  the  cost  of  basic  materials,  and  the  uni- 
formity of  building  cotles,  and  the  standardization  of  building  ref]^i- 
lations  and  building  materials,  and  generally  fostering  the  building 
industry,  even  going  into  some  of  the  questions  of  cost  and  financing, 
but  which  would  be  in  no  way  paternal,  where  anyone  might  go  and 
<^ntribute  or  obtain  infonnation,  would  be  a  helpful  thing? 

Mr.  Marshall.  My  mind  is  not  clear  on  that.  My  mind  has  not 
come  to  rest  on  that,  because  I  think  you  have  stated  a  qualification 
that  is  impossible — "  in  no  way  parental."  I  do  not  believe  that  such 
#a  bureau  could  any  more  refrain  from  meddling  than  you  could  stop 
bi-eathing  and  live.  Now,  if  it  could  be  done,  and  could  be  in  no 
way  parental,  the  answer  would  be  "  Yes." 

Sir.  Miller.  We  make  the  same  effort  in  the  Depai'tment  of 
Agriculture,  and  I  have  heard  experts  from  that  department  testify 
fliat  if  all  the  corn  that  is  planted  in  this  country  were  planted  on 
the  same  acreage  >^  now  use,  but  were  plante<l  efficiently,  we  would 
raise  twice  the  crop  of  corn  that  we  do. 

Mr.  Marshall.  Yes;  but  that  is  a  very  different  problem  from 
t'oinp  in  and  meddling  with  a  manufacturer. 

Mr.  MrLLKR.  When  we  are  trying  to  construct  buildings  under  as 
fiianv  different  laws  and  cckIcs  as  we  have  different  cities  and  munici- 
Jollities,  and  manufacturers  are  attempting  to  make  their  goods  con- 
fcinn  to  all  of  tho^'  recinireinents,  it  is  very  expensive. 

Mr,  Marshali^.  Such  information  and  data  should  be  available, 
-in«J  the  constniction  industry  should  have  it  available;  but  whether 
it  should  he  governmental  or  not,  as  I  say^  my  mind  has  not* come 
to  rest  on  the  proposition.  If  I  thought  it  could  be  governmental, 
*ri'l  would  not  l>e  inquisitorial  or  meddling,  I  would  say,  "  Yes";  but 
I  can  not  come  to  believe  that  it  would  not  ultimately  be  one  or  the 
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The  Chairman.  Well,  that  is  an  opinion? 

Mr.  Marshall.  Ye». 

The  Chairman.  We  are  glad  to  have  an  opinion  from  you. 
General. 

Mr.  Marshall.  Yes;  it  is  nothing  in  the  world  but  an  opinion. 
Nobody  can  tell  now  what  it  might  be.  Along  that  line  I  tnink  that 
Congress  can  do  some  very  beneficial  things,  and  can  start,  perhaps, 
by  enacting  a  law  that  every  Federal  department  that  does  a  certain 
class  of  construction  shall  do  it  on  the  same  form  of  contract.  an<l 
shall  have  one  legal  oflSce  where  the  legal  questions  in  connection 
with  it  shall  be  interpreted  for  all  parties  alike,  and  that  that  office 
shall  probably  be  in  the  office  of  the  Comptroller  of  the  Treasury— 
because  a  legal  opinion  is  not  worth  a  cent  unless  the  Comptn>ll«>r  of 
the  Treasury  will  pay  on  it:  so  I  think  that  a  start  in  that  dilu- 
tion could  be  made  perhaps  by  providing  that  all  road  contracts 
shall  be  alike  for  all  departments  of  the  (lovernment.  That  woiiM 
pretty  soon  get  into  the  States,  and  it  would  be  some  tangible  point 
from  which  our  great  engineering  societies  could  deal  with  the 
matter,  and  rub  on  the  rough  edges,  where  now,  T  believe,  there  are. 
all  told,  64  different  bureaus  or  departments,  etc.,  of  the  Governnn^nt 
that  have  their  own  form  of  contract,  and  other  documents.  I  think 
that  some  legislation  along  that  line  would  prove  beneficial,  hut 
whether  to  go.the  whole  route,  as  you  have  just  suggested,  and  set  uj) 
a  bureau  for  standardization  of  contracts,  specifications,  buiklini: 
codes,  etc.,  would  not,  in  the  end,  prove  a  detriment,  I  am  not  clear. 

Mr.  Miller.  As  a  part  of  the  Bureau  of  Standards,  for  instaiKT^ 

Mr.  Marshall.  Perhaps  as  a  part  of  the  Bureau  of  Staudan^. 
yes.  One  of  the  things  that  I  had  to  suggest  to  the  committee  was, 
perhaps,  the  standardization  of  a  single  contract,  if  you  please,  nii 
roads — if  you  do  not  care  to  go  any  further  than  that  now — ami  ^'> 
make  it  mandatory  on  every  Federal  agency  that  has  a  contract  f'T 
roads,  to  use  that  contract  form.  As  it  is  now,  I  think  tliere  are  *'4 — 
I  may  be  wrong  in  my  figure,  but  some  one  said  tliere  were  04 — in  % 
pamphlet  urging  the  formation  of  a  department  of  public  W(»rks. 
that  is  where  the  statistics  on  those  things  are  accurately  tubulattMl. 
I  believe;  and  I  presume  that  every  one  here  is  familiar  with  that. 
The  department  of  public  works  would  do  those  things  that  yon  hnvc 
in  mind  for  a  single  bureau  to  do,  if  such  a  department  were  ej^taU 
lished;  and  I  believe  that  in  such  a  department  '^s  that  it  would  in»t 
become  inquisitory  or  meddling;  but  as  a  separate  bureau,  I  really  ih' 
not  know.  I  can  not  form  a  decided  opinion  on  it.  I  have  In't^n 
unable  to  do  so.  I  have  tried  to,  but  have  been  unable  to  tlo  so.  A 
department  of  public  works  is,  I  believe,  the  single  outslandini: 
consideration,  above  all  others,  for  the  industry  to  take  cogni/aiuv 
of,  when  we  are  thinking  about  the  good  of  the  country  with  resjHvt 
to  construction. 

All  other  things  that  we  talk  about  are  but  a  part  of  that,  I  believe: 
and  that  this  committee,  with  a  strong  indorsement  of  that  idea, 
without  necessarily  going  into  the  details— or,  better  still,  if  it  has 
time,  to  go  into  the  details — would  be  the  largest  contribution  that 
could  be  made  to  the  construction  indu-stry,  as  a  whole,  considering 
all  time.  There  are  other  things  that  it  can  do  that  would  help  for 
the  moment  perhaps  more  than  that  would  help  at  this  immediate 
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juncture;  but  I  think  that  the  department  of  public  works'  idea  is 
the  largest  one  in  the  construction  field. 

The  Chairman.  General,  I  am  sure  that  would  be  of  tremendous 
assistance. 

Mr.  Marshall.  Yes. 

The  Chairman.  But  I  find  this  disposition  on  the  part  of  Members 
of  Congress  in  relation  to  the  subject,  that  it  would  simply  be  adding 
another  tremendous  outlay  of  public  funds ;  that  we  would  have  in- 
numerable bureaus  and  large  salary  lists,  and  whatnot.  The  question 
is:  Is  the  advantage  to  be  gained  by  the  country  worth  the  very  con- 
siderable expenditure?  Perhaps  m  10  years  it  would  amount  to 
J?1.').000.(K)0  a  year,  the  way  those  things  go.  We  had  a  Department 
of  Commerce  and  Labor  whose  budget  was  $7,000,000  a  year.  Xow, 
it  has  been  separated  into  two  departments,  and  I  suppose  the  two 
will  amount  to  $150,000,000  a  year.  You  know,  too,  from  your  obser- 
vation that  we  would  be  continually  digging,  and  everybody  would 
U*  trying  to  add  something  to  it.  At  the  same  time,  I  know  that 
tliere  is  a  great  deal  to  be  siiid,  not  only  from  the  standpoint  of  the 
(iuvernment  itself,  in  that  direction,  but  the  great  advantage  that 
would  be  available  to  this  great  industry,  in  which  there  ard  ex- 
[>ended,  perhaps — well,  I  do  not  know,  but  three  or  four  or  five 
f>iIlion  dollars  a  year. 

Mr.  Marshall.  And  that  is  what  the  Ciovernment  is  for.  Senator. 
It  is  not  for  anvthing  else.  It  is  for  that  purpose,  and  I  think  the 
fart  that  these  departments  have  been  separated  is  one  of  the  reasrms 
for  our  great  prosperity  in  this  country.  I  do  not  think  that  that 
money  is  wasted.  I  believe  that  a  department  of  public  works  would 
^iive  tlie  (iovernmeiit  two  or  three  times  its  annual  appropriation — 
uhntever  it  might  be — in  the  clieapness  with  which  it  would  get  its 
work  done. 

There  will  never  be  any  way  of  measuring  that,  because  it  is  easy 
to  say  that  had  you  done  it  di&erently  it  would  have  been  less.  You 
will  have  no  yardstick  to  measure  it  by  accurately;  but  there  are 
fi'w  contractors  who  want  to  take  a  job  from  the  Government — very 
f»'W  indeed.  As  a  matter  of  fact,  I  am  cognizant  of  a  job  amounting 
to  two  and  a  half  million  dollars,  that  was  let  not  so  very  long  ago, 
•Al»ere  they  could  get  but  three  contractors  to  bid,  and  they  did  not 
»v.int  to  bid:  they  simply  did  it  jis  a  matter  of,  well,  not  exactly  ac- 

•  I  •nimodation,  because  they  put  enough  money  on  for  it  not  to  l»e  an 
;«'iommi)dation,  I  think;  but  that  is  the  state  of  mind  among  con- 
ir  iftors,  and  I  tell  you  it  is  so  that  they  do  not  want  to  bid  on  (iov- 

•  iTiment  work,  and  will  not  bid  on  it,  generally  speaking:  so  that 
".♦■  «'lass  of  contractors  that  flork  to  that  work  is  a  class  who  are 
{.♦•rhup*-  tr>'ing  to  get  a  start — j)erhaps  inexperienced  in  many  ca-es — 
.in* I  when  he  gets  into  a  class  where  he  is  experienced  he  finds  it  more 
!♦»*#, titable  to  turn  to  something  else,  so  again  the  (iovernment  has  the 
'•t)j#T  fellow,  who  is  coming  up,  to  do  its  work:  and  the  savinfr  to  the 
'  ti»verninent,  I  believe,  would  be  many  times  the  amount  of  the  ap- 
propriation made  for  the  support  of  such  a  tlej)artnicnt.     I  believe 

•  tilt  thoroughly. 

Xow,  then*  is  one  j)hase  of  our  national  life  that  pcrh:ip>  Iciri^lntion 

«.  tM  do  sr)me  good  al)Out.     In  New  York  City— in  Manhattan  Island, 

'  .itht»r— I  think  there  are  about  2,fK)().(iO()  pcojih..  and  of  that  -J.OiMi.JMM) 

♦  ''»fjle  about  1.9f)0,0(K)  live  in  apartments.     I  am  guessing  at  tiiese 
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The  Chairman.  I  think  the  population  is  about  2,250,000,  and  I 
do  not  think  that  quite  1,900,000  live  in  apartments;  but  I  guebs  it 
is  about  80  per  cent. 

Mr.  Marshall.  Well,  at  any  rate,  a  large  number  of  them  live  in 
apartment  houses. 

The  Chairman.  Yes. 

Mr.  Marshall.  Most  of  them  rent  their  apartments,  but  most  of 
them  would  like  to  own  them,  if  there  were  any  well-defined  property 
rights  with  respect  to  those  apartments.  Most  property  rights  take 
centuries  to  develop  what  they  really  are ;  they  are  usually  permitted 
to  develop  of  themselves,  and,  of  course,  they  are  steerecl  alon^  the 
lines  of  the  man  who  owns  property  rather  than  the  man  who  wants 
to  own  it  in  part  only.  The  purchase  of  an  apartment  does  not  give 
one  a  property  that  has  any  considerable  borrowing  capacity,  perhaps 
because  of  the  fact  that  the  property  rights  are  not  defined.  Our 
national  life  is  tending  more  and  more  to  the  occupancy  of  apartment 
houses  as  dwelling  places,  and  if  something  can  be  done  toward  de- 
fining property  rights  in  apartments,  so  that  the  purchaser  of  an 
iipaytment  may  have  something  upon  which  he  can  negotiate  a  loan, 
as  upon  other  real  property,  I  think  it  would  be  a  considerable  con- 
tribution to  the  relief  of  the  situation. 

With  respect,  now,  to  railroads  again,  it  has  been  suggested  every 
once  in  a  wliile  that  reciprocal  diemurrage  might  be  a  good  thintr: 
that  if  you  ship  a  carload  of  goods  and  the  railroad  takes  a  week 
longer  to  deliver  it  than  it  should  or  than  it  said  it  would,  why  should 
not  the  railroad  pay  you  $70  for  that  delay,  just  as  you  would  pay 
them  $70  for  keeping  that  car  a  week  longer,  under  their  demurnijre 
rules?  And  pay  it  in  money,  not  in  bookkeeping  exchange.  Now. 
would  that  be  a  prod  to  transportation,  or  would  it  not?  I  do  luit 
know;  I  put  the  question.  Eeciprocal  demurrage  is  a  question  th:it 
bobs  up  every  once  in  a  while.  I  just  put  it  so  that  it  may  not  Ih* 
overlooked  in  the  general  consideration  of  the  subject. 

I  would  suggest  to  the  committee  that  it  call  before  it  Mr.  R.  H. 
Waldo.  I  have  not  consulted  Mr.  Waldo  with  respect  to  this,  but  1 
know  he  has  been  all  over  this  country  conferring  with  people,  more. 
I  believe,  than  any  other  man,  recently,  and  he  is  a  man  of  greni 
analytical  powers,  and  I  think  that  he  could  probably  give  you  a  vie\^ 
of  the  whole  country  that  would  be  well  worth  while  listenmg  t4i. 

Mr.  Miller.  Is  he  located  in  New  York? 

Mr.  Marshall.  Yes;  New  York  City.  I  think  the  City  Club  i^ 
where  he  may  be  found.  I  think  he  started  The  Stars  and  Stripes 
and  was  the  mainspring  in  it — on  the  other  side,  not  on  this  side. 

A  Voice.  What  was  the  capacity  in  which  he  interviewed  all  thei^v 

men  ? 

Mr.  Marshall.  I  am  not  certain;  it  was  in  connection  with  some 

investigation  that  he  is  conducting. 

The  Chairman.  General,  is  there  anything  further  that  you  wish 
to  say  to  the  committee  ? 

Mr.  Marshall.  I  think  not,  Senator. 

The  Chairman.  We  are  very  much  obliged  to  you,  sir. 

Mr.  Marshall.  Not  at  all. 

(Whereupon,  at  1.10  o'clock  p.  m.,  the  committee  adjourned  until 
Friday,  Octol)er  8,  1920,  to  meet  again  at  the  same  place  at  U  oVlo«*k 
a.  m.) 
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FBIDAY,  OCTOBEB  8,   1920. 

United  States  Senate, 
Special  Commititj^on  Reconstruction  and  Production, 

Xew  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  ccmference 
room.  Engineering  Societies  Building,  29  West  Thirty-ninth  Street, 
at  11  oVlook  a.  m..  Senator  William  M.  Calder  presiding. 

Present:  Senator  Calder  (chairman)  and  Messrs.  Franklin  T. 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

FUBTHEB  STATEMENT  OF  MB.  OTTO  H.  KAHN,  1100  FIFTH 

AVENTTE,  NEW  YOBK  CITY. 

Mr.  Meyer.  Mr.  Kahn,  here  are  the  five  recommendations  that  I 
made  to  the  Special  Senate  Committee  on  Reconstruction  and  Pro- 
duction [handing  paper  to  Mr.  Kahn]  ;  I  know  that  you  have  given 
«-onsideration  to  those  recommendations  and,  in  fact,  the  whole  sub- 
ject ;  and  the  committee  would  be  glad^  I  am  sure,  to  have  your  views. 

Mr.  Kahn.  My  views,  on  general  lines,  concur  wholly  with  those 
of  Mr.  Meyer,  and  I  think  he  deserves  great  credit  for  having 
brought  the  thing  forward  and  for  giving  it  his  time  and  his  ener- 

The  four  points  which,  I  think,  bear  materially  upon  the  problem 
and  upon  the  recommendations  relating  to  the  problem  are,  first, 
thrift — nothing  is  more  important,  nothing  is  of  greater  value  to 
the  State,  nothing  is  more  apt  to  bring  out  and  develop  those  very 
virtues  that  we  want  to  encourage  in  the  citizens  of  the  country  than 
the  habit  of  thrift.     But  it  is  astonishing  to  see  how  great  is  the 

•  iiniulative  effect  of  thrift,  and,  in  the  same  way,  how  great  is  the 

•  iimuiative  effect  of  waste.  Perhaps  a  classical  example  of  that  is 
France,  which,  with  all  the  vicissitudes  and  dangers  and  crises  it  has 
undergone  in  its  long  career,  could  hardly  have  remained  what  it  is  if 
it  had  not  been  for  the  big  boom  which  they  always  had  in  the  tradi- 
t!«^>nai  thrift  of  their  people,  going  right  through  the  popidace  from 
tht?  highest  to  the  lowest.  I  know  of  nothing  more  important  than 
t**  encourage  thrift,  especially  at  this  time,  when  we  have  got  to  make 
iTCKKl  the  ravages  of  war — and  the  way  to  make  theni  good  is  to 
iiK^rease  production  and  increase  saving.  I  think  that  will  suffice 
for  the  main  feature  of  this  profx)sition. 
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In  the  same  way  and  on  the  same  lines  I  think  it  is  most  desiral)le 
that  those  of  our  people  who  are  men  and  women  of  small  means 
should  be  encouraged  to  think  that  the  Government  is  paying  all  the 
attention  it  can  to  them,  and  that  any  practice  which  tends  to  make 
them  feel  that  they  are  not  getting  a  square  deal,  as  compared  to  those 
more  well  to  do,  or  that  the  Government  is  not  giving  them  that  at- 
tention which  their  needs  require — any  such  impression  should  be 
combated;  and  it  can  not  be  combated  bv  words,  but  only  bv  acts. 
There  is  no  use  telling  them  you  are  looking  out  for  them  when  at  the 
same  time  you  are  not  looking  out  for  them. 

Now,  the  present  practice  of  dealing  with  the  savings  of  small  peo- 
ple on  the  part  of  the  (jovernment  tends  certainly  to  give  to  people 
of  small  means  the  impression  that  they  are  being  unfairly  treated: 
that  they  are  being  discriminated  against;  that,  on  the  one  hand,  thev 
are  preached  to  about  the  practice  of  thrift,  while,  on  the  other  han<l 
if  they  do  practice  thrift,  they  are  not  getting  a  fair  <leal  for  that 
which  they  have  accumulated  and  which  they  are  bringing  to  the 
Government  to  take  care  of. 

The  thing  which  I  think  the  Government  could  do  and  should  do, 
in  addition  to  giving  the  vei^  utmost  consideration  to  the  people  who 
come  to  it  and  who  intrust  their  savings  to  it  is  to  explain,  by  havinjr 
simple  literature  available,  the  fundamental  theories  of  thrift  and 
even  the  fundamental  theories  of  economics.  In  the  post  offices  there 
should  lie  around  at  the  disposal  of  the  people  some  plainly  under- 
standable simple  literature,  first  of  all  for  the  purpose  of  thritt  propa- 
fanda,  and,  secondly,  for  the  purpose  of  an  explanatory  propaganda, 
[any  of  the  misunderstandings  which  now  prevail  as  to  economic 
matters  could  be  cured  b}^  a  few  simple  words  or  sent^nceas,  available 
for  the  digestion  of  the  common  man  or  the  common  woraaiu  who  in 
the  outlvinff  districts  of  the  countrv  come  and  bring  their  monev  to  the 
Government  to  take  care  of  it.  So  I  see  in  this  matter  both  an  actual 
and  a  moral  as  well  as  an  educational  feature. 

The  third  question  is.  What  ought  to  be  the  rate  of  intei^est  t  Wv 
all  agree,  I  assume,  that  the  present  rate,  which,  as  Mr,  Hoover  figured 
it  the  other  day,  amounts  to  an  average,,  by  and  large,  of  not  much 
more  than  1  per  cent — even  though  it  is  nominally  2  per  cent — that  the 
present  rate  is  unfair.  The  question  is.  What  ought  to  be  the  new 
rate  ?  There  enters  into  the  problem  the  question.  To  what  ext-ent  is 
the  Government  justified  in  goinp  into  a  business  which  will  put  it 
in  competition,  in  a  way — nominally,  anyhow — with  the  sa\nngs 
banks?  Of  course,  it  would  not  be  fair  competition  if  the  Govern- 
ment paid  the  same  rate  that  the  savings  banks  pay,  if  only  for  the 
reason  that  the  savings  banks  have  large  overhead,  rental  charges. 
personnel,  and  all  that  sort  of  thing  to  pay,  whilst  the  Government 
pays  no  rent  and  pays  no  taxes,  and  if  there  are  any  other  charges  to 
pay  at  the  end  of  the  year,  it  is  not  the  Government  that  pavs  them : 
it  is  the  taxpayer  that  pays  them.  Therefore  it  has  got  to  W  Iwrne 
in  mind  that  the  competition  is  not  equal,  if  the  Government  pays  to 
the  depositor  the  same  rate  that  the  savings  bank  pays.  The  Govern- 
ment ought  to  pa}'^  somewhat  less.  Exactly  what  the  rate  should  Ih» 
is  a  matter  for  investigation,  for  conference  with  those  concerned :  it 
is  a  question  to  be  regulated  in  the  light  of  reason  and  of  fairness  and 
in  the  light  of  the  universally  recognized  fact  that  the  savings  banks 
are  a  very  valujirf:)le  feature  of  our  economic  and  social  life  and  must 
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be  preserved,  and  that  nothing  must  be  done  to  drive  the  savings  banks 
out  of  business. 

Roughly  speaking,  and  with  not  much  more  than  a  rough  guess,  I 
should  say  that  it  probably  would  be  a  fair  thing  if  the  rate  were 
fixed  by  the  Government  at  from  one  and  one-hali  to  three-quarters 
per  cent  less  than  what  the  average  savings  bank  in  the  leading  cities 
pays  in  those  territories  to  which  that  rule  would  apply.  The  actual 
|)rocedure  might  be  that  the  Government  would  undertake  to  pay  a 
certain  minimum  rate,  and  in  addition  to  that,  at  the  beginning  of 
every  three  months'  period,  according  to  the  prevailing  money  market 
txmditions,  the  (lovernment  ought  to  announce  what  additional  rate 
it  will  pay  for  the  three  months'  period  ensuing.  Apart  from  the  fix- 
iii«r  of  a  higher  rate,  which  rate,  as  I  say,  must  be  so  fixed  that  it  will 
II' ^t  unduly  and  unfairly  compete  with  the  savings  bank  rate — apart 
truni  that  the  regulations  which  now  prevail  as  to  post-office  deposi- 
tories, wliich  are  unnecessarily  harsh  and  thoughtlessly  harsh,  must 
l't»  revised,  and  every  feasible  and  reasonable  accommodation  must  be 
t:i\en  to  the  depositor,  and  every  encouragement  must  be  given  to 
him,  and  he  must  not  be  scared  awaj'^  by  regulations  that  deal  with 
him  in  a  high-handed  fashion,  as  the  present  regulations  do. 

The  fourth  question  is:  Will  the  savings  bank  suffer  in  case  the 
^rovernment  extends  its  activities  along  the  line  proposed,  and  pays 
a  rate  more  adequate  and  more  fair  than  it  has  paid  heretofore  s  I 
aril  convinced  that  the  savings  bank  would  not  suffer.  It  is  an  old- 
<*stablished  and  well-proven  fact  that  the  creation  of  new  opportuni- 
iiv^  d(H*s  not  interfere  with  existing  legitimate  opportunities.  When 
I  he  Government  made  its  Liberty  loan  drives  there  was  rather  gen- 
tral  api)rehension  that  that  would  lead  to  a  large  dimunition  of  sav- 
iri«rs  bank  deposits,  inasmuch  as  people  would,  it  was  feared,  draw 
their  money  from  the  savings  banks  and  put  it  into  Liberty  bonds. 
No  such  thing  happened.  Again,  when  the  new  subways  were  built 
HI  New  York,  it  was  generally  predicted  that  the  old  subways  would 
sutTer.  but  no  such  thing  happened;  the  creation  of  new  subways 
made  new  subway  riders  and  attracted  a  new  public.  To  cite  a  case 
which  came  under  my  immediate  observation,  the  Metropolitan 
^>j»era,  with  which  I  happened  to  be  connected,  was  subjectecl  to  the 
rom[)etition  of  the  Manhattan  Opera — a  new  concern — and  the  pre- 
\ ailing  feeling:  was  that  there  would  be  a  falling  off  in  the  attend- 
jinc^e  of  the  Metropolitan.  As  a  matter  of  fact,  the  attendance  in- 
<  rense<l,  l)ecause  with  the  enlarged  opportunities  enlarged  interest 
»« i>  rivated.  and  new  opera  goers  were  created.  And  I  think  so  it 
I-  wherever  we  look  at  the  facts  and  experiences.  It  is  an  old  saying 
thjit  the  demand  creates  the  supply,  but  it  is  equally  true  that  the 
>tip[dy  c*reates  the  demand.  I  think  that  is  all  I  have  to  say,  unless 
><Mi  wish  to  ask  me  some  questions?. 

Mr.  Mkyer.  You  haw  covere<l  the  points  briefly,  but  very  com- 
pn»liensiv«*!y,  Mr.  Kahn:  an<l  I  am  sure  it  will  be  helpful  to  have 
\Miir  opinion  in  the  record.    I^*t  me  ask  vou  now  what  is  vour  opinion 

•  •f  the  present  system  of  <lepositing  the  fimds  of  the  postal  vSystem  in 
'►ink'^  as  against  the  iveommendation  to  use  them  for  investment  in 

•  tnvenunent  short-time  paper  under  present  conditions? 

Mr.  Kaiix.  I  think  that  is  a  matter  which  probably  has  to  be  solved 
-'^riiewhat  on  the  lines  of  least  resi>tance.  I  do  not  think  the  regula- 
f:«*n  ought  to  lie  rigid,  one  way  or  another:  I  thyik  it  should  l>e 
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largely  left  to  those  who  may  have  in  charge  the  handling  of  the  en- 
largea  and  improved  postal-savings  system,  how  and  where  they 
ought  to  utilize  their  funds — with,  of  course,  certain  definite  limita- 
tions as  to  their  discretion ;  but  I  think  the  less  rigid  or,  rather,  more 
elastic  you  make  it  the  better  it  will  be. 

Mr.  Meyer.  But  under  present  conditions  it  would  seem  inappro- 
priate to  leave  the  funds  on  deposit  at  2^  per  cent,  would  it  not,  when 
the  Government  is  borrowing  at  6  per  cent  on  short-time  obligations? 

Mr.  KLahn.  It  would  seem  in  appropriate  to  leave  all  the  funds  on 
deposit  at  that  rate,  certainly,  and  it  certainly  ought  not  to  be  re- 
quired, either  by  legislation  or  by  practice,  that  such  funds  should  be 
so  left  on  deposit.  I  think  a  fair  division,  according  to  experience, 
could  be  worked  out.  Some  funds  doubtless  will  have  to  be  left  on 
deposit  with  banks. 

Mr.  Meyer.  For  current  purposes? 

Mr.  Kahn.  Yes;  and  to  meet  current  requirements;  but  I  can  see 
no  good  reason  why  it  should  be  either  a  matter  of  practice  or  of 
legislative  enactment  that  the  funds  entrusted  to  the  Government  for 
savings  purposes  should  be  deposited  with  a  bank  at  any  fixed  rate  or 
at  all,  in  fact,  except  to  the  extent  that  prudent  conduct  of  the  busi- 
ness might  make  that  desirable. 

Mr.  Meyer.  Mr.  Kerlin,  the  director  of  the  postal  savings  system, 
is  here,  Mr.  Kahn,  and  he  will  testify  after  you  have  concluded  vour 
statement ;  but  I  thought  you  miglit  be  interested  to  know  sometning 
that  he  mentioned  informally  in  conversation — that  within  one 
month,  by  a  little  intensive  work,  without  any  expenditure  of  funds 
at  all,  the  postal  savings  in  Boston  recently  were  increased  one  and 
one-half  million  dollars. 

Mr.  Kahn.  Indeed? 

Mr. -Meyer.  Yes.  The  Postal  Savings  System,  of  course,  has  noi 
practiced  energetic  propaganda — and  you  have  pointed  out  the  im- 
portance of  that — and  if  tTuit  were  done  and  a  reasonable  amount  of 
funds  were  placed  at  the  disposal  of  the  Postal  Savings  System  you 
feel  that  the  possibilities  for  a  large  increase  in  deposits  are  ver}- 
great,  do  you  not? 

Mr.  Kahn.  Yes,  I  do ;  I  feel  that  not  only  are  the  possibilities  of  a 
large  increase  in  deposits  very  great,  but  I  feel  that  by  getting  in 
touch  with  depositors  the  (Jovernment  will  be  in  a  position  to  bring 
home  to  those  people  simple  lessons  of  economic  information — simple* 
plain,  and  entirely  nonpolitical  educational  processes — on  matters 
with  respect  to  which  a  vast  amount  of  ignorance  prevails,  because 
those  people  in  the  fur  out-of-the-way  places  have  not  any  oppor- 
tunitv  to  inform  themselves  correctly ;  and  I  think  they  would  take 
the  Government's  information  on  plain  economic  factors  as  some- 
thing that  could  be  believed  in  and  as  something  that  would  have 
no  ulterior  motive  or  purpose.  I  .see  in  the  thing  not  only  a  great 
agency  for  collecting  savings,  but  I  see  in  it  also,  to  a  certain  extent* 
an  educational  agency. 

Mr.  Meyer.  That  is,  a  value  in  its  social  educational  features? 

Mr.  Kahn.  Yes. 

Mr.  Meyer.  Some  bankers,  in  connection  with  this  discussion,  Mr. 
Kahn,  have  urged  that  there  is  no  need  for  expansion  of  the  Po^al 
Savings  System,  because  the  existing  large  banking  organizations, 
with  bond-selling  arrangements  of  an  intensive  character,  think  that 
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they  can  reach  the  small  savingrh  of  the  people  of  the  country  better 
than  such  a  proposition  as  we  have  been  discussing  here.  As  you 
are  experienced  in  the  investment  business,  I  think  it  would  be  of 
advantage  to  have  your  opinion  on  that.  Do  you  think  that  there 
is  a  very  large  number  of  people  over  the  country  who  are  not  suited, 
by  environment  or  by  training  or  by  education,  to  buy  securities,  even 
in  small  denominations? 

Mr.  Kahn.  I  do. 

Mr.  Meter.  Who  do  not  understand  about  such  matters,  and  who 
would  not  save  for  that  purpose  ? 

Mr.  Kahn.  I  do.  I  think  there  is  a  great  difference  between  the 
investment  public  and  the  saving  public.  In  many  ways  the  invest- 
ment public  and  the  saving  public  are  identical ;  but  in  certain  other 
ways  there  is  a  distinct  difference  between  the  man  who  wants  to 
have  a  savings  bank  account  and  the  man  who  wants  to  invest  his 
money. 

The  best  investment  is  subject  to  fluctuation;  the  best  investment 
may  fall  upon  times  where  the  man  who  has  immediate  need  for 
money  can  not  realize  on  it,  except  at  a  heavy  loss;  and  nothing  is 
more  discouraging  to  the  new  saver — to  the  man  to  whom  saving  has 
l>een  preached — than  to  find  that  if  he  wants  money  he  can  only  get 
it  by  taking  a  loss  on  his  investment.  Of  course,  a  savings-l)ank 
deposit  is  worth  a  hundred  cents  on  the  dollar  always,  but  the  best 
investment  is  not  always  worth  a  hundred  cents  on  the  dollar,  com- 
f>ared  to  the  price  which  the  man  paid  for  it,  because  it  is  sul)ject  to 
fluctuation  all  the  time,  which  even  the  most  conservative  and  wisest 
banker  can  neither  control  nor  predict  beforehand.  Therefore,  I 
think  the  investment  feature  of  saving  and  the  savin<jrs-hank  deposit 
feature  of  saving  are  separate  and  ouglit  not  to  be  confounded  one 
with  the  other. 

The  Chairman.  And  of  course,  Mr.  Kahn,  in  line  with  that  state- 
ment, the  fact  that  the  (lovernment's  securities  have  fluctuated,  as 
tliey  have  during  the  past  year  or  two,  has,  in  your  opinion,  tended  to 
dis<Mjuruge  investment  in  that  sort  of  security  on  the  part  of  the  sav- 
iiiir  public,  has  it  not? 

Mr.  Kahn.  \>rv  much  so.  Senator. 

The  Chairman.  So  that  one  could  hardly  hope  to  encourage  the 
fieople  generally  to  put  their  money  into  securities  of  that  character 
.i;ram<,  while  we  might  lie  able  to  show  them  the  great  advantage  of 
putting  their  money  into  a  savings-bank  system,  where  they  could 
isf'i  it  with  accumulated  interest  whenever  thev  wanted  it? 

Mr.  Kahn.  Yes.  Also  there  is  the  menace  that  if  the  man  is  open  to 
approach  by  the  conservative  banker,  who  washes  to  sell  him  the 

•  •••St  kind  of  an  investment,  he  is  also  open  to  approacli  by  tlie  reckless 
[•n»moter,  %vho  wishes  to  sell  him  a  very  much  less  desirable  kind  of 
itivestment,  and  who  may  induce  him  to  put  his  money  into  a  security 
which,  in  its  result  so  far  from  inducing  the  man  to  become  a  perma- 
fi»-nt  saver,  will  induce  him  to  feel  that  there  is  no  use  in  saving,  be- 

•  aiise  he  has  had  the  experience  of  losing  money. 

Mr.  ^Meteb.  The  question  of  protecting  the  people  of  small  means 
a;rainst  swindling  promotions  and  dishonest  schemes  has  occnipied 
vour  attention,  I  assume,  to  some  extent? 

Mr.  Kahn.  Oh,  yes. 

Mr.  Meter.  Along  with  that  of  every  other  banker? 
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Mr.  Kahn.  Yes. 

Mr.  Meyer.  You  agree  that  no  effective  way  has  been  found  to  stop 
it  in  this  country ;  that  it  is  going  on  and  has  been  going  on  at  a  very 
alarming  rate? 

Mr.  £^.HN.  Yes. 

Mr.  Meter.  And  do  you  feel  that  this  method  of  offering  a  fair 
rate  on  the  deposits  of  the  savings  of  the  people  is  about  the  l^st  anti- 
dote for  that  sort  of  thing  that  we  could  offer? 

Mr.  Kahn.  I  think  so — a  fair  rate,  and,  incidentally,  educational 
information,  for  the  people  gradually  will  learn  what  elements  to 
look  to  for  safety  of  investment,  which  I  think  can  easily  be  combined 
with  a  savings  campaign. 

Mr.  Meyer.  If  you  were  educating  people  of  small  means  to  the 
idea  of  taking  care  of  their  money  and  stimulating  the  saving  of 
their  money,  would  not  the  postal-bank  deposit  be  the  simplest  form 
of  transaction  to  teach  them,  as  compared  with  other  forms  of  in- 
vestment ? 

Mr.  Kahn.  Yes:  I  think  so. 

Mr.  Meyer.  And  the  agency  for  that — the  post  office — they  need 
no  education  about  that,  because  they  are  all  familiar  with  it? 

Mr.  Kahx.  Yes. 

Mr.  Meyer.  Do  you  consider  it  desirable,  if  large  amounts  can 
be  raised  by  postal-savings  deposits,  from  the  point  of  view  of  its 
effect  on  the  reduction  of  the  floating  debt? 

Mr.  Kaiin.  Oh,  bv  all  means,  yes.  That  is  one  of  the  elements 
in  your  proposal  which  I  think  is  particularly  interesting  and  as  to 
which  T  feel  very  hopeful. 

Mr.  Meyeij.  The  existence  of  two  and  a  half  billion  dollars  of 
Treasurv  certificates,  paying  6  per  cent,  with  normal  tax  exemption, 
and  useful  in  cori>orations  having  cash  surpluses,  on  account  of  their 
being  counted  as  capital  investment,  tends  to  depress  the  price  of  all 
securities,  in  your  opinion,  or  has  tended  to  do  it— to  raise  the  coA 
of  capital  in  this  country  to  industry? 

Mr.  Kahn.  It  has  undoubtedly  tended  to  a  certain  standard  of 
costliness  of  money  getting,  with  which  other  money  getters  have  to 
combat. 

Mr.  Meyer.  And  in  your  experience  is  business  suffering  from  a 
lack  of  capital  at  present? 

Mr.  Kahn.  Business  is  suffering  from  a  lack  of  liquid  capital; 
yes. 

Mr.  Meyer.  And  an  increase  in  the  savings  of  the  people  would 
have  an  important  effect  upon  the  increase  of  liquid  capital? 

Mr.  Kahn.  It  would  certain  have  in  time  an  important  effect. 
How  immediate  that  effect  would  be  I  could  only  guess. 

Mr.  Meyer.  It  would  be  as  immediate  as  the  capital  that  was 
raised  bv  the  savings  deposits? 

Mr.  Kahn.  Yes. 

Mr.  Meter.  The  question  is  how  quickly  that  could  be  done? 

Mr.  Kahn.  Yes. 

Mr.  Meyer.  I  told  the  committee  I  thought  that  the  reduction 
of  the  floating  debt  would  be  a  very  important  element  in  inci^easing 
the  price  of  Liberty  bonds,  if  it  couhl  be  brought  about  on  a  suffi- 
ciently large  scale.    Do  you  agree  with  that  view,  Mr.  Kahn? 

Mr.  Kahn.   V(-. 
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Mr.  Meyer.  Do  you  wish  to  ask  Mr.  Kahn  anything  further, 
Senator? 

The  Chairman.  No;  I  think  not.  I  have  listened  to  your  ques- 
tions, and  I  think  you  have  covered  the  ground  very  well. 

Mr.  Meyer.  I  am  sure  we  appreciate  your  coming  here  very  much, 
Mr.  Kahn. 

The  Chairman.  Yes.    We  thank  you,  Mr.  Kahn. 

Mr.  Kahn.  Not  at  all.  Senator. 

STATEMENT  OF  MB.  MALCOLM  KERLIN,  DIRECTOR  POSTAL  SAV- 
IHOS  STSTEM,  POST  OFFICE  DEPARTMENT,  WASHINGTON,  D.  C. 

The  Chairman.  Mr.  Kerlin,  how  long  have  you  been  connected 
with  the  Postal  Savings  System? 

Mr.  Kerltn.  Since  the  i5th  of  April. 

The  Chairman.  Of  this  year! 

Mr.  Kerlin.  Yes,  sir. 

The  Chairman.  What  was  your  business  before  that? 

Mr.  Kerlin.  Immediately  before  that  I  was  superintendent  of 
mails  for  Montgomery,  Ward  &  Co.  for  about  two  months.  From 
the  l>t  of  January  until  the  1st  of  March  I  was  connected  with  the 
Bureau  of  Efficiency.  Three  years  immediately  prior  to  that  I  was 
a»istant  postmaster  at  the  citv  post  office  in  Washington.  About  two 
and  a  half  years  before  that  t  was  superintendent  of  registered  mails 
in  the  Post  Office  Department.  For  15  months  prior  to  that  I  was 
:issistant  chief  clerk  of  the  Post  Office  Department.  I  have  been 
«  onnected  with  the  Post  Office  De])artment  since  the  early  part  of 
1 0<  )f>. 

Mr.  Meyer.  In  a  letter  to  Senator  Calder,  I  stated  that  T  thought 
tiie  public  interest  demanded  that  we  authorize  the  payment  of  a 
liirrhor  rate  of  interest  than  the  2  per  cent  now  authorized  by  the 
law.    What  is  your  opinion  on  that,  Mr.  Kerlin? 

Mr.  Kerlin.  My  opinion  is  that  a  higher  rate  of  interest  conld  1>e 
l»:ii<K  without  any  harm  coming  to  the  savings  banks  or  the  national 
banks. 

Mr.  Meyer.  As  a  matter  of  justice,  do  you  not  think  a  higher  rate 
-hoiild  be  paid? 

Mr,  Kerlin.  I  do. 

Mr,  Meyer.  "When  savings  certificates,  at  4  per  cent,  are  being  sold 
in  the  post  office  at  the  same  place  that  2  per  cent  deposits  are  being 
t:iken? 

.Mr.  Kermn.  Yes:  I  think  a  higher  rate  should  Ix*  paid. 

Mr.  Meyer.  Is  there  any  difference  of  opinion  on  that  in  the  de- 
nnrtnient?     Have  vou   discussed  the   matter  with   the   Postmaster 

<  fi'neral? 

Mr.  Kerlin.  That  is  the  only  one  phase  that  the  Postmaster  (ien- 
•  ral  authorized  me  to  speak  to  the  committee  on.  He  sai<l  he  au- 
thorized me  to  sav  to  the  committee  that  h^  was  not  aveise  to  an  in- 
.  r^'jtse  in  the  interest  rate. 

Mr.  Meyer.  Although  he  did  not  say  jis  to  what  rate  of  interest 
\v  thought  should  \w'  paid? 

Mr.  Kerun.  He  did  not.  He  said  that  would  re<|uiie  considerable 
Tivpstigation  and  study,  and  that  he  was  not  pre[)ared  to  answer  tbat 

<  I  nation  at  the  present  time. 
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Mr.  Meyer.  I  think  in  his  letter  to  the  Xew  York  Herald,  in  which 
he  commented  on  Mr.  Hoover's  testimony,  he  intimated  that  it  would 
be  a  very  difficult  thing  to  bring  about.  Did  he  not  mention  that 
there  was  probability  oi  great  opposition  on  that  point? 

Mr.  Kerlin.  Yes,  sir;  and  that  apprehension  on  his  part  was 
based  on  the  difficulty  w^hich  had  been  experienced  in  the  endeavors 
of  the  Post  Office  Department  heretofore  to  obtain  amendments  to 
the  organic  act. 

Mr.  Meyer.  Are  you  familiar  with  the  character  of  that  opposi- 
tion, Mr.  Kerlin  ? 

Mr.  Kerlin.  I  am  not. 

Mr.  Meyer.  Or  the  source  of  it  ? 

Mr.  Kerlin.  I  am  not — only  through  hearsay. 

Mr.  Meyer.  Mr.  Chairman,  may  we  interrupt  at  this  point,  on 
account  of  Mr.  FuUaway  being  present,  to  ask  him  if  he  is  familiar 
with  the  opposition  to  raising  the  rate  of  interest? 

The  Chairman.  Yes. 

Mr.  FuiXAWAY.  Yes ;  I  was  in  the  department  as  assistant  director 
of  the  Division  of  Postal  Savings 

Mr.  Meyer  (interposing).  For  seven  years? 

Mr.  FuLLAWAY.  For  seven  years,  and  during  that  time  the  rates 
on  deposits  were  raised 

Mr.  Meyer  (interposing).  You  sav  the  rates  were  raised? 

Mr.  FuLLAWAY.  I  should  have  said  that  the  hmount  that  might  be 
deposited  was  raised. 

Mr.  Meyer.  The  limit  on  deposits? 

Mr.  Ftjllaway.  Yes. 

Mr.  Meyer.  Was  there  opposition  to  that  ? 

Mr.  Fui^laway.  There  was  some  on  the  fii-st  raise,  from  $500  to 
$1,000. 

Mr.  Meyer.  What  was  the  source  of  the  opposition,  so  far  as  you 
know  ? 

Mr.  Ftjixaway.  The  opposition  at  first  came  from  the  saviii«i^ 
bank  committee  of  the  American  Bankers'  Association,  which  has 
or  had  a  standing  committee  on  postal  savings  bank  legislation. 
They  came  to  Washington  and  consulted  with  the  director  of  the 
system  and  talked  things  over,  and  from  that  time  on  their  opposi- 
tion was  not  so  marked.  They  were  not  opposed  to  it,  yet  they  did 
not  exactly  favor  it.  On  the  second  increase,  from  $1,000  to  $2,500, 
which  came  during  the  war  times,  there  was  no  opposition  to  that, 

Mr.  Meyer.  So  all  the  opposition  to  the  original  bill  or  to  any 
subsequent  amendments  to  the  bill  allowing  larger  deposits,  etc., 
emanated  from  the  savings  banks  of  the  country  or  their  organi- 
zations ? 

Mr.  FuLLAWAY.  The  savings  bank  committee  of  the  American 
Bankers'  Association,  and  I  would  refer  the  committee  to  the  report 
of  the  committee  on  postal  savings  legislation,  which  is  a  part  ot  the 
proceedings  of  the  American  Bankers'  Association,  I  think,  in  1916. 
Their  views  on  the  subject  are  outlined  in  full  in  that  report,  and 
that  will  speak  for  itself. 

Mr.  Meyer.  Have  either  of  you  gentlemen  heard  of  any  opposition 
to  the  development  of  the  Postal  Savings  System,  generally  and 
broadly,  outside  of  the  private-stock  and  mutual-savings  banks  and 
their  organizations? 
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Mr.  Kerlin,  I  have  not. 

Mr.  FuLLAWAT.  I  have  not,  sir. 

Mr.  Meyer.  So  that  all  the  opposition  in  the  past  has  been  from 
that  source? 

Mr.  FuLLAWAY.  Yes. 

Mr.  Meyer.  That  is,  to  its  expansion  and  extension  ? 

Mr.  FULX.AWAY.  Yes;  through  a  fear  that  the  extension  of  the 
Postal  Saving^s  System  would  draw  money  from  the  stock  and  mutual 
savings  banks.  It  was  on  that  fear  that  what  might  be  termed  their 
opposition  was  based. 

Air.  Meyer.  I  see.  Mr.  Kerlin,  the  second  recommendation  I  made 
was  that  the  number  of  post  offices  now  authorized  to  accept  savings 
deposits  be  extended.  On  that  point,  before  you  discuss  it,  I  would 
like  to  say  that  I  understand  perfectly  that  a  number  of  offices  were 
closed  on  account  of  inadequate  business  in  the  offices  to  justify  main- 
taining them ;  but  with  a  higher  rate,  which  you  and  the  department 
agree  ujwn  and  with  the  payment  of  interest,  which  is  another  one 
ox  the  recommendadtions,  for  periods  of  less  than  a  year,  do  you  not 
think  it  would  be  possible  to  extend  the  number  of  offices  very  radi- 
C4illv  in  connection  with  increasi^d  business? 

Mr.  Kerlin.  I  think  it  would  be  possible  under  those  circum- 
stances. 

Mr.  Meyer.  Well,  of  course,  those  were  the  circumstances  I  had  in 
mind. 

Mr.  Kerlin.  Those  are  the  only  circumstances  under  which  I 
would  advocate  an  extension  of  the  system. 

Mr.  Meyer.  I  did  not  put  it  on  the  basis  of  a  criticism  of  the  clos- 
ing of  offices  in  the  past,  because,  imder  the  present  rate  of  interest, 
iind  with  the  onerous  regulations,  I  can  see  how  there  might  not  be 
any  business;  and,  in  fact,  I  think  it  is  surprising  that  there  is  as 
much  business  as  there  is;  but  with  proper  regulations  and  a  fair 
rate,  it  would  be  practicable,  from  a  business  point  of  view,  to  extend 
the  number  of  offices,  would  it  not? 

Mr.  Kerlix.  I  think  it  would:  but  I  do  not  think  it  would  be  pos- 
sible to  extend  the  Postal  Savings  Svst^m  to  25,000  post  offices. 

Mr  Meyer.  Out  of  the  55,000? 

Mr.  Kerlin.  No. 

Mr.  Meyer.  Are  not  45,000  of  them  now  doing  a  money-order  busi- 
ness? 

Mr.  Kermn.  Yes :  in  that  neighborhood :  but  there  are  about  25,000 
post  offices  where  the  postmaster  receives  less  than  $200  compensa- 
tion. That  means  that  the  amount  of  business  which  he  transacts 
during  a  year  doi»s  not  bring  in  as  revenue  $200;  and  those  postmas- 
ters are  not  equipped  mentally  to  transact  the  savings  business. 

Mr.  Meyer.  Do  you  think  they  would  total  25,fK)0  in  number? 

Mr.  Kerlin.  I  have  the  figures  here. 

.Mr.  Meyer.  Then,  you  do  think  that  25,000  might  conceivably  be 
authorize<l  to  handle  postal-savings  deposits,  as  a  l)usiness  proposi- 
tion,  if  it  were  developed? 

Mr.  Kerlin.  Yes:  I  do. 

The  Chairman.  I  have  forgotten  the  number  that  handle  postal 
^divings  now.    What  is  it? 
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Mr.  Kerlin.  Around  6,000  now.  I  can  give  you  the  exact  figures 
in  just  a  few  moments.  There  are  6,314  post  offices  and  branch  sta- 
tions handling  postal  savings  at  the  present  time. 

The  Chairman.  I  have  forgotten  also  how  that  thing  ha^  worked 
out  in  New  York  City.  Do  I  understand  that  all  of  these  branch 
stations  in  New  York  (^ity  have  postal  savings  facilities? 

Mr.  Kerlin.  Yes ;  practically  all  of  the  branch  stations. 

Mr.  Meter.  Mr.  Kerlin,  in  the  money-order  business  the  p4)st- 
master  gets  compensation  on  what  basis? 

Mr.  Kerun.  In  the  money-order  business,  in  the  third  and  fourth 
class  post  offices,  he  gets  3  cents  for  each  money  order  issued. 

Mr.  Meyer.  So  that  some  of  these  people,  above  the  25,000  that 
you  have  in  mind,  who  would  obviously  be  able  to  take  care  of  the 
business,  as  a  matter  of  course,  because  they  are  handling  the  money- 
order  business  now  satisfactorily,  would  be  able  to  handle  postal 
savings  deposits  if  a  reasonable  basis  of  compensation  for  that  work 
could  be  devised  ? 

Mr.  Kerlin.  Yes;  I  believe  that  is  true;  but  it  would  be  veiv 
difficult  of  management.  I  believe  when  the  Postal  Savings  Systeni 
was  first  inaugurated,  back  in  1911  and  1912,  there  was  a  provision 
in  the  law  that  postmasters  of  the  fourth  class  l)e  allowed  one- 
quarter  of  1  per  cent  on  the  interest  paid  depositors;  but  that  was 
found  to  be  so  impracticable 

Mr.  Meyer  (interposing).  So  insignificant? 

Mr.  Kerlin.  Yes ;  so  insignificant  that  it  was  not  adopted,  or  not 
put  into  operation ;  and  no  postmaster  was  paid  under  that  law,  which 
was  repealed. 

Mr.  Meyer.  You  recognize,  however,  that  in  the  meantime  there 
has  been  a  radical  change  in  conditions  and  that  many  communitiet^ 
that  had  no  money  to  deposit  in  those  days  now  have  very  consid- 
erable sums? 

Mr,  Kerlin.  Yes;  but  there  is  another  feature  there  that  must  be 
taken  into  consideration,  and  that  is  at  the  present  time  our  deposit;? 
do  not  come  from  the  smaller  offices ;  in  fact,  72  per  cent  of  the  de- 
posits now  are  in  cities  having  25  per  cent  of  the  population. 

Mr.  Meyer.  I  understand  that  thoroughly.  In  other  words,  the 
deposits  now  only  come  from  rather  untrusting  foreigners — people 
not  educated  to  anything  else? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  And,  of  course,  a  well-educated  American  laborer  will 
not  deposit  his  money  at  2  per  cent,  with  the  regulations  that  you 
now  have.  Let  us  try  to  keep  our  minds  distinguishing  between  the 
operation  of  a  system  with  an  inadequate  rate  of  interest  and  with 
onerous  regulations,  and  the  possibilities  of  a  system  with  a  reason- 
able rate  of  interest  and  with  proper  regulations. 

Mr.  Kerlin.  I  was  coming  to  that,  sir.  That  was  just  a  prelude 
to  the  statement  with  reference  to  the  people  who  patronize  or  who 
(Kmstitute  the  patrons  of  the  fourth-class  office.  A  fourth-class  office — 
one  of  the  25,000  which  I  mentioned — where  the  pay  of  the  post- 
master is  less  than  $180,  is  generally  located  at  a  cross  roads  in  a 
country  grocery  store.  It  is  a  convenience  to  the  farmers  in  the 
immediate  vicinity.  The  farmers  never  were — and  I  doubt  if  they 
ever  will  be — patrons  of  the  postal  savings  system,  for  various  rea- 
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sons.  One  is  that  a  farmer  desires  to  place  his  money  in  a  bank  or 
to  invest  it  in  farms  or  in  cattle.  If  he  places  it  in  a  national  bank 
or  a  State  bank,  he  is  afforded  the  opportunity  of  borrowing  money 
whenever  he  is  in  need  of  it.  He  is  personally  acquainted  with  the 
officers  of  those  banks  and  there  is  no  distrust  on  his  part,  and  he 
feels  that  he  can  go  there  and  get  a  loan  at  any  time  for  the  purpose 
of  moving  his  grain,  for  his  crops,  or  making  any  investment  that 
he  may  want,  which  he  can  not  do  in  a  post  oflSce. 

Mr.  Meter.  But  their  wives  and  children  might  be  able  to  save 
some  money,  that  they  would  not  want  to  put  into  a  bank,  for  the 
purpose  of  using  it  as  a  basis  fgr  credit  or  business? 

Mr.  Kerlin.  I  think  you  will  find  that  the  farmer  would  sway  the 
decision  with  respect  to  the  place  of  deposit  for  hie  family. 

Mr.  Meyer.  I  have  taken  the  matter  up  with  some  oi  the  farmer 
organizations,  and  they  point  with  pride  to  the  postal  savings  system 
as  one  of  the  things  that  they  have  helj)ed  to  bring  about.  The 
National  Grange  was  on  record  as  strongly  advocating  the  establish- 
ment of  it,  in  the  first  place,  and  all  the  people  with  whom  I  have 
<lis<*ussed  the  subject,  in  those  organizations,  are  strongly  in  favor 
of  its  expansion  now.  I  hardly  think  that  they  would  be  so  much 
interested  in  it  if  it  were  of  no  use  to  them  ? 

Mr.  Kerlin.  You  will  find  in  the  rural  districts  that  they  do  not 
patronize  it  and  never  did. 

Mr.  ilETER.  Of  course  they  do  not,  with  a  2  per  cent  rate  of  in- 
terest and  with  the  regulations  that  you  now  have. 

Mr.  Kerun.  Well,  2  per  cent  in  1912  and  1913  was  a  fair  rate  of 
interest? 

Mr.  Meyt:r.  No  ;  it  never  was  a  fair  rate  of  interest.  There  never 
u  .IS  a  time  when  2  per  cent  was  a  fair  rate  of  interest. 

Mr.  Kerlin.  Well,  with  the  absolute  security  of  the  Government 
U'hind  it*  I  do  not  know.  Then,  furthermore,  if  you  put  the  Postal 
Savinirs  System  into  those  small  offices  you  have  got  to  take  into 
tnnsi deration  that  postal  savings  deposits  are  withdrawabh^  on  de- 
mund,  and  that  there  are  absolutely  no  facilities  in  those  small 
toi nth-class  ofiices  for  the  ])rotecti(m  of  funds,  and  they  would  have 
riM  funds  on  hand  out  of  which  to  pay  those  withdrawals,  because 
tliiMr  revenue  which  they  take  in  in  a  whole  year  is  only  a^bout  P2i)i). 

Mr.  Mi:yi:r.  And  their  de|)osits  would  also  be  very  small,  so  that 
^\hile  their  business  is  small  their  requirements  would  be  small  as 

x.ell. 

Mr.  Kkrlix.  But  they  could  not  keep  those  deposits  in  those  offices. 

Mr.  Meyer.  Of  course.  I  understand  that;  but  T  asked  Mr.  Fulla- 
^\:i\\  when  he  was  testifvinir  here,  if  at  anv  time  in  the  seven  vears 
that  he  was  assistant  director  there  had  been  anv  difficulty  in  jret- 
tin^r  funcls  from  the  central  depositing  points  to  the  points  at  which 
withdrawals  were  made,  and  I  believe  you  testified,  Mr.  Fullaway, 
rlial  there  nevenha<l  been  anv  difficulty  in  that  direction  i 

^Ir.  FfLLAWAY.  I  sai<l.  "  no,"  an<l  then  I  niiirht  amplify  that  state- 
iiiHnt  by  .saying  that  during  the  time  that  tlie  war-savings  stamps 
^s»re  on  .^-ale  they  were  financed  throuirh  the  central  accounting  post- 
»i..i*»ter,  which  means  that  the  account injr  .system  of  the  Post  Office 
l^«*pHrtment  is  now  i)as<>(l  u])<m  having  one  postmaster  in  each  county 
^»  ho   i>   known   as  the  central   accounting   postmaster.     The   other 
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offices  are  known  as  nonacconntinfij  offices;  so  that  any  money  com- 
in«:  into  the  very  small  post  office  was  remitted  to  the  main  office 
in  the  county,  and  any  withdrawals  that  were  made  were  paid  with 
funds  obtained  from  the  same  source  through  a  day  or  so  delay. 
In  that  way  the  thing  was  financed. 

Mr.  Meyer.  A  withdrawal  on  demand  might  involve,  in  the  worst 
case — m  other  words,  you  think,  Mr.  Fullaway,  from  your  long  ex- 
perience, a  delay  of  one  or  two  days  at  most? 

Mr.  Fullaway.  Yes;  and  the  law  says  that  the  board  of  trustees 
shall  repay  cm  demand,  under  such  rules  and  regulations  as  they  mnv 
prescribe.  • 

Mr.  Meyer.  So  .you  see  no  difficulty,  from  your  point  of  view,  in 
having  sufficient  fimds  sent  to  a  point  where  there  is  a  withdrawal, 
though  a  large  supply  of  funds  is  not  kept  in  every  small  office? 

Mr.  Fullaway.  Absolutely  not. 

Mr.  Mkyer.  Do  you  not  think  that  is  the  practical  way  of  dealine 
with  that  matter? 

Mr.  Kjjrlin.  To  a  certain  extent,  but  I  do  not  believe  that  you  will 
have  the  same  conditions  prevailing  at  these  small  offices :  that  is  all. 

Mr.  Meyer.  Well,  that  would  be  a  matter  which,  in  an  expanding 
system,  might  be  changed ;  that  is,  if  a  relatively  larger  business  were 
developed  in  some  of  these  smaller  places  on  postal  savings  than  has 
been  developed  in  the  ordinary  course  of  the  mail  and  money-order 
business,  you  might  be  able,  by  paying  a  little  more  money,  which 
the  business  would  warrant,  to  get  a  little  better  man  for  the  job: 
so  that  it  is  not  possible  to  judge  the  future  entirely  by  the  experi- 
ence of  the  past,  because  we  are  looking  forward  to  entirely  different 
conditions  in  the  future ;  is  not  that  so  ? 

Mr.  Kerlin.  Yes ;  I  agree  with  you  on  that.  I  do  not  know  what 
the  developments  will  be,  however,  from  year  to  year.  I  might  say. 
in  connection  with  these  fourth-class  offices,  that  the  regulations  now 
provide  that  an  account  may  be  opened  by  mail  from  any  fourth- 
class  office. 

Mr.  Meyer.  So  that  you  have  already  the  machinery  for  expansion 
along  lines  which  are  mechanically  practicable  if  the  business  were 
to  develop  under  a  higher  rate  of  interest  and  more  reasonable  regu- 
lations ? 

Mr.  KERLIN.  Yes. 

Mr.  Meyer.  I  think.  Senator,  it  is  clear  that  a  number  of  post  offices 
should  be  extended,  and  would  have  to  be  extended,  with  a  higher 
rate  of  interest  and  more  reasonable  regulations.  My  second  recom- 
mendation refers  to  the  extension  of  the  number  of  post  offices.  My 
third  recommendation  suggests  a  change  In  the  regulation  governing 
the  payment  of  interest,  a  regulation  which  I  see,  from  the  Post- 
master General's  letter,  is  made  compulsory  by  the  law  as  it  now 
stands  on  the  books,  that  no  interest  can  be  paid  on  deposits  of  les^ 
than  one  year,  or  for  part  of  a  year,  and  that  that  was  the  opinion  of 
the  Attorney  General  who  was  in  office  at  the  time.  Of  course,  I 
recommend  a  change  in  that  regulation,  or  if  it  involves  a  change  in 
the  law,  then  a  change  in  the  law.  What  is  your  opinion  on  that 
subject,  Mr.  Kerlin? 

Mr.  Kerlin.  I  feel  that  there  would  not  be  any  accounting  reason 
why  you  could  not  pay  interest  semiannually. 
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Mr.  Meyer.  Certainly  there  is  no  justice  in  depriving  people  of 
their  interest  if  their  money  is  in  there  11  months  and  29  days,  for 
instance? 

Mr.  Kerlin.  I  do  not  exactly  like  the  word  "  justice." 

Mr.  Meyer.  Well,  business  justice  I  am  talking  about. 

Mr.  Kermn.  Yes ;  I  agree  with  you  on  that. 

Mr.  Meyer.  Have  you  discussed  that  point  with  the  Postmaster 
General  ? 

Mr.  Kerlin.  No,  sir ;  I  have  not. 

Mr.  Meyer.  But  your  opinion  confirms  that  ? 

Mr.  Kerlin.  It  can  be  done  all  right ;  yes. 

Mr.  Meyer.  How  is  that? 

Mr.  Keri.in.  I  say  it  can  be  done  all  right. 

Mr.  Meyer.  I  see.  Now,  the  investment  of  funds  which  are  de- 
rived from  deposits,  and  that  would  be  derived  on  a  larger  scale,  is 
not  particularly  a  matter  with  which  you  have  concerned  yourself? 

Mr.  Kerlin.  I  would  like  to  say  this,  however,  you  have  got  to 
maintain  liquid  those  funds,  so  that  you  can  make  payments. 

Mr.  Meyeb.  Yes. 

Mr.  Kerijn.  Xow,  I  might  say — I  am  not  an  authority  on  this 
point,  but  I  have  heard  from  reliable  sources  that  in  England  some 
of  the  ]X)stal  savings  funds  were  deposited  or  invested  in  Govern- 
ment securities,  at  the  time  those  securities  were  issued  by  the  English 
Government.  There  was  a  falling  off  in  the  market  value  of  those 
siTurities  and  a  demand  for  the  withdrawal  of  deposits,  and  as  a 
result  the  postal  savings  suffered  a  loss. 

Mr.  Meyer.  Of  course,  unsound  banking  can  be  practiced  in  any- 
thing: but  there  are  ways  to  invest  funds  m  a  liquid  form,  to  a  very 
ereat  extent,  without  having  them  merely  on  deposit  in  other  banks? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  In  other  words.  Treasury  certificates — there  is  an  issue 
payable  on  the  15th  of  September,  there  is  another  issue  nayable  on 
the  15th  of  October,  another  issue  payable  on  the  15th  of  rfovember, 
and  another  issue  payable  on  the  15th  of  December  of  this  year.  You 
would  consider  that  very  liquid,  would  you  not? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  So  that  that  is  one  of  the  wavs  in  which  we  could  in- 
vest  postal  savinffs  deposits? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  On  the  fifth  point  I  suggested  to  the  committee  the 
proprietv  and  advantage  of  giving  postmasters  credit  for  postal 
*<avings  business  in  determining  the  rating  on  which  their  compensa- 
tion is  based.    Have  vou  anv  views  on  that? 

>Ir.  Kerlin.  I  mentioned  a  short  time  ago  that  there  was  a  pro- 
\  Ision  in  the  organic  act  for  that  as  regards  fourth-class  postmasters. 
I  think  at  that  time  on  a  few  accounts  it  was  estimated  that  the  pav 
which  the  fourth-class  postmaster  would  receive  would  he  appi'oxi- 
rnntely  27  cents,  and  there  were  thousands  of  reports  submitted  to  the 
department  in  which  there  would  be  no  payment  to  fourth-class  post- 
manters.  and  it  would  cost  quite  a  sum  of  money  merely  to  ex- 
rimine  and  audit  those  accounts.  In  other  words,  it  would  be  far  more 
**\rM'nHive  to  the  Post  Office  Department 

Mr.  Mkykr  (interposing).  Under  present  conditions? 

Mr.  Keri-in.  Yes. 
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Mr.  Meyer.  But  with  an  enlarged  business  it  might  be  entirely 
different  ? 

Mr.  Kerlin.  It  might  be ;  yes.  I  notice  you  do  not  refer  specific 
cally  to  fourth-class  offices,  but  I  would  not  advocate,  under  any 
conditions,  that  there  be  any  increase  in  pay  to  presidential  post- 
masters. 

Mr.  Meyer.  I  did  not  mention  that,  because  I  understand  their 
pay  is  fixed  now? 

Mr.  Kerlin.  Yes.  Well,  the  fourth-class  postmaster's  pay  is  fixed, 
too,  on  a  percentage  basis. 

Mr.  Meyer.  Nevertheless,  it  is  not  fixed,  because  it  fluctuates  with 
the  amount  of  business  in  the  office? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  And  certainly  I  think  that  postal  savings  business 
should  be  counted  as  part  of  the  basis  of  compensation.  Do  you 
agree  on  that? 

Mr.  Kerlin.  Yes. 

Mr.  Miller.  Have  you  any  idea  as  to  the  amount  it  is  costing  the 
Government  to  maintain  the  savings-stamp  business? 

Mr.  Kerlin.  The  war  savings? 

Mr.  Miller.  Yes. 

Mr.  Kerlin.  No,  sir;  I  have  not. 

Mr.  Meyer.  What  did  you  say,  Mr.  Miller? 

Mr.  Miller.  1  inquired  as  to  the  expense  of  maintaining  the  war- 
savings  stamp  business. 

Mr.  Meyer.  The  Director  of  Savings,  of  the  Treasury  Depart- 
ment, told  me  they  were  spending  about  a  million  dollars  a  year. 
Mr.  Kerlin,  if  you  had  had  a  million  dollars  a  year  to  spend  in 
stimulating  the  'Postal  Savings  System,  you  would  have  been  able  to 
accomplish  a  great  deal,  would  you  not? 

Mr.  Kerlin.  We  certainly  would.  We  have  had  no  fimds  for 
publicity  whatever. 

Mr.  Meyer.  If  you  had  had  funds,  in  a  reasonable  way,  at  your 
disposal  to  stimulate  the  thrift  activities  of  the  people,  would  you 
have  been  able  to  increase  your  deposits? 

Mr.  Kerlin.  Yes,  sir;  we  would. 

Mr.  Meyer.  What  leads  you  to  think  so? 

Mr.  Kerlin.  Because  they  have  occasionally  in  the  past  made  a 
limited  campaign,  by  the  distribution  of  circulars  which  have  been 

grinted  in  the  Government  Printing  Office  at  Washington,  and  there 
as  been  a  distribution  of  those  circulars  through  the  money-order 
window  when  applications  were  received  for  international  money 
orders,  indicating  that  the  remitter  was  sending  his  money  to  the 
old  country;  they  would  be  handed  out  a  circular,  printed  in  the 
appropriate  language,  bringing  to  the  attention  or  that  foreigner 
the  Postal  Savings  System.  There  has  been  distributed  to  houses 
in  the  foreign  communities  or  colonies  in  some  of  the  cities  litera- 
ture printed  in  forei^  languages,  and  the  postal  savings  deposits 
have  increased  following  that  distribution ;  so  it  is  quite  certain  that 
if  there  were  any  great  degree  of  publicity,  or  even  a  fair  degree  of 
publicity,  there  would  be  a  considerable  increase  in  the  postal 
savings. 

Mr.  FuLLAWAY.  I  rather  take  exception  to  the  statement  that  the 
Postal  Savings  System  had  no  funds  fbr  publicity.    They  had  an 
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appropriation  the  first  year  of  $100,000,  and  I  think  that  was  con- 
tinued for  several  years  subsequently,  when  it  was  reduced  to  $75,000, 
and  I  believe  it  is  now  $25,000  or  $50,000. 

Mr.  Kerlin.  Well,  that  is  not  used  for  printing? 

Mr.  FuLLAWAY.  I  beg  pardon ;  I  should  correct  you  there.  It  was. 
I  know  that  I  spent  the  money.  We  sent  out  millions  of  circulars,  in 
•24  foreign  languages  and  in  English,  and  millions  of  postal  cards, 
all  of  which  was  paid  for  out  of  the  postal  savings  appropriation  and 
<iisseminated  through  the  agency  of  postmasters,  who  reached  the 
oflirers  of  organizations  composed  of  foreign  people. 

Mr.  Kerlin.  But  you  did  not  do  that  within  the  last  three  years? 

Mr.  Fixi^wAY.  On,  yes;  but  not  during  the  war. 

Mr.  Kerun.  Well,  that  is  within  the  last  three  years. 

Mr.  FuLiJiwAY.  No;  not  during  our  participation  in  the  war. 

Mr.  Kerlin.  We  entered  the  war  in  the  early  part  of  1917. 

Mr.  FuiJJiWAY.  We  entered  into  no  competition  with  the  Treasury 
Department  during  the  war. 

Mr.  Meyer.  Of  course,  it  was  during  the  last  three  years,  perhaps^ 
tliat  the  most  might  have  been  accomplished,  if  anytning  had  been 
clone  to  stimulate  it,  which  leads  one  to  the  inierence  that  Mr.  Kerlin 
has  in  mind,  that  if  something  were  done  a  great  deal  more  might  be 
accomplished. 

Mr.^iLLER.  The  Government  is  spending  a  million  or  more  in  pro- 
moting these  thrift  stamps  and  other  savings  issues,  with  the  result 
that  the  returns  are  diminishing? 

Mr.  Meyer.  Yes ;  showing  the  unpopularity  of  that  form  of  invest- 
ment. 

Mr.  Miller.  The  object  of  the  committee  is  to  increase  thrift. 

Mr.  Meyer.  Yes. 

Mr.  Miller.  And  therefore  I  want  to  draw  the  committee's  atten- 
tion to  the  fact  that  if  that  money  were  spent  in  this  direction  it 
would  promise  better  results. 

Mr.  Kerlin.  The  postal  savings  and  war  savings  stamps  in  a  vast 
majority  of  the  post  offices  are  handled  at  the  same  window ;  and  in 
the  last  two  or  three  months  there  have  been  deposits  in  the  postal 
.savings  of  from  twelve  to  fifteen  million  dollars,  while  the  sale  of 
war-savings  stamps,  practically  through  the  same  agency,  has  been 
around  three  or  four  million  dollars. 

Mr.  Mkykr.  It  was  two  and  a  quarter  million  dollars  for  the  month 
if  August. 

Mr.  Kerijn.  Well,  I  do  not  know  the  exact  figures. 

Mr.  Meyer.  And  for  the  month  of  July  about  the  same:  so  that 
your  judgment  is,  Mr.  Kerlin,  is  it  not,  triat  the  postal  savings  de- 
jKisit  is  a  more  popular  thing,  even  under  the  present  unfavorable 
rale  of  interest  and  the  onerous  regulations,  than  the  wjir  savings 
certificates  f 

Mr.  Kerlin.  Yes,  sir;  but  I  do  not  think  the  department  can  very 
well  change  the  regulations. 

Mr.  Meyer.  You  mean  that  they  are  obligatory,  by  law  ? 

Mr.  Kerlin.  Yes. 

Mr.  Mkyer.  We  have  been  cognizant  of  that. 

Mr.  Kerlin.  I  have  some  figures  here  which  might  Iw  of  interest 
t4*  the  committee.     We  took  from  representative  post  offices  5,500 
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accounts  and  had  those  accounts  analyzed  for  the  purpose  of  seeing 
how  many  of  them  were  paid  within  one  month  from  the  time  the 
deposit  was  made.  One  thousand  and  sixty-four  accounts,  or  20.67 
per  cent,  were  closed  inside  of  a  month.  I  can  give  you  those  fijruix> 
for  six  months  and  for  a  year.  Now,  there  were  withdrawn  inside 
of  a  year  71.33  per  cent  of  those  accounts  which  were  opened :  so  yun 
see  that  the  deposits  we  have  received  have  not  been  made  with  the 
prime  object  of  receiving  interest. 

Mr.  Meyer.  Apparently  you  are  using  the  post  office  as  a  ?afe 
deposit  for  temporary  purposes? 

Mr.  Kerlin.  I  was  informed  by  the  postmaster  at  Boston  a  month 
ago  that  at  Kevere  Beach  they  had  instances  where  people  would 
po  there,  place  their  money  in  the  postal  savings  window,  go  in  bath- 
mg,  and  upon  coming  out  from  bathing  withdraw  their  money  fnmi 
the  postal  savings. 

Mr.  Meyer.  At  least  that  proves  that  they  regard  it  as  a  safe 
place. 

Mr.  Kerlin.  Absolutely  safe,  yes;  but  we  used  the  word  in  some 
of  our  advertisements  in  Boston — that  the  postal  savings  was  the 
safest  and  best  depository.  The  banks  all  complained  bitterly  and 
asked  us  to  modify  the  word  "  safest,''  as  it  was  injuring  their 
business. 

Mr.  Meyer.  Did  they  offer  you  any  evidence  to  prove  that  i 

Mr.  Kerlin.  Well,  it  would  have  been  a  very  difficult  thing  to  find 
evidence  to  disprove  it  in  Boston  at  the  present  time,  because  there  is 
a  distrust,  whether  well  founded  or  not  I  am  not  in  position  to  sav. 
of  all  savings  institutions,  due  to  the  fact  that  Ponzi  collapsed  m 
August  and  some  six  savings  banks  or  institutions  have  dosed  their 
doors. 

Mr.  Meyer.  What  was  the  eifect  of  that  on  the  postal  savings  de- 
posits in  Boston? 

Mr.  Kerlin.  The  effect  on  the  postal  savings  in  Boston,  followinir 
Ponzi's  collapse,  was  probably  brought  about  to  a  certain  extent 
through  a  campaign  which  we  started  there  by  writing  letters  tn 
industries,  commercial  houses,  putting  up  placards  in  fraternity 
houses  of  foreigners,  and  distributing  circulars  in  foreign  coloniob. 
That  raised  the  deposits  in  Boston  around  $600,000  in  the  month  of 
September,  and  since  the  middle  of  August,  I  would  say,  the  total 
increase  has  been  about  a  million  and  a  half  of  dollars;  but  that  hub 
been  reflected  bv  w' ithdrawals  from  the  banks. 

Mr.  Mey^r.  In  your  opinion  is  it  not  true  that  the  money  would 
have  been  wtihdrawn  from  the  banks  anyway,  and  that  the  Postal 
Savings  System  has  received  monej^  wliich  otherwise  would  have 
been  hoarded,  on  account  of  the  same  conditions  that  caused  them  t(» 
withdraw  the  money  ? 

Mr.  Kerlin.  A  majority  of  it  would  probably  have  been  vritii- 
drawn  from  the  banks  anyliow ;  yes. 

Mr.  Meyer.  And  hoarded? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  So  you  served  a  useful  purpose  in  a  period  of  dis- 
tress by  restoring  to  circulation  coin  and  currency  that  in  any  event, 
would  have  been  withdrawn  from  the  banks  in  a  period  of  general 
distress? 
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Mr.  Kerun.  Yes;  but  I  do  not  think  that  if  you  raise  the  interest 
rate  very  materially,  or,  we  will  say,  1  per  cent,  that  you  will  induce 
from  hoarding  or   from   hiding  places  more   than   $2(),()()0,000   to 
$25,(KK),(X)0, 
Mr.  Meyer.  Well,  that  is  only  an  opinion,  is  it  not  ? 
Mr.  Kerlin.  Yes;  it  is  an  opinion. 

Mr.  Meyer,  l^pon  what  experience  do  you  base  that  opinion? 
Mr.  Kerlin.  I  base  that  opinion  upon  the  showing  which  we  have 
that  the  postal  savings  are  not  patronized  at  the  present  time  from 
the  standpoint  of  the  interest;  they  are  patronized  now  entirely 
from  a  security  standpoint.  I  do  not  believe  that  there  would  be  that 
imich  money  brought  out  of  hiding. 

Mr.  Meyer.  Mr.  Kerlin,  I  think  that  is  a  very  debatable  point, 
and  I  doubt  very  much  if  anyone  of  us  is  competent  to  form  an 
opinicm  on  it.  It  might  interest  you  to  know,  for  instance,  that  a 
jrentleman  whom  I  met  the  other  day,  having  noticed  merely  in  the 
newspapers  the  discussion  of  the  desirability  of  depositing  money,  or 
rather  of  not  carrying  such  large  amounts  on  his  person  or  keeping 
it  in  his  home,  released  $600  as  a  result  of  that.  Now,  it  does  not  take 
many  $C(X)  to  make  a  great  deal  of  money,  stretched  out  o\'er  this 
country.  I  think  I  gave  a  figure  of  $250,0()(),0()()  that  might  be  with- 
drawn from  personal  holding — I  do  not  mean  that  it  has  to  be 
hoarded  as  a  miser  hoards  his  money — and  I  think  that  is  a  very 
low  estimate.  Now,  you  think  $ti5,0(K),0()0  would  be  more  nearly  the 
figure? 
Mr.  Kerwn.  Yes. 

Mr.  Meyer.  I  do  not  believe  either  of  us  could  tell  until  we  knew 
what  was  going  to  happen.  The  mere  fact  that  people  would  become 
interested  in  the  Postal  Savings  System  on  a  larger  scale  if  they 
would  once  open  an  account,  and  would  find  less  occasion  to  hold 
their  money,  would  operate  to  increase  the  deposits  a  great  deal,  I 
lK?lieve.  I  had  a  letter  from  a  place  in  Maine,  where  they  had  no 
bank  at  all  and  where  there  is  no  postal-savings  facilities,  and  where 
the  amounts  carried  about  by  the  people  were  reported  to  be  very  ex- 
trar>rdinarily  large  for  a  small  place.  I  think  that  undoubtedly 
s^>me  of  that  kind  of  money  would  be  released. 

ilr.  Kerlin.  Do  you  not  believe,  Mr.  Meyer,  that  people  to-day 
are  carrying  more  money  on  their  persons  than  they  dicf,  say,  five 
years  ago? 

Mr.  Meyer.  Oh,  yes;  I  do. 
Mr.  Kerlin.  Even  the  common  workman? 

^f  r»  Meyer.  Yes ;  but  many  of  them  are  in  places  where  there  are 
no  Imnks  at  all. 

Mr.  IvERLiN.  The  man  in  the  middle  walks  of  life  and  (he  rich  man, 
th**y  all  carry  more  money  in  their  pockets  to-day  than  ever  before. 
Mr.  Meyer.  Yes;  and  I  think  that  is  one  wav  to  reduce  the  carrv- 
in^r  of  m<mev  in  the  pocket,  because  there  are  places  where  postal- 
savings  facilities  would  l>e  very  convenient,  where  there  are  no  other 
wtving3  facilities  at  all.  Mr.  ^ulloway  calls  my  attention  to  the  fact 
tb.il  money  orders  in  one  year,  drawn  to  the  order  of  the  Ix^arer, 
.iniotinted  to  $S,()(M),(KK)  alone,  and  that  is  a  very  extraordinary  way 
to  in  vest  money. 

Mr.  Kerlin.*  What  year  was  that? 
Mr.  FrLUjwAT.  1908. 
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Mr.  Kerlin.  That  was  before  the  advent  of  the  Postal  Savings 
Svstem  ? 

Mr.  Meyer.  The  Postal  Savings  System  has  not  advented  very 
much  yet,  Mr.  Kerlin.  We  want  to  make  it  advent.  The  condition 
that  you  called  attention  to  in  Boston  is  mentioned  in  President 
Roosevelt's  message  to  Congress  on  December  3,  1907,  just  after  the 
panic  of  1907,  in  which  he  commends  to  the  favorable  consideration 
of  Congress  the  Postal  Savings  Bank  System  as  recommended  by 
the  Postmaster  (leneral.  He  goes  on  to  say  that  "  the  primary  object 
is  to  encourage  among  our  people  economy  and  thrift,  and  by  the  use 
of  postal  savings  to  give  them  an  opportunity  to  husband  their 
resources,  particularly  those  who  have  not  the  facilities  at  hand  for 
depositing  their  money  in  savings  banks." 

Then  he  goes  on  to  say,  "  Viewed,  howev^er,  from  the  experience  of 
the  past  few  weeks,  it  is  evident  that  the  advantages  of  such  an  in- 
stitution are  still  more  far-reaching.  Timid  depositors  have  with- 
drawn their  savings  for  the  time  being  from  national  banks,  trust 
companies,  and  savings  banks;  individuals  have  hoarded  their  cash 
and  the  workmen  their  earnings,  all  of  which  money  has  been  with- 
held and  kept  in  hiding,  in  the  safe-deposit  box,  to  the  detriment  of 
prosperity.  Through  the  agency  of  the  postal-savings  bank  such 
money  would  be  restored  to  the  channels  of  trade,  to  the  mutual  bene- 
fit of  capital  and  labor."  In  other  words,  the  condition  which  im- 
pelled him  to  make  a  recommendation  which  led  to  the  establishment 
of  the  svstem  repeats  itself  in  Boston  this  year  ? 

Mr.  Iverlin.  Yes. 

Mr.  Meyer.  A  wider  and  more  extensive  Postal  Savings  System 
would  serve  such  a  purpose  much  more  effectively  than  the  restricted 
institution  or  system  that  we  now  have,  would  it  not? 

Mr.  Kerlin.  The  President,  in  that  letter  there,  stated  that  it  was 
**  temporarily  withdrawn." 

Mr.  Meyer.  Yes;  that  is,  withdrawn  from  any  depository  at  all. 

Mr.  Kerlin.  Of  course  that  has  an  effect  upon  those  savings  banks, 
to  temporarily  withdraw  it. 

Mr.  Meyer.  But  as  vou  stated  vourself  the  monev  would  be  with- 
drawn  anyway  from  the  savings  banks  in  periods  of  distress? 

Mr.  Kerlin.  It  would :  but  it  would  find  its  wav  back  a<;ain. 

Mr.  Meyer.  But  if  it  is  kept  in  hiding  for  several  months  it  is  a 
very  serious  drain  on  the  currency  of  the  country;  whereas  if  it  i> 
restored  to  circulation  through  the  medium  of  a  well-developed  Vi^- 
tal  Savings  System  it  would  not  be  a  detriment? 

Mr.  Kerlin.  No;  but  I  venture  the  suggestion  that  if  the  deposi- 
tors in  savings  banks  in  Boston  had  not  become  apprehensive  or  the 
safety  of  their  money  and  withdrawn  it  from  those  banks  then* 
would  not  have  been  six  banks  close  their  doors. 

Mr.  Meyer.  The  existence  of  the  Postal  Savings  System  did  n«»t 
cause  their  apprehension,  however? 

Mr.  Kerlin.  Not  by  any  means. 

Mr.  Meyer.  Tliey  became  apprehensive  because  one  or  two  institu- 
tions were  closed  ? 

Mr.  Kerlin.  Yes. 

ilr.  Meyer.  And  because,  perhaps,  upon  inquiry,  they  thought 
their  ai)j>rehensions  were  warranted? 
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Mr.  Kerlin.  Yes. 

Mr.  Meyer.  The  banking  department  of  the  State  of  Massachu- 
setts closed  those  institutions^  not  on  account  of  the  apprehensions 
of  depositors,  but  on  account  of  the  conditions  of  those  banks;  is 
not  that  right? 

Mr.  Kerlin.  It  is. 

Mr.  Meyer.  Therefore,  how  has  the  Postal  Savings  System  any- 
thing to  do  with  it  except  that  it  serves  aa  a  safe  place  to  keep  the 
nionejr  of  those  depositors  who  determined  to  withdraw  it  because 
of  their  apprehension  of  the  safety  of  other  institutions? 

Mr.  Kerlin.  Well,  probably  none;  but  the  money  has  come  out 
of  those  savings  banks. 

Mr.  Meyer.  Well,  it  would  have  come  out  anyway,  you  agretf ? 

Mr.  Kerlin.  I  agree  that  the  majority  of  it  would  have  come  out 
anvhow ;  yes.    There  is  no  question  about  that. 

Mr.  Meyer.  Then,  I  do  not  think  there  is  anything  more  to  the 
point,  is  there,  Mr.  Kerlin  ? 

Mr.  Kerlin.  Well,  it  seems  to  me  as  if  you  are  encroaching  upon, 
if  you  are  not  entering,  the  domain  of  legitimate  private  enterprise 
when  you  go  too  far  with  the  Government  savings  bank. 

Mr.  Meyer.  Do  you  think  it  is  encroaching  on  anybody  to  offer 
people  who  are  worried  about  their  savings  a  place  where  they  can 
feel  perfectly  safe,  where  otherwise  they  would  simply  withdraw 
Che  money  and  hoard  it? 

Mr.  Kerlin.  No  ;  I  do  not. 

Mr.  Meyer.  Well,  that  is  all  that  has  happened,  according  to 
your  statement  and  mine,  so  that  there  is  no  encroachment  after  all. 
Nol>ody  is  urging  that  it  is  an  encroachment. 

The  Chairman.  Mr.  Kerlin,  do  you  think  there  was  much  with- 
drawal from  the  postal  savings  funds  on  the  part  of  foreigners  to 
buv  Liberty  bonds  during  the  war! 

^^^.  Kerlin.  Yes,  sir;  there  was;  that  was  reflected  in  the  with- 
drawal— we  have  statements  from  the  postmasters  showing  that.  I 
wan  assistant  postmaster  at  Washington  at  that  time,  and  the  postal 
savings  came  under  ray  supervision,  and  the  sale  of  Liberty  bonds 
was  conducted  under  my  supervision.  We  had  many  a  case  where  a 
foreigner  would  withdraw  his  postal  savings  funds  and  invest  them 
in  LiWrty  bonds. 

Mr.  ^fEYER.  That  is  a  good  thing,  of  course,  but  what  does  it 
prove  ? 

The  Chairman.  I  was  just  wondering  to  what  extent  that  existed. 
To  quite  an  extent,  was  it? 

Mr.  Keri-in.  We  could  not  say  to  what  extent  it  existed,  Mr.  Calder. 

The  Chairman.  Have  you  had  any  expression  of  opinion  from  for- 
ei^rners  on  the  fact  that  tlie  sale  value  of  their  Liberty  bonds  has  gone 
down? 

Mr.  Kerlin.  Xo:  that  would  not,  naturally,  come  to  us. 

The  Chairman.  Do  you  know  whether  or  not  they  have  thrown 
ehem  on  the  market  when  they  have  found  they  have  dej)reciated  in 
talue? 

Mr.  Kerun.  I  do  not. 

Tlie  Chairman.  It  is  a  fact  that  in  thes<»  recent  months  the  for- 
f-ipier  who  has  been  depositing  in  your  Postal  Savings  Svhtom,  and, 
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in  fact,  your  depositors  generally,  have  deposited  in  the  postal  sav- 
ings rather  than  buying  tne  war  savings  stamps? 

Mr.  Kerlin.  Yes.  I  may  say  this,  that  I  do  not  think  the  postal 
savings  is  patronized  by  exactly  the  same  class  of  people  as  the  ^var 
savings.  I  think  the  war  savings  attract  a  little  different  class  of 
investors.  The  postal  savings  get  more  from  the  laboring  people— 
the  wage  earners. 

Mr.  Meyer.  Mr.  FuUaway,  you  left  the  department  in  Februarj'i 

Mr.  FuLLAWAY.  Yes. 

Mr.  Meyer.  You  were  in  close  contact  with  its  operation.  Let  me 
ask  you  how  much  do  you  estimate,  if  you  have  any  estimate  in  your 
mind,  was  invested  in  Liberty  bonds  that  was  witharawn  from  postal 
savings? 

Mr.  FuLLAWAY.  Withdi'a wn  from  postal  savings  ? 

Mr.  Meyer.  Yes. 

Mr.  FuLLAWAY.  There  was  some,  but  after  the  intensive  drives 
were  over,  the  money  very  largely  came  back. 

Mr.  Meyer.  I  see. 

Mr.  FuLLAWAY.  I  think  I  stated  that  in  my  testimony  formerly. 

Mr.  Meyer.  The  published  reports  of  the  Postmaster  General  only 
cover  operations  up  to  June  30,  1919.  Have  you  any  figures  since 
then,  Mr.  Kerlin  ? 

Mr.  Kerlin.  I  have  some  figures  since  then ;  yes. 

Mr.  Meyer.  What  are  the  deposits  now  ?  « 

Mr.  Kerlin.  The  deposits  now  are  approximately  $159,000,000. 

Mr.  Meyer.  As  of  what  date  is  that  ? 

Mr.  Kerlin.  That  was  September  30. 

Mr.  Meyer.  And  have  you  any  record  of  the  profits  made  by  the 
department  from  the  operation  of  the  system  since  it  began  ? 

Mr.  Kerlin.  I  have,  up  to  June  30, 1919. 

Mr.  Meyer.  What  are  those  figures  ? 

Mr.  Kerlin.  The  total  profit  made  was  $4,057,000,  in  round  figures. 

Mr.  Meyer.  Is  that  net  profit,  after  deducting  losses  in  the  bMBgin- 
ning? 

Mr.  Kerlin.  Over  nine  years ;  yes. 

Mr.  Meyer.  What  were  the  total  gross  profits  before  deducting 
losses  or  expenses  ? 

Mr.  Kerlin.  I  will  have  to  make  a  computation  here.  It  was 
$3,300,000,  in  round  figures. 

Mr.  Meyer.  So  that  the  total  figures  of  the  profits  would  have  been 
in  the  neighborhood  of  seven  to  eight  million  dollars? 

Mr.  Kerlin.  Oh,  no.     Did  I  say  $3,300,000 1 

Mr.  Meyer.  Yes. 

Mr.  Kerlin.  That  was  the  net  profit. 

Mr.  Meyer.  I  thought  you  said  the  net  profit  was  over  $4,000,000? 

Mr.  Kerlin.  Yes;  but  the  losses  were  very  small.  The  years  in 
which  losses  were  sustained  amounted  to  about  $700,000. 

Mr.  Meyer.  Then  the  gross  profit  was  $4,067,000,  and  the  losses 
about  $700,000,  and  the  net  profit  $3,300,000? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  What  was  the  net  profit  for  the  year  1919  ? 

Mr.  Kerlin.  The  net  profit  for  that  year  was  $1,616,000. 

Mr.  Meyer.  And  what  was  the  net  profit  for  the  year  1920,  ending 
June  30? 
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Mr.  Kerijn.  We  have  not  figured  that  up  yet. 

Mr.  Meyer.*  You  have  not  fibred  that  up  yet  ? 

Mr.  Kerlin.  No  ;  the  accounts  for  June  are  not  all  audited. 

Mr.  Meyer.  Have  you  an  estimate  of  that  ? 

Mr.  Kerlin.  No,  sir;  I  have  not. 

Mr.  Meyer.  What  other  figures  have  you  brought  with  you  that 
you  think  would  be  interesting  to  the  committee,  Mr.  Kerlin? 

Mr.  Kerlin.  I  might  make  one  further  statement  on  that  net 
profits.  That  does  not  include  any  expense  on  the  part  of  the  Treas- 
urv'  Department  in  auditing  Postal  Savings  accounts. 

Mr,  Meyer.  Any  expense  in  what? 

Mr.  Kerlin.  On  the  part  of  the  Treasury  Department  in  auditing 
the  postal  savings  accounts. 

Mr.  Meyer.  That  thev  have  to  do  anyway  ? 

Mr.  Kerlin.  Yes.  That  is  estimated  to  be  around  $75,000  to 
$KK),()()0. 

Mr.  Meyer.  Now,  what  other  figures  have  you  brought  with  you 
that  you  think  would  be  interesting  to  the  committee? 

Mr.  Kerlin.  I  have  here  a  statement  of  comparative  deposits,  with- 
drawals, and  balances  by  years,  from  the  beginning  of  the  service. 

Mr.  Meyer.  Are  you  prepared  to  leave  those  with  us  as  exhibits? 

Mr.  Kerlin.  I  will  be  glad  to  leave  with  you  or  to  furnish  you  with 
anvthing  that  you  may  request. 

Xlr.  Meyer.  "Well,  1  think  some  of  these  reports  that  you  have 
would  be  interesting  for  the  record.  You  prepared  these  to  leave 
with  the  committee,  did  you  ? 

Mr.  Kerlin.  No;  I  just  prepared  this  as  a  matter  of  reference. 

Mr.  Meyer.  Well,  could  you  leave  these  here,  so  that  we  might 
have  for  the  record  such  items  as  may  seem  of  interest  to  the  com- 
mittee and  pertinent  to  this  inquiry  ? 

Mr.  Keri^in.  Yes.  There  are  one  or  two  memorandums  here  that  I 
would  like  to  withdraw,  because  I  do  not  think  they  are  of  any 
value  to  vou. 

Mr.  ^^EYER.  I  will  take  very  good  care  of  these,  and  return  them 
Ui  von. 

Jlr.  Kerlin.  I  will  detach  some  of  these,  and  let  you  have  the  rest 

of  them. 

Mr.  Meyer.  Very  well. 

Mr.  Kerlin.  Now,  there  was  an  item  in  the  annual  report  for 
last  year  which  might  be  misconstrued,  and  that  is  the  listing  of 
offices  by  States,  transacting  postal  savings  business.  According  to 
the  report,  there  are  no  offices  at  which  no  business  was  transacted ; 
but  that  report — and  I  think  Mr.  Fullaway  will  bear  me  out — the 
offices  at  wnich  no  business  was  transacted  were  eliminated  by  the 
Government  print. 

Mr.  Fullaway.  No  ;  it  was  eliminated  at  the  request  of  Mr.  Keene, 

the  director. 

Mr.  Kerlin.  1  asked  Mr.  Keene,  and  he  said  he  did  not  know  any- 
thing about  it.  Anyhow,  it  was  eliminated  from  the  report.  There 
were  on  that  date  706  offices  at  which  no  business  was  shown. 

I^f r.  FnjJiWAY.  He  did  not  think  it  worth  while  to  include  that 
in  the  voluminous  reports. 

Mr.  Meyer.  Well,  that  is  not  a  very  essential  point. 


•u 


744  RECONSTRUCTION   AND  PRODUCTION. 

Mr.  Kerlin.  No;  but  I  did  not  know  but  what  you  might  base 
some  conclusions  on  that  report,  and  I  did  not  want  to  mislead  you- 

Mr.  Meter.  I  see.  What  other  information  have  j^ou  brought, 
Mr.  Kerlin,  that  you  think  would  be  pertinent  to  the  inquiry  that 
the  committee  is  conducting? 

Mr.  Kerlin.  I  have  some  figures  here  showing  the  additional 
amount  that  would  have  been  paid  to  depositors,  if  the  interest  bad 
been  paid  quarterly  last  year. 

Mr.  Meyer.  That  would  be  very  interesting  indeed. 

Mr.  Kerlin.  Approximately  29  per  cent  increase  in  interest. 

Mr.  Meyer.  That  is  to  say,  that  the  disbursements  by  the  Post 
Office  Department  would  have  been  increased  29  per  cent? 

Mr.  Kerlin.  Yes,  sir. 

The  Chairman.  That  is,  that  the  depositors  would  have  received 
29  per  cent  more  interest  than  they  have  received  ? 

Mr.  Kerlin.  If  it  were  paid  quarterly. 

Mr.  Miller.  How  much  money  would  that  be — the  total  figure? 

Mr.  Kerlin.  That  would  be  an  increase  of  $675,000,  or  a  total  in- 
terest of  $2,971,000. 

The  Chairman.  Since  the  organization? 

Mr.  Meyer.  No,  for  one  year,  Mr.  Chairman. 

Mr.  Kerlin.  For  the  year  ending  June  30,  1919. 

Mr.  Miller.  So  that  the  depositors  lost  $600,000  by  withdrawing 
their  money  before  the  end  of  a  year,  over  and  above  what  they 
would  have  received  had  they  been  paid  quarterly  at  2  per  cent  ? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  What  was  the  revenue  received  by  the  Postal  Savings 
System  in  1919? 

Mr.  MiixER.  May  I  add  to  that,  and  yet  in  that  year  you  say  the 
Postal  Savings  System  showed  a  profit  of  $1,600,000,  was  it? 

Mr.  Meyer.  Yes. 

Mr.  Miller.  Just  put  those  remarks  together. 

The  Chairman.  Just  pardon  me,  before  you  depart  from  that. 
The  interest  you  received  from  the  banks  in  which  you  deposited 
these  funds — is  that  estimated  or  figured  on  a  daily  balance? 

Mr.  Kerlin.  On  the  daily  balance ;  yes,  sir. 

The  Chairman.  So  that  the  Government's  interest  is  figured  on 
daily  balance  in  the  interest  that  they  obtain,  but  in  the  interest  that 
they  give  it  is  figured  on  a  yearly  balance? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  The  minimum  yearly  balance  ? 

Mr.  Kerlin.  Yes ;  only  what  remains  in  a  full  year. 

Mr.  FuLLAWAY.  And  on  the  average  daily  balances  in  the  banks  and 
compounded. 

Mr.  Meyer.  Compounded  how  often,  Mr.  FuUaway  ? 

Mr.  FuLLAW  AY.  Every  six  months. 

The  Chairman.  While  the  interest  credited  to  deposits  by  the 
Postal  Savings  System  is  not  compounded? 

Mr.  FuLLAWAY.  No,  sir. 

Mr.  Meyer.  It  is  not  even  credited  to  the  account  at  the  end  of  the 
year  unless  he  withdraws  it  and  redeposits  it  ? 

Mr.  Kerlin.  That  is  true. 

Mr.  Meyer,  Whereas  in  a  savings  bank,  if  you  have  your  nionej' 
there  at  the  end  of  the  year  the  interest  for  tliat  year  is  credited  to 
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jour  account  automatically.    What  was  the  revenue  in  the  year  1919 
from  interest  on  deposits? 

Mr.  Kerlin.  The  bank  interest  ? 

All*  AiTiTTc^t    x^es 

Mr!  Rerun.  In  1919  it  was  $3,500,000. 

Mr.  Meter.  $3,500,000? 

Mr.  Keeun.  Yes. 

Mr.  Meyer.  And  the  investment  interest? 

Mr.  Kerlin.  Bond  investment  interest,  $808,839. 

Mr.  Meyer.  And  the  total  interest  $4,308,000? 

Mr.  Rerun.  Well,  $4,319,000,  rather. 

Mr.  Meyer.  And  interest  disbursed,  or  interest  paid  to  depositors  ? 

Mr.  Rerlin.  Was  $2,296,000. 

Mr.  Meyer.  Leaving  a  profit  of  $2,023,000? 

Mr.  Rerlin.  My  figures  show  $2,022,000.     You  are  approximately 

right. 

Mr.  Meter.  For  the  year  1919?      ' 

Mr.  Rerlin.  Yes. 

Mr.  Fit^laway.  From  that,  of  course,  was  deducted  the  expense  of 

administration  ? 

Mr!  FuLiJiWAY.  Which  brought  it  down  to  the  profit  you  showed 
previously  ? 

Mr.  Rerun.  Yes. 

Mr.  Meyer.  How  much  was  the  expense  of  administration  charged 
to  the  account  of  the  Postal  Savings  System  ? 

Mr.  Rerlin.  The  total  expenses  of  the  Post  Office  Department  were 
:iil  12,(KK).  and  for  the  Postal  Service,  $293,000,  making  a  grand  total 
of  sMi)6.i)00.  We  have  an  expense  in  the  department  which  is  segre- 
gated from  the  cxj^ense  in  the  field. 

Mr.  Meyer.  Then,  the  department  service  had  $112,000  of  expense? 

Mr.  Rerlin.  Yes. 

Mr.  Meyer.  And  the  field  service  $293,000,  expense? 

Mr.  Rerlin.  Yes. 

Mr.  Meyer.  A  total  of  $406,000? 

Mr.  Rerlin.  Yes. 

Mr.  Meyer.  Which  you  deducted  from  $2,022,000? 

Mr.  Rerlin.  Yes. 

Mr.  Meyer.  Which  gives  $1,616,000  net? 

Mr.  Rerlin.  Yes. 

Mr.  Meyer.  Is  there  anything  that  you  desire  to  ask  Mr.  Rerlin, 
St-nat(ir  ? 

The  (^HAIRMAN.    Xo. 

Mr.  Meyer.  Is  there  anything  further,  Mr.  Miller? 

Mr   Miller.  No. 

Mr.  Meyer.  With  vour  permission.  Senator.  T  will  add  to  the 
tv<ml  any  of  the  e.\hil>it>  which  Mr.  Rerlin  may  leave. 

Tlie  Chairman.  Yes. 

Mr.  Mkyer.  Those  are  very  interesting  figures.  Have  you  any 
oth<*r  exhibits  of  operation  that  you  think  would  be  of  interest  to  the 
fonimittee  ? 

Mr.  Rerlin.  I  have  here  a  table  of  the  savings  banks  in  foreign 
riiuntries — the  latest  available  figures. 
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Mr.  Meyer.  Very  well ;  I  will  see  if  that  is  a  matter  of  interest  to 
the  committee.  We  have  to  build  our  institutions  for  American  pur- 
poses, and  for  American  methods,  and,  while  those  ai'e  interestinir 
academically,  they  would  not  directly  influence  the  question.  Have 
you  those  fi^ires  from  the  Department  of  (""ommerce  s 

Mr.  Kerltn.  Yes. 

Mr.  Meyer.  Well,  we  have  those  same  figures  already — from  the 
statistical  abstract? 

Mr.  Kerltn.  Yes. 

Mr.  Meyer.  I  have  already  submitted  the  interesting  part  of  tho>e 
figures  to  the  committee.  Do  you  think  the  present  certificate  of  the 
Postal  Savings  System  is  a  practical  and  easy  method  of  handling  the 
business? 

Mr.  Kerltn.  I  do. 

Mr.  Meyer.  How  would  you  feel  on  the  question  as  to  whether  or 
not  a  passbook,  such  as  the  ordinary  savings  bank  uses,  would  be 
suited  to  the  Government's  requirements  in  comparison  with  the  pres- 
ent certificate? 

Mr.  Kerltn.  A  pass  book  would  be  a  very  expensive  method  of 
handling  the  service. 

Mr.  Meyer.  Do  you  think  the  present  method  is  economical  an<l 
easily  understood  and  satisfactory? 

Mr.  Kerltn.  T  do. 

Mr.  Meyer.  Have  you  had  any  difficulty  with  it? 

Mr.  Kerltn.  Not  during  my  term  as  Director  of  Postal  Savings; 
there  has  been  no  difficulty  with  it. 

Mr.  Meyer.  Would  you  expect  that  if  the  system  were  expanded 
there  would  be  any  difficulties  which  are  not  now  apparent  ? 

Mr.  Kerltn.  No,  sir.  Let  me  say,  Mr.  Meyer,  that  the  Postmaster 
General  of  Japan  was  in  the  office  about  a  month  ago,  and  he  askecl 
to  see  the  headquarters  force.  We  showed  him  our  force.  He  said 
that  was  not  what  he  wanted  to  see ;  that  he  wanted  to  see  the  force 
that  did  the  work  for  the  entire  service.  After  talking  with  him  for 
some  time  I  convinced  him  that  was  all  we  had.  He  then  infornietl 
me  that  they  had  the  pass-book  system  in  Japan,  and  that  they  had 
2,700  employees  in  thcTr  headquarters  off.ce. 

Mr.  Meyer.  That  is  very  interesting  testimony,  Mr.  Kerlin. 

Mr.  Kerltn.  And  in  England  I  have  heard  that  thev  have  4,0(M» 
clerks  in  their  headquarters  office. 

Mr.  Meyer.  On  postal  savings  alone  ? 

Mr.  Kerltn.  Yes ;  and  thousands  of  ledgers. 

Mr.  Meyer.  I  merely  asked  you  that  because  it  has  been  suggested. 
Personally  I  quite  agree  that  the  present  method  is  satisfactory  to  the 
depositor  and  economical  and  efficient  for  the  administratioii  of  the 
system.  Would  you  anticipate  any  difficulties  in  an  enlarged  systein 
which  are  now  nonexistent  in  the  smaller  system? 

Mr.  Kerltn.  I  would  not.  I  believe  that  the  same  force  of  em- 
ployees could  handle  probably  a  service  half  again  as  large  as  at 
present. 

Mr.  Meyer.  Well,  of  course,  with  a  largely  expanded  system  it 
might  conceivably  require  additional  clerical  help.  That,  of  course, 
is  perfectly  natural. 

Mr.  Kerltn.  Oh,  yes;  but  it  would  not  be  in  proportion  to  tlie 
existing  force  and  the  amount  of  service  performed. 
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Mr.  Meyer.  In  other  words,  the  existing  force  is  economical  in 
a<hninistration,  but  with  an  enlarged  system  the  cost  of  operation 
would  be  even  less,  in  proportion  to  the  amount  of  money  on  deposit 
than  at  present? 

Mr.  Kerlin.  Yes. 

Mr  Meyer.  So  thj^t  even  the  present  small  operating  cost  would 
be  reduced  in  a  larger  system?    Of  course,  that  follows  precedent. 

Mr.  Kerlin.  Yes.  \ou  understand,  Mr.  Meyer,  that  we  can  not 
change  those  interest  rates? 

Mr.  Meyer.  Oh,  absolutely. 

Mr.  Kerlin.  Or  the  method  of  paying-  interest?  — 

Mr.  Meyer.  Oh,  yes;  absolutely. 

Mr.  Kerlin.  Unless  there  is  some  legislative  enactment? 

Mr.  Meyer.  Yes.    That  is  what  we  want  to  give  the  department. 

Mr.  Kerlin.  Yes;  and  any  profit  accruing  to  the  Postal  Savings 
Service  has  been  through  the  operation  of  the  law,  and  the  for- 
feiture on  the  part  of  depositors  has  not  been 

Mr.  Meyer  (interposing).  Due  to  any  malevolence? 

Mr.  Kerlin.  Has  not  been  due  to  any  malevolence,  or  any  design- 
ing regulations  issued  by  the  Post  Office  Department. 

Mr.  Meyer.  I  think  that,  standing  as  "  regulaticms."  it  is  unfortu- 
iiate,  because  regulations  are  suppostnl  to  be  rules  establislied  by  the 
•  l<»partment.  with  the  authority  over  the  department.  As  a  matter  of 
fart,  it  would  have  been  a  little  clearer  if  it  had  been  merely  stand- 
ing there  as  an  interpretation  of  the  law. 

\Ir.  Kerijn.  It  would  be  clearer,  Mr.  Meyer,  if  the  word  "  law  " 
<\ere  used  instead  of  "  res:ulation." 

Mr.  Meyer.  Yes,  exactly;  but  I  think  that  point  is  perfectly  under- 
sUuhI  and  well  established,  and  simply  makes  a  case  of  the  law  neces- 
sary to  permit  the  change  in  the  method  of  paying  interest. 

Sir.  Kerlin.  Yes. 

Mr.  Meyer.  Mr.  Burleson's  letter  made  that  perfectly  clear. 

Mr.  Kerlin.  Now,  were  there  any  points  in  Mr.  Hoover's  statement 
ihot  Mr.  Burleson  did  not  make  clear? 

.Mr.  Meyer.  Have  you  Mr.  Burleson's  statement  there? 

Mr.  Kerlin.  Yes.    [Handing  a  paper  to  Mr.  Meyer.] 

Mr.  Mey>:r.  Of  course,  Mr.  Burleson's  letter  die!  not  cover  all  of 
Mr.  HcK)ver's  points,  nor  did  it  particularly  cover  his  representation, 
'-o  far  as  the  letter  did  deal  with  Mr.  Hoover's  testimony 

Mr.  Kerlin  (interposing).  In  what  respect  is  that!  Mr.  Meyer? 
n<H*au.*«'*»  I  would  like  to  elucidate  on  any  points  that  are  not  clear. 

Mr.  Meyer.  Well,  Mr.  Burleson  starts  in  with  the  statement  that 
Mr.  HcH)ver's  testimony  appeared  to  l)elittle  the  activities  of  the  pres- 
#rii  administration.  There  was  nothing  in  Mr.  Hoover's  testimony  to 
HMrnint  that  statement.  There  was  a  headline  in  one  of  the  papers 
th.if  may  have  given  Mr.  Burleson  that  opinion,  but  it  was  not  in 
Mr.  Hoover's  te.<*timony.  Mr.  Burleson's  letter  establishes  the  fact 
that  2  |>er  cent  can  not  l)e  paid  for  deposits  of  less  than  a  year,  or 
for  fractions  of  a  year,  under  the  present  law.  Mr.  Hoover  did  not 
■  ilti<'ize  the  ccmditions  on  that  point  as  a  matter  of  administration; 
/.♦*  criticized  it  as  a  matter  of  fact — whether  it  originated  in  the 
!  o^  or  in  the  regulations,  not  within  the  power  of  the  administration 
>i  :«>  not  touched  upon  by  him. 
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Mr.  Kerlin.  But,  standing  alone,  it  rather  created  the  impression 
that  the  profiteering  was  premeditated  on  the  part  of  the  Post  Office 
Department. 

Mr.  Meyer.  If  it  appeared  that  way  in  the  press,  it  did  not  appear 
that  way  in  the  testimony.  He  criticized  a  condition  of  affairs  and 
a  state  of  facts,  but  that  is  all.  Of  course,  Mr.  Burleson  says  tliat 
Mr.  Hoover's  charge  of  profiteering  is  groundless;  but  that  simply 
involves  an  interpretation  of  the  word  "  profiteering." 

The  fact  that  the  Government  is  making  $1,600,000  a  year  net  out 
of  the  system,  which  only  allows  interest  at  the  rate  of  2  per  cent  and 
which  only  gets  2^  per  cent  on  its  deposits,  seems  to  justify  the  ntti- 
tude  that  the  Government  is  making  an  undue  profit  out  oi  it.  Now, 
whether  you  call  that  "  profiteering  "  or  something  else  is  merely  a 
matter  of  terms.  I  think  if  Mr.  Hoover  had  criticized  anything:  in 
the  administration  end  of  it  he  might  have  criticized  the  fact  that 
changes  have  been  made  in  the  law,  recommended  by  the  administra- 
tion, but  that  there  has  been  no  recommendation,  so  far  as  I  know 
or  so  far  as  has  appeared,  to  change  the  law  on  that  point.  It  is 
true  that  the  law,  as  passed  in  1910,  made  the  conditions  which  now 
govern  the  regulation  of  the  system,  but  exj^erience  since  1910  has 
certainly  shown  the  unfairness  of  the  law  and  the  regulations  which 
are  based  upon  it,  and  it  might  seem  reasonable  to  have  expected 
an  amendment  of  the  law  on  that  point. 

Mr.  Kerlin.  Well,  the  Postmaster  General  states  in  that  letter 
that  he  would  have  probably  recommended  an  amendment  of  the  law 
on  the  rate  of  interest  last  year,  had  it  not  been  for  the  fact  that  they 
did  not  care  to  obscure  or  reflect  upon  the  flotation  of  Government 
securities,  especially  the  war-savings  stamps,  at  that  time, 

Mr.  Meyer.  I  think,  as  a  matter  of  fact,  that  neither  Mr.  Hoover 
nor  any  of  us  are  as  much  interested  in  the  past  as  we  are  in  tlie 
future.  What  we  want  to  do — and  I  am  sure  that  you  and  the  admin- 
istration agree  it  should  be  done — is  to  make  out  of  the  Postal  Sav- 
ings System  the  most  useful  and  helpful  kind  of  an  organization  that 
we  can.  We  are  all  agreed  that  there  are  radical  deficiencies  in  the  ex- 
isting law,  and  the  regulations  based  upon  that  law,  and  that  some- 
thing must  be  done  at  the  next  session  of  Congi'ess  to  remedy  those 
defects  in  the  existing  law.  You  have  agreed  substantially  on  the 
recommendations  that  I  made.  You  disagree  on  the  amount  of  money 
that  might  be  obtained  on  deposit — I  mean,  from  coin  and  currency 
being  carried  by  people  or  being  hparded.  That  is,  however,  a  matter 
of  opinion,  and  a  system  with  improved  regulations  and  an  amended 
law  would  soon  prove  whether  the  deposits  would  be  forthcoming,  or 
whether  they  would  not.  You  feel  that  an  active  program  should  be 
undertaken  to  obtain  deposits  from  people,  without  competing  with 
the  banks — especially  in  places  where  there  are  no  banks.  I  was  just 
going  to  say  that  we  all  agree  on  that.  No  one  can  tell,  with  accuracy, 
what  will  develop. 

Now,  there  is  one  point  on  which  I  would  like  to  have  your  opin- 
ion, and  that  is  whether  or  not  it  is  advisable  for  the  Goveranient 
to  concentrate  in  its  savings  activities — whether  viewed  from  the 
investor's  point  of  view  or  the  Government's — on  one  form  of  sav- 
ing, so  far  as  thrift  is  concerned  ?  In  other  words,  is  it  not  inadvisable 
to  conduct  war-savings  certificate  sales  at  the  same  time  that  postal- 
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savings  deposits  are  being  taken,  provided  the  postal  deposit  rate  of 
interest  were  brought  to  a  reasonable  level,  and  the  regulations 
amended  in  a  way  to  make  them  practical  and  fair? 

Mr.  Kbrun.  That  is  what  I  started  to  say  just  a  pioment  ago. 

Mr»  Met£r.  I  see. 

Mr.  Kerlik.  That  it  does  not  seem  economical  to  sell  war-savings 
stamps  and  postal  savings  over  the  same  window,  one  in  competition 
with  the  other. 

Mr.  Meyer.  Of  course,  you  would  not  say  that  when  the  war-sav- 
ings stamps  are  paying  4  per  cent,  and  the  postal  savings  2;  but  if 
the  postal-savings  interest  were  increased  it  would  become  unwise  to 
continue  war-savings  certificates.  Now,  as  between  the  two  forms, 
which  do  you  think  is  the  more  appropriate  method  of  enlisting  the 
thrift  activities  of  the  people  of  small  means? 

Mr.  Kerlin.  The  figures  which  I  gave  a  few  moments  ago  will 
answer  that  question. 

Mr.  Meyer.  I  think  they  do;  but  I  just  wanted  to  point  your  view 
on  that. 

Is  there  anything  further  that  you  think  of  that  you  would  care  to 
sav  to  the  committee  at  this  time? 

Mr.  Kerlin.  No  ;  I  think  there  is  nothing  else. 

Mr.  Meyer.  We  thank  you  very  much. 

Mr.  Kerlin.  Not  at  all,  sir. 

(Thereupon  the  committee  adjourned  to  meet  at  10  o'clock  a.  m. 
in  the  CJity  Hall,  at  Cleveland,  Ohio.) 


RECONSTRUCTION  AND  PRODUCTION. 


SATUBDAY,  NOVEMBEB  6,  1920. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjourmnent,  at  2  o'clock  p.  m.  in 
the  conference  room,  Engineering  Societies  Building,  29  West  Thirty- 
ninth  Street,  Senator  William  M.  Calder,  presiding. 

Present:  Senator  Calder  (chairman) ;  also  Franklin  T.  Miller, 
Assistant  to  the  committee. 

STATEMENT  OF  COL.  DANIEL  B.  WENTZ,  PRESIDENT,  NATIONAL 

COAL  ASSOCIATION. 

The  Chairman.  Colonel,  I  wrote  you  a  letter  on  October  24, 1920, 
which  you  have  not  answered. 

Col.  Wentz.  I  explained  to  Mr.  Miller,  Senator,  that  I  was  trying 
to  ^t  some  data  on  which  to  answer  some  of  the  technical  (juestions, 
and  I  am  now  prepared  to  answer  that  letter ;  and  I  will,  if  you  so 
desire^  or  I  can  testify  at  this  time  in  reply  to  the  questions  which  you 
asked  in  that  letter. 

The  Chairman.  I  would  be  very  glad  to  have  you  testify,  if  it  is 
convenient  to  you,  in  reply  to  the  questions  I  asked. 

Col.  Wentz.  I  have  not  refrained  from  answerini?  because  of  any 
disinclination  to  answer,  but  I  wished  to  gather  the  oata. 

The  Chairman.  I  rather  assumed  that  was  so.  I  know  there  was 
some  information  asked  you  that  you  could  not  answer  offhand  with- 
out getting  that  data. 

Col.  Wkntz.  Should  I  answer  the  questions  paragraph  by  para- 
graph ?    I  will  do  it  as  yon  please. 

The  Chairman.  Yes.  The  first  question  is  this:  In  your  testimony 
b#*fore  tlie  Senate  Committee  on  Reconstruction  and  Production  on 
AufTUst  12  you  gave  the  coal  shipments  in  the  eastern  territorv  for 
the  first  six  months  of  the  current  year  in  millions  of  tons,  as  follows : 
Januarv.  27,000,000  tons ;  Februarv,  24,000,0(X)  tons :  March,  27,000,- 
iHMi  tons;  April,  22,000,000  tons;  May,  23,(K)0,(K)()  tons;  June,  27,0(X),- 
M«i  tons  Will  you  kindly  give  the  committee  the  corresponding 
tifrure**  for  July,  "August,  and  September,  and  an  estimate  for  Octo- 
l>er?  If  I  remember  correctly,  you  stated  that  the  .shipments  must 
ai-erage  29,000,000  to  30,000,000  tons  per  month  to  make  up  a  short- 
air«  ^i  2(L000/)00  in  the  eastern  territory  before  the  beginning  of  the 

3915— 21— VOL  1 48  751 


752  RECONSTRUCTION  AND  PRODUCTION. 

calendar  vear,  and  that  the  average  monthly  shipments  in  the  years 
1918  and' 1919  had  been  as  high  as  28,000,000  tons.  Now,  may  we 
have  an  answer  to  that  ? 

Col.  Wentz.  The  Geological  Survey  supplies  the  following  in- 
formation for  production  of  bituminous  coal  in  Pennsylvania,  Ohio, 
West  Virginia,  Maryland,  Virginia,  and  eastern  KentucW : 

July,  twenty-eight  millions — may  I  give  round  figures  ?  * 

The  Chairman.  Yes. 

Col.  Wentz.  Twenty-eight  millions;  August,  thirty-one  millions: 
September,  thirty  millions;  October,  thirty-one  millions.  I  find  a 
note  that  the  October  figure  is  subject  to  revision;  it  may  be  a  few 
hundred  thousand  tons  out  one  way  or  the  other. 

The  Chairman.  The  figures  you  have  given  were  higher  than 
in  the  same  months  for  the  calendar  years  1918  and  1919,  I  believe? 

Col.  Wextz.  I  can  give  you  those  figures  as  per  the  Geological 
Survey. 

The  Chairman.  Go  ahead,  please. 

Col.  Wentz.  Taking  the  year  1918,  July,  33,000,000  tons;  August, 
33,000,000  tons;  September,  31,000,000  tons;  October,  31,000,000 
tons.  I  should  like  to  call  your  attention  to  the  fact  that  the  produc- 
tion of  the  bituminous  coal  in  the  month  of  October,  1920,  is  sub- 
stantially the  same  as  that  in  October,  1918,  although  in  1918,  be- 
cause of  the  war  demands,  a  tremendous  effort  by  means  of  propa- 
ganda and  speeches  was  being  made  to  induce  the  miners  to  mine 
all  of  the  coal  each  miner  could  dig,  and  yet  the  tonnage  at  this 
time  is  substantially  the  same  for  the  year  1919;  the  Jul}'  tonnage 
was  28,0()0,(X)0,  the  same  as  the  current  year:  the  August  tonnage  was 
28,()00,()00,  less  than  the  current  vear;  the  September  tonnage  was 
30,181,000,  as  compared  to  30,200,000  for  1920;  and  the  October  ton- 
nage was  33,200,000  tons. 

It  will  be  remembered,  however,  that  a  great  strike  of  the  bitu- 
minous coal  miners  throughuot  the  United  States  was  present  as  of 
November,  1919,  and  every  effort  was  being  made  by  the  Director 
General  of  Kailroads  to  accumulate  the  coal,  so  as  to  providafuel  for 
the  operation  of  the  railroads  in  the  United  States, 

All  available  coal  cars  were  loaded,  and  as  is  customary  before  a 
threatened  suspension  of  mining,  miners  always  produce  the  maxi- 
mum tonnage  of  coal ;  that  is  true  in  connection  with  all  wage  read- 
justments where  a  suspension  of  mining  is  threatened.  That  month 
before  wage  contracts  expire  always  shows  an  unusual  large  produc- 
tion of  coal. 

Mr.  Miller.  May  I  ask  Col.  Wentz  a  question  ? 

The  (Chairman.  Yes. 

Mr.  Miller.  The  average  production  in  the  United  States  from 
January  to  eTune  of  1919  is  given  by  Mr.  Williams,  vice  president  of 
the  Delaware  &  Hudson,  as  38,000,000  tons.  The  average  production 
for  the  same  period  in  1920  is  42,000,000  tons.  It  appears,  if  those 
figures  are  right,  that  they  were  4,300,000  tons  a  month  ahead  of 
last  year. 

Col.  Wentz.  May  I  give  you  the  totals  for  the  first  nine  roontlis— 
the  totals  as  reported  by  the  Geological  Survey? 

Mr.  Miller.  The  first  I  want  to  arrive  at  is  just  that  figure.  1 
want  to  have  it  on  the  record  for  the  nine  months — ^that  is,  the  entire 
country. 
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Col.  Wentz.  I  am  quoting  1918  as  well. 

Mr.  MiLXiER,  Yes ;  for  the  entire  country. 

Col.  Wentz.  The  total  for  the  first  nine  months  of  the  calendar 
year  1918,  as  reported  by  the  Geological  Survey,  was  495,000,000 
tons:  for  the  first  nine  months  of  1919,  402,000,000  tons;  and  for  the 
first  nine  months  of  1920,  448,000,000  tons. 

In  connection  with  those  figures,  however,  it  must  be  remembered 
tl^:it  (hiring  the  months  of  January,  Februa'ry,  March,  and  April, 
U>{U.  there  was  a  general  curtailment  of  business  throughout  the 
Tnited  States,  which  was  reflected  in  an  abnormal  small  production 
of  bituminous  coal  during  the  first  four  months  of  the  calendar  year 
1919.  If  you  wish  me  to,  I  will  give  you  the  production  for  Janu- 
ary, February,  March,  and  April,  1918,  and  the  corresponding  pro- 
(luc^tions  for  those  months  in  the  years  1919  and  1920. 

Mr.  MiLijcR.  I  do  not  think  that  is  necessary. 

Col.  Wentz.  It  reflects,  however,  what  you  have  in  mind,  I 
tliink. 

Mr.  Miller,  Verv  well;  put  it  in. 

Col.  Wentz.  Januarv,  1918,  42,000,000  tons;  Februarv,  44,000,000 
tons ;  March,  48,00(),00(j  tons ;  April,  46,000,000  tons. 

Januarw  1919,  41,()0(),()()0  tons;  Februarv,  31,000,000  tons;  March, 
'MUumm  tons:  April,  32,000,000  tons. 

Januarv,  1920,  48,000,000  tons;  Februarv,  40,000,000  tons;  March, 
4G.rM)(),(MKJ  tons;  April,  38,000,000  tons. 

The  Chairman.  You  felt  at  the  time  of  your  testimony  that, 
••  with  production  of  normal  requirements,  you  are  going  to  see  prices 
rr^ume  normal  le^'el  and  a  good  manv  of  the  evils  which  exist  to-dav 
In  ronnertion  with  the  coal  industry  are  going  to  disappear,"  and 
tliat,  *'if  the  commission  continues  Order  No.  9  until  November 
New  England  and  the  Northwest  and  the  rest  of  this  territory  will 
Ik*  taken  care  of  and  conditions  normal." 

You  also  felt  that  Orders  10  and  11  would  bring  about  a  buyers' 
market  in  the  Northeast  and  Northwest  and  vou  siiid  vou  would  be 
•:1a  1  to  advise  the  C(.mmittee  from  time  t4)  time  as  to  whether  your 
«*\t)eciations  were  realized.  Prewar  prices  on  bituminous  coal  were 
alluded  to  in  your  testimonv  as  varying  from  $2  to  $3.50;  the  c(m- 
I'.icts  made  in  April  and  ilay,  1920,  as  between  $2.75  and  $4.50; 
the  present  cost  of  producing  and  loading  Virginia  coal  as  between 
>'J.«V»  and  $4;  the  present  fair  profit  on  a  ton  of  coal  as  50  cents, 
niiiie  '20  vears  ago  you  had  sold  coal  as  low  as  50  cents  a  ton  and  at 
f«r.iHt,  Will  you  kindly  furnish  the  committee  v/ith  the  fluctuaticms 
ifi  >j><.t  mine  prices  for  lake  and  tidewater  delivery  during  the  past 
two  months? 

Col.  Wentz.  May  I  say.  Senator,  that  while  I  testified  the  present 
•MP  firofit  on  a  ton  of  bituminous  coal  mined  in  Vrginia,  is  50  cents 
!  ton,  my  testimonv  should  obviously  have  read  50  cents  a  ton  up,  or 
.'."  t'vniyi  a  ton  and  liigher. 

The  n*asun  for  that  is  that  many  of  us  in  prewar  days  organized 
<iiiiill  companies  with  enough  paid-in  cai)ital  to  make  a  start,  and  the 
'..ii-inr^sH,  both  in  development  and  in  working  capital,  was  expanded, 
from  putting  the  profits  back  into  the  business. 

I  know  of  a  number  of  companies  which  probably  have  investments 
AS  a  restilt  of  putting  profits  back  into  the  business  four  to  five  times 
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what  the  original  contribution  amounted  to  by  the  stockhoIderB,  cov- 
ering a  period  of  20  years  or  longer. 

Under  the  present  methods  oi  assessing  the  income  taxes*  a  com* 
pany  organized  on  what  we  used  to  think  was  good  old-fashioned 
conservative  lines,  putting  profits  back  in  the  business,  would  be 
taxed  so  heavily  as  a  result  of  the  small  amount  of  invested  capital 
as  of  1913,  that  more  than  50  cents  a  ton  profit  would  in  some  in- 
stances be  absorbed  in  income  and  excess  profit  taxes,  so  that  if  the 
shareholders  were  to  receive  any  benefit  from  their  business,  it  would 
be  necessary  to  show  a  larger  profit  than  50  cents  a  ton  in  the  State 
of  Virginia,  varying  with  the  methods  in  which  the  companies  were 
capitalized. 

Answering  your  Question  more  in  detail,  last  week  lake  coal  was 
selling  on  a  basis  of  $5.25  at  the  mines,  for  good  grades  of  bituminous 
coal. 

The  Chairman.  Spot  price? 

Col  Wentz.  That  is  the  lake  price,  which  would  be  the  spot  price; 
no  contract  price. 

The  Chairman.  Was  not  a  ^ood  deal  of  that  lake  coal  contracted 
for  at  contract  price  in  the  sprmg  ? 

Col.  Wentz.  No.  I  think  the  prices  at  which  lake  coal  was  gen- 
erally contracted — may  I  be  prompted  by  Mr.  Walsh  ? 

The  Chairman.  Yes. 

Col.  Wentz.  At  from  $3.75  to  $5  a  net  ton  at  the  mines,  spot  mar- 
ket price  generally. 

The  Chairman.  Pardon  me,  is  lake  coal  any  better  grade  than  any 
other  coal? 

Col.  Wentz.  No,  sir. 

The  Chairman.  It  is  the  same  kind  as  comes  here  ? 

Col.  Wentz.  Yes,  sir ;  substantially.  The  present  spot  prices  for 
the  very  best  grades  of  gas  coal,  on  rfovember  1,  were  suMtantially 
$7  per  net  ton  at  the  mines.  Steam  coal  for  spot  sales  was  selling  at 
from  $1  to  $2  a  ton  less  at  the  mine. 

The  Chairman.  What  was  that  ? 

Col.  Wentz.  At  from  $1  to  $2  a  ton  less  at  the  mines.  In  other 
words,  steam  coals  of  the  best  grades  were  selling  at  from  $5  to  $6 
a  ton  at  the  mines  on  the  1st  of  November  for  spot  sales  for  imme- 
diate shipment. 

With  regard  to  Interstate  Commerce  Commission's 

Mr.  Miller.  Just  a  moment.  How  high  have  you  known  them  to 
fluctuate,  for  lake  coal  and  for  tidewater  coal  ?  You  are  giving  the 
minimum  prices  of  November? 

Col.  Wentz.  I  am  giving  the  prices  prevailing  November  1. 

Mr.  Miller.  And  would  that  prevail  September  1,  for  instance? 

Col.  Wentz.  Mr.  Miller,  two  months  ago,  approximately  two 
months  ago,  when  the  lake  order  was  made  effective,  the  highest 
price  at  which  I  heard  lake  coal  selling  for  was  $9  a  ton  at  the  mine, 
and  that  was  as  a  result  of  competitive  bidding  from  Canada. 

Mr.  Miller.  And  tide- water  coal  on  September  1? 

Col.  Wentz.  It  sold  at  varying  prices.  I  have  heard  of  its  being 
offered  as  high  as  $16  and  $17  a  ton  f.  o.  b.  tidewater.  However, 
that  was  not  the  average  market  price,  as  I  know  of  many  exjwrt 
contracts  in  effect  at  that  time  at  prices  varying  from  $5  to  $6  a  ton 
at  the  mine,  and  within  the  past  30  days  I  have  known  of  export  coal 
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for  shipment  to  Europe,  on  contracts  covering  12  months,  being  of- 
fered at  $6.50  at  the  mines. 

The  Chairman.  Col.  Wentz,  with  that  condition  prevailing,  where 
a  man  might  get  $6.50  for  spot  coal  at  the  mines,  why  should  they 
not  get  the  same  price  for  spot  coal  delievered  in  the- country? 

Col.  Wentz.  That  was  a  contract  price.  Senator,  I  spoke  of,  at 
from  $6  to  $6.50. 

The  Chairman.  I  know  that.  If  a  coal  operator  can  get  business 
at  $6.50  for  the  foreign  trade,  does  that  not  fix  the  price  for  the  home 
trade? 

Col.  Wentz.  No,  sir. 

The  Chairman.  Well,  why  not? 

CV)1.  Wentz.  Because  a  comparatively^  small  percentage  of  the  total 
bituminous  coal  production  of  the  United  States  is  sold  for  foreign 
trade.  A  comparatively  few  producers  of  bituminous  coal  are  in  the 
forei^  business.  For  instance,  I  have  just  testified  that  the  produc- 
tion  in  the  Appalachian  territory,  covering  the  cities  I  mentioned^ 
was  30,000,000  tons  for  August ;  30,000,000  tons  for  September ;  and 
H1.(KK),()<X)  tons  for  October,  whereas  the  shipments  of  export  coal, 
which  comes  necessarily  from  that  same  territory,  for  the  month  of 
July,  was  2,000,000  tons;  for  the  month  of  August  was  2,300,000 
tons;  for  the  month  of  September,  2,300,000  tons;  and  for  the  month 
of  October,  2,200,(XX)  tons,  which  included  shipments  to  Europe^ 
South  America,  Panama  Canal,  Cuba,  and  Porto  Rico.  These  figures 
were  supplied  by  the  Department  of  Commerce. 

The  Chairman.  In  the  question  read  to  you  a  moment  ago,  we  were 
referring  to  the  effect  of  priority  orders  9,  10,  and  11.  Will  you 
answer  that  part  of  the  inquiry,  please? 

(.^ol.  Wentz.  Within  six  weeks  after  priority  order  No.  11,  gen- 
ernlly  known  as  the  New  England  order,  was  made  effective,  it  was 
no  longer  found  to  be  necessarv ;  sufficient  bituminous  coal  was  flow- 
insr  to  New  England  in  the  ordinary  course  of  business,  to  take  care 
of  New  England  requirements,  and  it  was  no  longer  necessary  to 
maintain  the  Interstate  Commerce  Order  No.  11.  That  order  was 
onlv  effective  about  six  weeks. 

.*Nervire  Order  No.  10,  or  the  lake  order,  was  withdrawn  alx)ut  10 
•lays  ago,  as  it  was  no  longer  necessary.  A  number  of  the  railroads 
from  the  Northwest  contracted  for  a  large  part  of  their  fuel  coal  re- 
ijiiirements,  in  the  State  of  Illinois,  to  move  all-rail  to  them,  and 
iliorefore  the  tonnage  of  coal  it  was  necessary  to  take  up  the  Lakes 
'%nH  substantially  reduced. 

The  dumping  has  fallen  from  about  4,000  cars  a  day  to  approxi- 
rijritely  2,500  cars  a  dav;  2,500  cars  a  day  moving  under  the  normal 
♦  oiirse  of  business,  without  any  assistance  from  the  Interstate  Com- 
r  i**rce  Commission's  orders. 

To-day  there  are  no  prioritv  orders  in  effect  with  the  exception  of 
i*i4»  order  for  assignea  cars  ior  public-service  corj^orations,  in  the 
♦-\i»nt  of  emergencies,  and  for  the  past  two  weeks,  I  am  advised,  the 
-  orunnission  has  not  assigned  any  cars  in  connection  with  that  order, 
r  I. ♦•  business  moving  normally. 

>fr.  Mru-ER.  In  that  connection  I  would  like  to  ask,  Mr.  Chair- 
Min.  if  the  coal  cars  are  not  still  preempted  for  coal  use  and  denied 
to  ^nernl  indujBtries! 


756  r.E('o^'STKUCTIox  and  production. 

Col.  Wentz.  All  open-top  cars  measuring  over  36  inches  in  height, 
inside  measurement,  are  to-day  restricted  oy  the  order  of  the  com- 
mission for  the  movement  of  coal,  with  the  exception  of  certain  Varia- 
tions from  that  order  which  the  commission  has  made  to  take  care 
of  the  sugar-beet  crop  and  sugar-cane  crop. 

In  fact,  I  lieard  the  other  day  that  about  175,000  cars,  open-top 
cars,  the  inside  measurements  of  which  would  be  in  excess  of  30 
inclies,  are  being  used  for  the  transportation  of  other  property  than 
coal. 

I  can  not  testif}^  as  to  the  accuracy  of  that  figure :  that  statement 
was  made  to  me  the  other  day.  It  can  easily  be  checked  by  the 
records  of  the  commission. 

Mr.  Miller.  Mr.  Chairman,  as  the  statement  has  been  made  that 
coal  is  moving  normally,  I  would  like  to  place  in  the  record  the  letter 
received  from  Mr.  Lieb,  chairman  of  the  New  York  fuel  distributinn 
committee,  on  October  29,  and  the  telegram  addressed  to  George  W. 
Elliott,  the  substance  of  which  is  that  if  there  were  any  steps  that 
you  can  take  to  assist  in  the  matter  of  obtaining  sufficient  cars  to 
supply  utilities  in  New  York  with  coal  it  would  be  greatly  appre- 
ciated, and  that  the  situation  is  very  serious  here  in  New  York. 

Col.  Wentz.  Is  that  bituminous  coal? 

Mr.  Miller.  Yes. 

(The  telegram  just  referred  to  is  as  follows:) 

OCTOBKK  2S,  1920. 
Gkorge  W.  Elliott, 

Secretary  National  Committee  on  Gas  and  Electrie  Service, 

Munsey  Building,  Washington,  D.  C: 
Colli  situation  in  New  York  metropolitan  district  jrrowinp  more  ami  iin'r»' 
critical  each  day.  Reports  from  nienil)ers  of  coinmitttn*  appointed  by  romniij* 
sioner  Xix(»n  to  supervise  situation  in  metropolitan  «iistrict  met  to-d.MV,  J''"^  ^' 
is  the  unanimous  opinion  of  the  committee  representing  the  Interlwrotigh  Uapl'i 
Transit  Co.,  Consolidated  Gas  Co.,  New  Yorls  Kdison  Co.,  Brooklyn  Union  Ctn^ 
Co.,  Brooklyn  Edison  Co.,  und  the  Wholesale  ('oal  Trade  Ass^HMMtiou  tlut  in 
this  critical  emergency  car  assignments  to  take  care  of  dally  refiulrenietU?  of 
public  utilities  should  be  relnstate^l  at  once. 

J.   W.   LiKB. 

Chairman  New  York  Fuel  Distribution  Committee, 
(The  letter  referred  to  is  as  follows:) 

October  29,  1I^». 
Hon.  Wm.  L.  Calder, 

29  West  Thirty-ninth  Street,  New  York  City. 

Sir  :  As  chairman  of  the  New  York  fuel  distribution  committee,  a  committee 
appointed  by  Public  Service  Commissioner  Nixon  to  assist  him  in  obtainhJ«  oa 
adequa^te  supply  of  coal  for  the  pubUc  utilities  In  New  \''ork  City,  I  sent  a  tfi<*- 
gram  to  our  representative,  Mr.  Elliott,  In  Washington,  last  nljcht,  copy  «»f 
which  Is  Inclosed.    This  telegram  will  explan  Itself. 

If  there  are  any  steps  that  you  can  take  to  assist  us  in  this  matter  of  obtalo- 
ing  sufficient  cars  to  supply  the  utilities  in  New  York  with  coal,  It  will  Ih' 
greatly  appreciated. 

Very  truly,  yours, 

J.    W.   LlEB. 
£!hairman  New  York  Fuel  Distribution  Committer, 

Mr.  Miller.  Is  there  anything  you  can  do  to  help  those  people? 
The  supply  does  not  seem  to  be  cominp  here. 

Col.  Wentz.  Spot  coal  market  for  bituminous  coal  in  the  city  of 
New  York  to-day  is  flat,  the  offerings  being  in  excess  of  the  bu^n^* 
the  large  manufacturing  plants  located  on  the  Pennsylvania  ^b\\- 
road,  Jersey  City  and  Trenton,  are  all  carrying  large  stocks  of 
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bituminoQs  coal.    I  should  think  in  many  instances  three  and  four 
months'  supply. 

In  connection  with  Mr.  Lieb's  letter,  I  fancy^  he  has  in  mind  a 

Question  which  the  public  service  corporations,  represented  by  Mr. 
reorge  Elliott,  in  Washington,  has  been  actively  pressing  before 
tlie  Interstate  Commerce  Commission,  and  that  the  interstate  Com- 
merce Commission  assign  to  public  service  corporations  sufficient 
coal  cars  to  enable  them  to  receive  100  per  cent  shipments  on  their 
coal  contracts,  regardless  of  the  general  car  distribution  in  the  min- 
ing sections  from  which  they  are  receiving  their  supply. 

The  commission  so  far  has  taken  the  attitude  that  it  will  not 
necessarily  prefer  the  assignment  of  coal  cars  to  public  service  tor- 
pomtions  over  other  industries  unless  the  public  service  corporation 
can  show  that  a  real  emergency  exists,  and  that  it  can  not  continue 
to  operate  without  the  commission  assigning  to  it  a  definite  number 
of  cars  for  the  movement  of  coal  to  its  plant. 

There  is  a  little  underlying  history,  i  think,  there.  Senator. 

Mr.  MrLi^ER.  The  fact  remains,  Mr.  Chairman,  these  people  repre- 
senting the  public  utilities  of  Xew  York  state  that  they  are  in  a 
critical  condition,  on  October  28. 

Col.  Wextz.  If  the  newspapers  are  reporting  their  situation  cor- 
rectly, many  of  them  have  two,  and  one,  I  thinks  three  months'  stock 
of  coal. 

The  Chairman.  Of  course,  Mr.  Lieb  is  a  responsible  man. 

(\)1.  Wentz.  Very;  a  very  responsible  man. 

The  Chairman.  You  know,  one  of  the  demands,  among  the  de- 
mands made  by  the  public  utilities  corporations  upon  our  govern- 
mental authorities  here,  fOr  increased  fares  and  increased  rates  for 
lighting:,  is  based  upon  the  higher  price  for  fuel  and  the  lack  of  fuel. 

Col.  Wentz.  I  think  that  also  embraces  the  increased  cost  of  labor. 

The  Chairman.  Oh,  yes ;  it  does  indeed.  And  I  think,  too,  perhaps 
a  lot  of  things  you  refer  to  have  more  to  do  with  the  increased  cost 
of  production.  *  Still,  among  the  things  urged  by  these  gentlemen 
is  the  fuel  question,  and  what  they  have  to  get,  they  have  to  get  at 
sfMit  price. 

Col.  Wentz.  Undoubtedly. 

The  Chairman.  You  say  there  is  a  lot  of  fuel  available  for  them  ? 

CoL  Wentz.  There  is  an  ample  supply  available  for  nearly  all 
public-service  corporations. 

The  Chahiman.  Providing  they  go  out  and  buy  at,  spot  price. 
Tliese  companies  have  contracts,  and  there  is  plenty  of  coal,  and  they 
ran  not  get  their  contracts  filled. 

Col.  Wentz.  I  think  in  most  instances.  Senator,  you  will  find  that 
thp  contract  shippers  are  shipping  as  fully  on  their  contracts  as  their 
rar  supply  permits,  that  the  public-service  corporations  are  making 
a  strong  fight  to  be  preferred  over  other  consumers  of  bituminous 
roal  in  the  matter  of  car  supply. 

Mr.  MnxER.  Here  is  another  protest,  from  the  Ignited  Railways 
A  Elertrir  Co.  of  Baltimore,  dated  August  25,  1920,  showing  condi- 
tions at  that  time.  It  may  he  that  they  are  straightened  out  by  this 
time.    Are  they  straightened  out  there  now? 

Co\.  Wentz.*  I  heard  no  complaints  in  connection  with  them,  Mr. 
MtUer. 
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The  Chairman.-  '^  With  one  or  two  exceptions,  practicaUy  all  the 
companies  report  that  they  are  operating  upon  a  very  slender  tnargm 
of  supply.    The  average  maximum  reserve  being  a  three-day  suppfy.'' 

Winter  will  be  on  us  in  a  few  weeks  now. 

Col.  Wentz.  Many  public-service  corporations  are  unable  to 
carry  a  supply  of  coal,  which  would  be  reasonable  and  sound,  be- 
cause they  have  made  no  provision  to  stock  it.  I  do  not  know  what 
the  stocking  ability  of  that  company  is. 

The  Chairman.  This  letter  is  an  appeal  for  help.  Put  that  in 
the  record,  too. 

f The  letter  referred  to  by  the  chairman  is  here  printed  in  full  as 

follows:) 

August  25.  1920. 
Hon.  William  M.  C alder, 

Chairman  Senate  Committee  on 

Production  and  Reconstruction^ 

29  West  TfUrty-ninih  Street, 

New  York,  N.  Y. 

Dear  Sir:  Following  your  request  that  we  submit  in  writing  such  inform^' 
tlon  as  we  had  desired  to  submit  to  your  committee  at  its  hearing  held  in 
Baltimore  on  August  18,  1920,  which  submission  was  prevented  because  of 
lack  of  time,  I  beg  to  call  attention  to  the  fact  that  the  American  Electric 
Hallway  Association  recently  sent  a  circular  letter  to  all  of  the  electric  rail- 
ways operated  east  of  the  Mississippi  River  requesting  them  to  advise  the  as- 
sociation as  to  their  situation  in  regard  to  the  coal  supply  and  what  their 
needs  were  for  additional  coal  beyond  that  necessary  for  dally  use.  Their 
replies  indicated  that  the  situation  among  these  companies  was  as  follows: 

(1)  With  one  or  two  exceptions,  practically  all  of  the  companies  report  that 
they  are  operating  upon  a  very  slender  margin  of  supply,  the  average  maxi- 
mum reserve  being  a  three-day  supply. 

(2)  A  majority  of  the  companies  report  that  they  have  not  been  able  to 
accumulate  any  reserve  supply  at  all;  that  they  are  entirely  dependent  upon 
the  day-to-day  supply  allowed  them  under  service  order  No.  9 ;  and  that  should 
this  supply  be  withdrawn  or  Interrupted  for  any  reason  they  would  have  to 
suspend  service. 

(3)  A  number  of  companies  report  that  the  supply  which  they  have  been 
able  to  obtain  under  service  order  No.  9  has  not  been  sufficient  to  meet  their 
daily  requirenients  and  that  In  consequence  they  have  been  forced  to  go  ont 
into  the  open  market  and  purchase  additional  coal  at  exorbitant  prices. 
They  state  that  if  they  had  to  pay  these  prices  for  all  their  coal  they  wonld 
be  forced  into  bankruptcy. 

(4)  One  company  reports  that  it  has  already  had  one  or  two  partial  shot- 
downs  due  to  its  inability  to  secure  a  sufficient  supply  of  coal. 

Past  experience  shows  at  least  a  six  weeks*  supply  Is  necessary  to  tide  the 
companies  over  the  winter  months,  when  due  to  weather  conditions  the  supply 
is  uncertain  and  interruptions  of  long  duration  are  frequent. 

With  this  In  mind  It  can  easily  be  seen  that  thq  situation  <V)nfrontlnjr  the 
electric  railway  is  a  serious  one  and  that  if  anything  is  done  to  further 
Jeopardize  their  chances  of  jrettinc  coal — if,  in  fact,  something  Is  nol  done 
to  enable  them  to  secure  additional  coal  for  their  winter  supply — numerous 
suspensions  of  electric  railway  service  are  bound  to  occur  throughout  the 
country,  entailing  great  loss,  inconvenience,  and  suffering  to  thousands  of 
Deonle 

While  admitting  the  necessity  of  relieving  the  housing  situation,  the  prob- 
lem should  be  viewed  In  its  proper  proportion.  The  knowledge  that  a  few' 
houses  had  been  built  to  shelter  a  number  of  people  previously  living,  per- 
haiis,  in  somewhat  crowded  quarters  would  not  make. up  for  the  inconvenience 
and  loss  to  tJtie  whole  community  which  would  be  caused  by  a  suspension 
of  street  car  service.  It  certainly  should  not  be  public  policy  to  disturb  and 
disarrange  the  whole  business  and  social  life  of  a  community  in  order  tt> 
relieve  a  housing  congestion  affecting  only  a  fraction  of  the  people. 

Very  truly,  yours,  ,    ^ 

C.  D.  Emmons,  President 
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Col.  Wkntz.  I  think  it  would  be  wise,  Senator,  if  I  may  be  able 
to  make  the  suggestion  in  a  most  respectful  way,  that  the  situ- 
ation might  be  checked  to-day;  that  was  sometime  ago — August 
28.    The  situation  was  worse  then. 

The  Chairman.  You  will  check  it  to-day. 

The  third  question  to  you,  in  our  letter,  Col.  Wentz : 

I  assume  from  the  newspaper  reports  of  the  coal  situation  in  the  North- 
west that  you  have  been  disappointed  in  the  working  out  of  the  priority 
orders,  and  your  advice  as  to  why  tliose  orders  have  not  worked  out  would 
be  appreciated. 

C^L  Wentz.  As  I  have  just  testified,  those  orders  worked  so 
satisfactorily  in  the  Northwest  and  in  New  England  that  they 
were  withdrawn  because  they  were  no  longer  necessary  to  insure 
a  supply  of  coal  for  those  sections. 

Mr.  Miller.  Mr.  Chairman,  I  have  a  letter  from  Mr.  Grover- 
man,  of  the  Northwestern  Coal  Dock  Operators'  Association,  in 
reply  to  our  letter,  in  reply  to  our  letter,  which  gives  a  contrary 
view  of  the  situation,  as  of  October  27;  he  reports  about  a  25  per 
cent  shortage  in  coal,  and  says  that  the  situation  has  not  worked 
out  satisfactorily  at  all. 

Col.  Wentz.  Mr.  Groverman  represents  interests  which  prefer 
to  sell  to  the  northwestern  railroads  lake  coal.  Their  business  has 
been  that. 

Mr.  Miller.  He  says  he  has  paid  as  high  as  $11  for  coal. 

Col.  Wentz.  Where,  at  what  point,  at  the  head  of  the  Lakes,  or  at 
some  other  point? 

The  Chairman.  He  says  in  his  letter: 

•  ♦  •  due  to  the  fact  that  we  have  had  ta  purchase  on  open  market  coal 
forced  Into  Lake  Erie  pools  by  order  No.  10  at  prices  ranging  from  $7.50  to 
$11  per  ton  f.  o.  b.  mines.' 

Col.  Wentz.  I  heard  of  no  sales  as  high  as  $11,  Senator,  and  I  have 
heard  them  as  low  as  $5.25. 

The  Chairman.  "Again,  we  have  received  a  percentage  of  the  coal 
<x>ntracted  for  early  in  the  season  at  $3.50  and  $4  f .  o.  b.  mines  so  that 
you  can  see  the  result  would  be  various  prices  due  entirely  to  the 
cost  at  the  mines,  operating  costs  on  the  docks,  and  the  constant 
fa<*tor  of  transportation  charges." 

Col.  Wentz.  I  do  know  informally  that  section  5  of  the  lYiter- 
state  (,^oinmerce  Commission  communicated  with  the  Governors  of 
Michigan*  Wisconsin,  Minnesota,  North  Dakota,  South  Dakota,  the 
presidents  of  some  of  the  large  railroads  operating  in  the  Northwest, 
and  with  some  commercial  bodies  in  Minneapolis  and  St.  Paul,  ask- 
ing them  to  show  reason  whjr  order  No.  10  should  not  be  withdrawn; 
that  it  had  in  mind  the  withdrawal  of  that  order,  as  there  was  a 
iTTowing  accumulation  of  loaded  coal  cars  at  the  Lake  Erie  ports, 
which  were  not  being  unloaded  and  transported  up  the  Lakes. 

I  am  also  advised  informally  that  no  replies  were  made  to  that 
communication  of  the  Interstate  Commerce  Commission,  and  that 
after  waiting  a  week,  and  the  accumulation  continuing  to  grow  be- 
cati5se  of  failure  to  buy  coal  and  to  unload  it,  that  the  commission 
writlidrew  the  order,  exactly  as  it  did  in  the  New  England  situation. 
The  orrler  was  maintained  until  the  New  England  people  discon- 
tinued the  fight  on  it. 
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Mr.  Miller.  Mr.  Chairman,  Mr.  Groverman  writes  : 

Service  order  No.  10,  rquiring  the  shipment  of  4,000  cars  per  day  lo  Lake 
Erie  ports,  was  not  complied  with  by  the  railroads  between  July  26  and  Octo 
ber  4. 

The  Chairman.  Is  that  in  keeping  with  your  information.  Col. 
Wentz  ? 

Col.  Wentz.  It  took  a  little  while,  two  or  three  weeks,  to  get  that 
order  working,  and  after  it  had  operated  for  two  or  three  weeks 
longer,  it  was  found  that  the  tonnages  assigned  to  the  different  pro- 
ducing railroads  transporting  coal  under  that  order  had  to  be  re- 
adjusted. 

I  remember,  for  instance,  that  the  daily  number  of  cars  assigned 
to  the  Chesapeake  &  Ohio  Railroad  was  so  large  that  it  was  physi- 
cally impossible  to  put  those  cars  through  the  westbound  gateways, 
and  jams  resulted  with  tidewater  generally  as  well  as  Lake  coal. 

Several  other  instances  of  a  similar  nature  were  discovered,  and  a 
readjustment  of  tonnages  was  found  to  be  necessary,  but  I  do  know 
that  during  the  last  two  or  three  weeks  that  order  was  effective,  that 
in  some  weeks  the  railroads  delivered  more  than  4,000  cars  a  day  for 
the  week. 

The  Chairman.  Four  thousand  cars  a  day  ? 

Col.  Wentz.  Four  thousand  cars  a  day  for  periods  of  a  week,  and 
the  order  was  working  splendidly  at  the  time  it  was  withdrawn. 

The  Chairman.  The  letter  to  Mr.  Groverman  and  Mr.  Grover- 
man's  reply  can  be  put  into  the  record. 

(The  letter  to  Mr.  Groverman  is  as  follows:) 

29  Wkst  Thirty- ninth  Strket,  New  York  City. 

October  10,  1920. 
Mr.  William  H.  Orovkrman,  x 

Secretary  Xotihwc'it  C(/nl  DncJ:  OiKvatftrfi'  AfiKociation, 

Minneapolis.  Minn. 

My  Dear  Mr.  (tRoverman  :  In  y<)ur  testimony  before  this  committee  on  July  21 
yon  stated  that  the  shortage  of  coal  in  the  Northwest  was  increasins:,  am]  at- 
tribnted  the  shortnpe  to  the  lack  of  cars  to  move  coal  to  the  Lake  ports. 

You  felt  that  a  constructive  solution  of  the  difficulty  would  be  to  specify 
what  a  coal  car  ts  and  use  it  exclusively  for  the  purpose,  and  that  the*  crisis 
mlRht  then  be  overcome  within  30  days.  You  gave  the  committee  an  outline  of 
car  service  order  No.  10,  the  substance  of  which  you  had  drawn  to  the  atten- 
tion of  the  Interstate  Commerce  Commission  as  early  as  May  13  of  this  year, 
this  order  being  one  in  the  drafting  of  which  you  personally  assisted,  making 
up  details  of  amounts. 

You  thought,  if  it  is  remembered  correctly,  that  if  this  order  were  enforced. 
it  would  take  care  of  the  coal  situation  in  the  Northwest,  and  you  statCHi  that 
you  were  going  to  "  camp  on  the  trail  "  and  see  that  It  was  executed,  and  that 
you  were  going  to  have  a  conference  at  an  early  date  with  Mr.  Griggs  in  Cleve- 
land. The  chairman  stated  at  that  time  that  he  would  be  very  glad  If  you 
would  drop  the  committee  a  line  about  this  matter,  and  the  committee  would 
now  like  to  inquire  as  to  whether  the  order  has  met  your  requirements.  The 
committee  has  followed  coal  matters  in  New  England  and  the  Northwest 
closely  before  and  subsequent  to  the  Issuance  of  car  service  order  No,  10, 
and  your  comments  on  this  order  would  form  a  valuable  addition  to  the  re<H>rds 
of  this  committee.  Inasmuch  as  recent  newspaper  reports  would  lead  to  the 
Inference  that  the  coal  situation  In  the  Northw^est  continues  to  be  critical. 

The  committee  would  also  be  pleased  to  be  Informed  as  to  the  amouut  of  *'*>u\ 
received  to  date  by  the  24  distributing  docking  companies  comiiared  wiTh  th»» 
amount  received  up  to  the  same  date  last  year.  As  it  is  recallwl,  you  tpfftlfit*! 
that  the  distribution  of  these  docks  averaged  about  11,000,000  tons  per  year; 
that  at  the  opening  of  the  Lakes  In  1920  you  had  on  hand  about  8G0»000  tons; 
that  the  available  supply  at  the  distributing  docks  for  1019  was  12.700.0iH» 
tons,  composed  of  lake  shipments  of  9.300,000  tons  and  coal  left  over  at  the  open- 
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iiiK  of  the  Lakes  of  3.400,000  tons;  that  the  available  supply  at  the  {listrlbutinj; 
4l(K*ks  for  1918  was  14,100,000  tons,  composed  of  lake  shipments  of  13,100,000  tons 
nnd  iMMil  left  over  on  docks  at  opening  <>f  Lakes  of  1.000,000  tons;  that  the  avail- 
able supply  at  the  distributing:  docks  for  1917  was  12.500,000  tons,  composed  of 
lake  shipments  of  11,900,000  t(ms  and  coal  left  over  on  docks  at  opening  of  Lakes 
of  600.000  tons. 

Will  you  also  funiLsh  the  committee  with  information  as  to  the  prices  at  which 
cMml  Is  being  sold  by  tiie  distributing:  docks  to  the  consumers  durlnjr  the  present 
season? 

Very  truly,  yours, 

F.   T.   MiLLKR, 

Assistant  to  Commiite*\ 

(ifr.  fTroverman's  letter  is  here  printed  in  full  as  follows:) 

0(  TOiiKU  27,  1920. 
Mr.  Franklin  T.  ^Tiller, 

Afisi.staut  to  Special  Cf/mmittcr  on  Reconstruction  and  Production, 

29  liVsf  Thirty-ninth  i^trcct,  AVir  Vork  City, 

Mr  I>KAR  Mr.  Miller:  In  further  connection  with  your  request  of  October  10. 
(d*.*;  ^f  Im»  advisi'd  thai  altln)Ui:h  every  elTnrt  was  used,  st^vicc  order  No.  10, 
requlrin;^  the  .shipment  of  4,0(X)  cars  per  day  to  Lake  Erie  ports,  Avus  not  com- 
plied with  by  the  railroads  between  July  26  and  Octf»ber  4. 

Twicv  duringr  rlmt  time  tlie  railroads  were  called  into  consultation  with  tl,*' 
Intel  state  Commerce  Commission  and  jflven  frankly  to  understand  that  it  would 
have  to  be  carried  out  in  order  to  furnish  the  Nortliwest  with  the  necessary  coal 
supply,  and  both  of  tiiese  times  the  railroads  promised  faithfully  to  see  that  it 
was  done;  but,  unfortunately,  the  coal  did  not  move  under  the  order  as  was 
anticipated,  due  entirely,  it  is  my  belief,  to  the  inability  of  the  railroads  to 
s*»<"ure  eu<»UKh  coal  cars  to  supply  the  mines  In  the  territory  that  ships  to  the 
L«k<^'^.  These  cars  hn\e  l)een  extensively  used  for  all  other  purposes,  and  bears 
•  •ut  the  recommendation  made  before  your  committee  in  July,  that  the  only  solu- 
tion to  the  problem  was  to  use  coal  cars  exclusively  for  coal  for  a  limited  i>eriod 
in  onler  to  bring  the  prod u<"t ion  up  to  the  demand. 

The  facts  relative  to  the  coal  supply  of  the  Northwest,  as  comparetl  with  last 
»ear.  are  tiiven  to  you  in  the  following  table,  which  I  believe  answers  all  the 
inquiri<'s  you  made  relative  to  the  supply,  and  clearly  indicate  the  shortage  the 
Northwest  is  facing  after  the  1st  of  December,  when  all  hope  of  relief  by  lake 
Is  flb^mdoned  and  the  diflRculties  of  receiving  It  all  rail  so  numerous  as  to  make 
rt»ISef  from  that  quarter  practically  impossible,  to  say  nothing  of  an  enormous 
transportation  waste  to  move  coal  all  rail  into  this  territory. 

Cinf:o    rrrtiida   to   Oct.   20. 
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Anthracite. 
1,242,276 

BituminoiLs. 

5,fi6-t,,153 
4, 2 W,  793 

Anthracite. 

1,143,394 
>1'j9.234 

BltuminoiLS. 

Anthracite. 

• 

Bitiiniinous. 

• 

2.0-24,05s 
2.290.162 

2,x\9,o:Xi 

2.101,510 

8,5X9,511 

6..'>;n),9r,5 

I»»«cr«"a»i». . .. 

140,614 

\,i'£i,7M 

2H4,180 

62,'.  796 

2.237,546            2,049,556 

'  Iiicre-iiso. 


In  cf»ncIu8ion,  this  oflice  has  no  figures  relative  to  the  price  of  either  anthra- 
f  He  or  bituminous  coal,  but  understand  there  is  a  wide  range  between  prices 
ttiikf^l  for  the  same  bituminous  coal  by  do<-ks  at  the  head  of  the  Lakes,  due  to 
rt»**  fact  that  we  have  had  to  purchase  on  oi)€n  market  coal  forced  into  Lake 
Krle  p^iols  by  Order  No.  10  at  prices  ranging  fmm  $7.50  to  $11  per  ton  f.  o.  b. 
mines.  Again,  we  have  received  a  percentage  of  the  coal  contracted  for  early 
m  Um»  season  at  $3.50  and  $4  f.  o.  b.  ndne.s,  so  that  you  can  .see  the  result 
wtitiM  h<*  various  prices  due  entirely  to  the  Ci>st  at  the  mines,  4»p*'nitlng  costs 
Mfi  the  ihtrkn^  and  tlie  constant  factf»r  of  transportation  charges. 

If  there  In  any  further  information  you  wish,  or  if  I  can  be  of  any  service 
f.\  fliipearlug  before  you  this  coming  month  before  navigation  closes,  I  will 
!»••   very  glad  to  do  s<o.  believing  that  there  are  a  great  many  angles  to  the 
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situation  confronting  us  in   the   Northwest  which  it  will  be  impossible  to 
discuss  except  personally. 
Yours,  very  truly, 

W.  H.  Grovebman,  Secretary. 

The  Chairman.  You  have  answered  the  next  question  here  by  the 
last  one.  You  have  said  that  for  some  weeks  this  averaged  more  than 
4,000  cars  per  day. 

Col.  Wentz.   Yes,  sir. 

The  Chairman.  You  stated  in  your  testimony  that  "  The  railroad 
people  and  the  producers  of  coal  and  some  of  the  important  whole- 
salers are  now  trying  to  work  out  a  plan  which  will  make  it  im- 
possible to  ship  any  of  the  coal  to  any  of  the  tidewater  ports  for 
speculative  purposes."  You  state  that  the  larger  export  prices  would 
have  to  be  corrected ;  that  it  might  take  30  days  to  make  this  plan 
operate,  but  that  the  speculative  prices  should  be  stopped.  The  com- 
mittee would  like  to  learn  whether  or  not  this  plan  has  ever  been 
worked  out. 

Col.  Wentz.  A  plan  was  worked  out  which  did  have  a  very  marked 
corrective  effect  on  the  speculative  situation  at  tidewater  ports,  and 
I  think  that  the  speculation  has  substantially  disai)peared  and  was 
done  away  with  largely  as  a  result  of  the  plan  which  was  adopted 
by  the  wholesalers,  the  operators,  and  the  railroads. 

The  Chairman.  So  that  the  matter  contained  in  this  question  has 
substantially  been  complied  with. 

Col.  Wentz.  I  think  very  satisfactory  results  were  obtained.  I 
have  no  doubt  you  will  find  scattered  mstances  where  people  did 
continue,  but  T  do  know  that  many  of  the  offenders  promptly  had 
their  export  licenses  taken  away,  and  they  were  not  renewed; 
so  I  think  the  plan  which  was  worked  out,  which  was  based  largely 
on  the  issuance  of  licenses  to  exporters  of  coal,  did  secure  very  satis- 
factory results. 

The  Chairman.  Are  those  licenses  still  being  issued? 

Col.  Wentz.  In  some  instances ;  yes,  sir. 

The  Chairman.  Are  some  coal  exporters  without  license  to-day? 

Col.  Wentz.  I  am  not  prepared  to  answer  that.  I  will  supply 
that  information  for  you ;  1  will  write  you  a  letter  about  that. 

The  Chairman.  You  will  remember  that  Mr.  Willard  testified 
that  "  under  the  rules  that  are  on  file  and  approved  by  the  Interstate 
Commerce  Commission  the  speculator,  if  you  please,  has  the  right 
to  buy  a  car  of  coal  and  ship  it  to  a  port  and  hold  it  there  indefi- 
nitely  if  he  pays  the  regular  public  charge  of  $2  a  day.  Now,  it  is 
perfectly  lawful  for  him  to  do  that,"  is  it  not  ? 

Col.  Wentz.  It  was. 

The  Chairman.  Is  it  now  ? 

Col.  Wentz.  No,  sir;  he  can  not  do  it;  the  new  rules  corrected 
that. 

Mr.  Miller.  When  was  it  corrected  ? 

Col.  Wentz.  I  will  give  you  that  date.  It  was  corrected  gener- 
ally, Mr.  Miller,  as  a  result  of  the  work  which  was  done  by  the  com- 
mittee to  overcome  the  speculative  situation. 

The  Chairman.  Beferrin^  to  the  Interstate  Commerce  Commis- 
sion's order  designed  to  limit  the  use  and  holding  of  coal  cars  for 
speculative  purposes,  reconsienment,  etc.,  if  I  remember  correctly, 
you  said  in  your  testimony  that  the  National  Coal  Association  had 
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gone  on  record  as  early  as  May,  passing  a  resolution  favoring  such 
an  order,  and  that  the  Interstate  Commerce  Commission  had  given 
the  matter  very  serious  consideration  before  putting  the  order  into 
effect  in  July.  During  your  testimony  your  attention  was  turned 
to  the  fact  that  this  order  was  permissive,  but,  nevertheless,  you  felt 
it  would  be  effective  and  that  the  railroad  people  were  for  it.  In- 
formation subsequently  received  by  the  committee  is  that  this  per- 
missive order  was  revoked  some  time  in  August.  Can  you  advise 
the  committee  as  to  why  the  order  was  revoked  and  what  has  been 
the  effect  of  the  continuous  use  of  freight  cars  for  speculative  pur- 
])oses? 

(^ol.  Wextz.  Mv  information  is  that  the  railroads  have  in  effect 
an  order  to-day  which  snbstantiallv  prevents  the  reconsignmcnt  of 
cars  loaded  with  coal,  and  it  is  so  drastic  that  the  American  AVhole- 
sale  Association  is  now  agitating  the  question  of  having  the  order 
mo<lified  so  as  to  permit  a  more  flexible  use  of  the  reconsignment 
of  coal,  the  proposition  being  advanced  that  the  production  of 
bituminous  coal  has  so  increased  that  it  is  no  longer  necessary  to 
resort  to  the  emergency  drastic  reconsignment  orders  now*  in  enect. 
No  action,  however,  has  yet  been  taken  to  meet  their  views. 

Mr.  MiixER.  Mr.  Chairman,  the  question  is  not  exactly  on  the 
method  of  the  reconsignment.  The  question  is,  Is  it  now  perfectly 
lawful  for  a  common  speculator,  if  you  please,  to  buy  a  car  of  coal 
and  ship  it  to  a  port  and  hold  it  there  indefinitely,  if  he  pays  the 
regular  public  charge  of  $2  a  day? 

Col.  Wentz.  I  can  not  answer  the  question  whether  it  was  lawful 
or  not.    1  know  that  under  the  existing  rules  it  can  not  be  done. 

The  Chairman.  And  is  that  being  done  ? 

Col.  Wentz.  No,  sir. 

The  Chairman.  You  are  quite  certain  of  that  ? 

Col.  Wentz.  (Jenerallv  it  is  not  being  done.  You  may  have  evi* 
dence  of  a  few  cases  wtiich  come  up,  and  are  corrected  as  fast  as 
thev  are  detected. 

The  Chairman.  At  the  time  of  your  testimony  tidewater  export  of 
coal  was  averaging  about  2,000,000  tons  per  month.  Can  you  give  the 
committee  the  approximate  fibres  for  August  and  September  and 
an  estimate  for  October?  Is  it  your  opinion  that  the  present  coal 
strike  in  (ireat  Britain  is  likely  to  raise  prices  through  increasing 
demand  for  export? 

Col.  Wentz.  The  export  of  coal  to  Europe,  South  America,  Pan- 
ama, Porto  Rico,  and  Cuba  for  July  was  2,000,000  tons;  August, 
2.'^^f^K<^  tons;  September,  2,300,000  tons;  and  24  days  of  October, 
2.2  f!>,(X)0  tons. 

The  <'oal  strike  has  been  settled,  and  I  do  not  think  the  possibility 
rif  It  had  anv  serious  effect  on  the  situation,  because  from  the  best 
information  1  can  receive  fill  of  the  coal  is  being  exported  which  can 
Ih»  put  over  the  piers:  the  piers  would  not  accommodate  any  more 
rortl  than  is  now  moving  for  export. 

Vnu  will  note  that  commencing  with  April,  1920,  the  export  load- 
ing hns  averaged  approximately  2,000,000  tons  per  month,  and  in  no 
month  it  has  exceeded  more  than  24^32,(K)0 ;  that  has  been  as  low  as 
l^HK),rWK):  that  is  al>out  all  the  piers  will  do. 

The  Chairsian.  Col.  Wentz,  you  referred  a  moment  ac:o  to  the 
f  \port  of  coal  to  Europe  and  South  America  and  the  Isthmus  and 
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West  Indian  Islands.    Does  that  statement  include  all  the  coal  ex- 
ported, or  is  there  coal  sent  to  other  parts  of  the  world  ? 

Col.  Wentz.  I  obtained  water  movement  export  as  differentiated 
from  the  export  to  Canada,  which,  of  course,  was  a  normal  situation 
which  has  been  in  effect  for  many  years.  I  have  the  Canadian  fig- 
ures, if  you  want  them. 

The  Chairman.  I  want  them.  But  just  a  moment.  Does  that 
statement  of  water  export  include  coal  that  may  have  gone  to  Asia 
or  Africa? 

Col.  Wentz.  Yes.  sir. 

The  Chairman.  You  do  not  mention  Asia  and  Africa;  that  is  why 
I  asked. 

Col.  Wentz.  I  have  not  heard  of  any  going  to  Asia ;  I  have  heard 
of  some  going  to  Africa. 

The  Chairman.  You  are  quite  sure  the  figures  you  quote  include 
all  of  that? 

Col.  Wentz.  All  Atlantic  export;  there  is  no -export  of  coal  from 
Pacific  ports,  that  I  know  of.    If  there  is,  it  is  infinitesimal. 

The  Chairman.  WHiat  are  the  Canadian  exports — exports  to 
Canada  ? 

Col.  Wentz.  Lake  and  rail.    For  what  period  do  you  want  them? 

The  Chairman.  Julv,  August,  and  September. 

Col.  Wentz.  July,  August,  and  September;  July,  1,886,(X)0  tons; 
August,  2,091,000  tons;  September,  1,974,000  tons.  Figures  supplied 
by  the  Department  of  Commerce. 

The  Chairman.  So  that  would  mean  altogether  an  average  of 
4,000,000  tons  a  month  ? 

Col.  Wentz.  Yes,  sir. 

The  Chairman.  Water-borne  coal  and  rail-borne  coal  together? 

Col.  Wentz.  Export  coal. 

These  figures  are  lower,  Senator,  than  they  were  for  the  corre- 
sponding months  of  1918,  and  will  average  substantially  the  same 
as  the  corresponding  months  of  1919 ;  that  is,  the  export  to  Canada. 

The  Chairman.  It  is  reported  in  a  newspaper  dispatch  finm 
Washington  that  the  National  Coal  Association,  at  the  sugge^^tion  of 
the  Attorney  General,  had  called  a  meeting  of  the  mine  owners  iQ 
Cleveland  for  October  26,  and  that  the  Attorney  General's  su^l'O^- 
tion  carried  the  assurance  that  any  action  toward  reduction  of  prin*^ 
and  elimination  of  profiteering  would  not  be  construed  under  ilio 
Lever  Act  as  an  infringement  of  the  law;  that  you  promise!  to 
place  the  suggestion  of  tne  Attorney  General  before  the  coal  opera- 
tors, and  that  a  large  attendance  is  expected ;  that  the  Attorney  H**!!- 
eral  has  assured  you  that  action  to  reduce  high  prices  if  taken  with- 
out infringement  on  certain  limitations,  which  he  will  communicnte 
to  you,  and  the  necessary  discussion  thereon  by  the  bituminous  oo«I 
operators  attending  the  meeting,  would  not  oe  in  violation  of  the 
Sherman  Act  or  any  other  law.  The  committee  would  be  intoro-n'«l 
in  receiving  information  from  you  as  to  the  nature  of  the  sui:ir«^s- 
tions  received  from  the  Attorney  General. 

Col.  Wentz.  A  meeting  of  about  1,200  bituminious  coal  operators 
representing  the  production  of  coal  from  the  Pacific  and  the  Atlnrtir 
coast,  was  held  in  Cleveland,  October  26,  1920. 

The  following  telegram  was  received  from  the  Attorney  General. 
Do  you  want  to  copy  it  in? 
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The  Chairman.  Yes. 

Washington.  I>.  C,  October  26,  1920. 
Col.  D.  B.  Wentz, 

Uollenden  Hotel,  Cleveland,  Ohio. 

I  am  informed  that  you  have  called  a  nutting  of  operators  of  bituminous 
coal  mines  throughout  the  countrj'  at  Cleveland  for  the  purpose  of  complying 
with  my  recent  suggestion  tha  the  oi^rators  should  reduce  prevailing  un- 
reaiionably  high  prices  for  bituminous  coal  and  thus  lessen  the  number  of 
prosecutions  to  be  instituted  by  the  Department  of  Jus  ice  for  violation  of  the 
Lever  Act  in  charging  unreasonably  high  prices. 

If  the  operators  limit  themselves  at  thar  meeting  to  discussing  prices  with 
the  sole  purpose  of  preventing  unreasonably  high  prices  and  without  any  at- 
tempt fUrectly  or  indirecMy  to  fix  prices  I  would  consider  such  action  as  an 
effort  to  comply  with  the  I^ver  law.  It  would  be  particularly  helpful  to  this 
department  If  In  pursuance  of  tlie  general  purpose  lo  reiluce  prices  the  opera- 
tors could  arrange  for  reports  to  be  voluntarily  made  to  our  District  Attorney 
in  cases  where  any  operators  continue  to  charge  unjust  and  unreasonable 
prices.  You  will  understand,  of  course,  that  I  assume  there  will  be  no  effort 
din»ctly  or  indirectly  to  hold  prices  up  or  to  make  them  uniform  for  any  of  the 
producing  or  consuming  regions  either  by  the  operators  at  the  Cleveland  meet- 
ing or  by  any  of  their  committees  or  representatives. 

A.  MiTCHEix  Palmer, 

Attorney  General. 

Mr.  Miller.  Is  that  the  first  telegram,  the  one  that  you  did  not 
rea<l  at  the  meeting? 

Col.  Wentz.  Which  meeting  ? 

Mr.  Miller.  The  meeting  mentioned  there. 

C'ol.  Wentz.  I  did  read  it. 

ilr.  Miller.  There  was  one  that  was  not  read,  the  one  asking  you 
to  reduce  prices. 

Col.  Wentz.  No.  This  is  the  only  telegram  received  from  the 
Attorney  General  to  be  read  at  the  convention  in  Cleveland. 

Mr.  Miller;  You  only  received  one? 

CoL  Wentz.  For  the  Cleveland  convention ;  yes. 

The  Chairman.  Was  there  a  telegram  received  that  was  not  to  be 
read? 

Col.  Wentz.  No,  Senator.  I  think  you  have  in  mind,  Mr.  Miller, 
a  telegram  which  was  sent  to  me  bv  the  Attorney  General,  and  was 
received  by  me  in  New  York  on  Wednesday,  October  18,  in  which 
the  Attorney  General  suggested  that  some  action  be  taken  by  the 
directors  of  "the  National  Coal  Association  to  bring  about  a  reduc- 
tion in  the  high  prices  of  bituminous  coal  wherever  they  might  pre- 
vail along  similar  lines  to  the  action  which  has  been  adopted  by  cer- 
tain bituminous  coal  operators  in  West  Virginia. 

That  telegram  was  received  towards  the  close  of  that  meeting ;  its 
contents  had  been  previously  communicated  to  me,  and  the  nature 
of  the  telegtam  had  been  conveyed  to  the  directors,  and  they  had 
authorized  the  call  of  a  general  meeting  of  bituminous  coal  operators, 
or  such  other  action  as  the  chair  might  wish  to  take. 

It  was  not  necessary  to  read  the  telegram  in  detail,  and  it  was  not 
<lone,  but  I  immediatelv  replied  to  the  Attorney  (leneral  that  I  would 
like  to  meet  him  in  Washington  the  following  Monday  or  Tuesday, 
and  at  that  time  I  had  hoped  to  suggest  a  constructive  plan  of  co- 
of^eration. 

I  did  meet  the  Attorney  General  in  Washington  the  following  Mon- 
day afternoon,  and  as  a  result  of  an  hour's  conference  he  sent  the 
telegram  which  I  have  just  read  into  the  record  upon  my  advice  to 
him  that  a  large  meeting  of  bituminous  coal  operators  had  been  called 
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in  Cleveland  to  consider  his  request  in  connection  with  the  transac- 
tion of  other  business. 

Does  that  answer  your  question,  Mr.  Miller? 

Mr.  Miller.  I  think  so.  On  looking  over  the  record  of  the  report 
of  the  meeting,  there  is  a  statement  of  this  sort — the  Attorney  General 
then  said — this  is  quoting  yourself : 

That  he  would  send  me  a  communication  to  be  placed  before  this  raeetlnis. 
[Here  Mr.  Wentz  read  the  Attorney  General's  telej^ram  which  formed  the  basis 
later  of  the  action  taken  by  the  nonassociatlon  operators'  meeting.] 

Col.  Wentz.  That  was  at  the  Cleveland  meeting,  Mr.  Miller? 

Mr.  Miller.  Yes ;  that  is  the  one  I  am  referring  to. 

Col.  Wentz.  You  previously  asked  me  about  a  tele^am  that  was 
not  read  at  a  meeting.  The  iNew  York  newspapers  did  report  I  re- 
ceived a  telegram  which  I  had  pigeonholed  and  had  not  read  to  the 
meeting. 

Mr.  Miller.  The  thing  is  to  get  the  record  complete. 

Col.  Wentz.  I  have  not  a  copy  of  that  first  telegram.  I  will  send 
it  to  you  together  with  a  copy  of  my  reply.  They  have  all  been 
printed  in  the  daily  press. 

The  Attorney  General's  telegram  to  me  and  copy  of  my  reply. 

The  real  thing  I  thought  that  may  be  of  interest  to  you,  that  you 
may  be  interested  in,  was  the  Cleveland  meeting.  I  have  just  read 
the  telegram  into  the  record. 

I  willnow  read  into  the  record  the  resolution  adopted : 

RESOLUTION   ADOPTED  BY  BITUMINOUS   COAL  OPEBATORS  IN  OPEN    MEETTTIO  BASED  05 

TELEOBAH  OF  ATTORNET  GENERAL  PALMER. 

W^hereas  an  abnormal  condition  for  some  time  past  has  existed  in  the  bltuml* 
nous  coal  industry  of  this  country  due  to  inadequate  transportation  faculties, 
labor  difficulties  and  shortage,  and  other  causes,  beyond  the  control  of  the 
bituminous  coal  operators  of  the  country ;  and 
W^hereas  the  Attorney  General  has  requested  the  bituminous  coal  operators  of 
the  country  to  cooperate  with  the  Department  of  Justice  In  brining  about 
the  elimination  of  unreasonably  high  prices  for  coal  where  such  exist ;  and 
Whereas  it  is  the  sense  of  the  bituminous  coal  operators  of  the  country  that 
unreasonably  high  prices  and  unwise  practices,  where  such  exist,  in  the  indus- 
try be  eliminated:  Now,  therefore,  be  It 

Resolved,  That  the  bituminous  coal  operators  of  the  country  refuse  to  ask  »»r 
receive  unreasonably  high  prices  for  bituminous  coal  and  insist  that  all  unwise 
practices  in  the  Industry,  where  any  such  exist,  be  condemned  and  eliminated: 
and  be  it  further 

Resolved,  That  it  be  recommended  to  each  bituminous  coal  district  In  the 
United  States  that  it  immediately  establish  a  committee  in  its  districts  and  that 
such  committee  so  established  will  use  every  effort  to  cooi>erat(»  fully  with  th** 
Department  of  Justice  and  the  Federal  district  attorney  in  such  districts*  to 
bring  about  an  elimination  of  unreasonably  high  prices  and  unwise  practices, 
where  such  exist,  in  order  that  the  purpose  and  the  object  sought  by  the  Attor- 
ney General  throughout  the  whole  country  may  be  accomplished. 

The  Attorney  General  realized  it  would  be  impossible  to  secure 
immediate  action  at  that  Cleveland  convention,  because  the  matter 
must  be  referred  back  to  the  various  coal-producing  districts. 

In  my  conversation  with  him  I  gathered  the  impression  he  desired 
what  had  been  done  in  West  Virginia  to  be  made  general  throughout 
the  country,  and  this  resolution  brought  that  about. 

This  resolution  was  transmitted  to  the  Attorney  General  by  a  tele- 
gram dated  Cleveland,  October  26,  1920. 
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That  telegram  is  as  follows : 

A.  Mitchell  Palmer, 

Attorney  Qeneral  of  the  United  States,  Washington,  D,  C: 

At  a  meeting  of  the  operators  of  bituminous  coal  mines  throughout  the  United 
States,  which  was  held  immediately  following  the  meeting  of  the  National  Coal 
Association,  the  following  resolution  was  unanimously  adopted :  '*  Whereas  an 
abnormal  condition  for  some  time  past  has  existed  in  the  bituminous  coal  in- 
dustry of  this  country  due  to  inadequate  transportation  facilities,  labor  difllcul- 
ties,  and  shortage  and  other  causes  beyond  the  control  of  the  bituminous  coal 
operators  of  the  country;  and  whereas  the  Attorney  General  has  requested 
the  bituminous  coal  operators  of  the  country  to  cooperate  with  the  Department 
of  Justice  in  bringing  about  the  elimination  of  unreasonably  high  prices  for 
coal  where  such  exist ;  and  whereas  it  is  the  sense  of  the  bituminous  coal  op- 
erators of  the  country  that  unreasonably  high  prices  and  unwise  practices, 
where  such  exist  in  the  industry,  be  eliminated :  Therefore  be  it  resolved  that 
the  bituminous  coal  operators  of  the  country  refuse  to  ask  or  receive  unreason- 
ably high  prices  for  bituminous  coal,  and  further  that  all  unwise  practices 
in  the  industry,  where  any  such  exist,  be  condemned  and  eliminated.  Be  it 
further  resolved  that  it  be  recommended  to  each  bituminous  coal  district  in  the 
United  States  that  it  immediately  establish  a  committee  of  its  district  and 
that  such  committee  so  established  will  use  every  effort  to  cooperate  fully  with 
the  Department  of  Justice  and  the  Federal  district  attorney  in  such  district 
to  bring  about  the  elimination  of  unreasonably  high  prices  and  unwise  prac- 
tices where  such  exist,  in  order  that  the  purpose  and  object  sought  by  the 
Auoniey  General  throughout  tbe  whol*»  country  nmy  be  acconipliKlied." 

T.  K.  Maher, 
Chairman  of  the  meeting. 

Immediately  after  the  meeting  I  sent  this  telegram : 

CijrvELAND,  Ohio,  October  26,  1920. 
Hon.  A.  Mitchell  Palmer, 

Attorney  General  of  the  United  States,  Washington,  D.  C: 

At  a  largely  attended  meeting  of  bituminous  coal  operators,  representing 
practically  every  producing  field  In  the  United  States,  held  in  Cleveland  to-day 
I  read  your  telegram  of  this  date  addressed  to  me  here.  After  careful  considera- 
tion and  full  discussion,  a  committee  of  mine  operators  of  which  I  was  chair- 
niaB  was  appointed,  which  met  Immediately  and  drafte<l  tlie  resolution  which 
I  am  advised  has  already  been  forwarded  to  you  by  T.  K.  Maher,  an  Ohio 
operator,  chairman  of  the  meeting.  This  resolution  was  presented  to  the  meet- 
ing and  unanimously  adopted.  Operators  from  some  of  the  districts  are 
already  holding  meetings  in  Cleveland  preparatory  to  arranging  cooperation 
with  your  representatives  in  their  respective  districts,  and  other  meetings  be- 
tween your  representatives  and  operators  will  be  held  promptly  throughout 
the  several  producing  districts  of  the  country.  If  you  desire  to  see  me,  please 
«'ire  me  Philadelphia. 

D.  B.  Wentz. 

Mr.  MiiXER.  Was  there  any  other  announcement  or  suggestions 
or  reports  received  from  the  Attorney  (leneral  orally  or  in  any 
other  form? 

Col.  Wentz.  No,  sir. 

Mr.  MiLiJM.  What  was  tlie  idea  of  the  meeting  as  to  a  reasonable 
profit  i 

Col.  Wentz.  Not  discussed. 

Mr.  MiLL£R.  The  rumor  that  has  reached  the  committee  is  that 
:^  1 .1^5  was  considered  a  reasonable  profit. 

(  oL  Wentz.  It  was  not  mentioned, 4o  my  knowledge. 

Vou  will  note  the  resolution  refers  the  question  to  Uie  various 
pFTMlucing  districts  of  the  country. 

TTie  CuAiRHAN.  As  to  whether  or  not  you  contemplate  taking  any 
a<*tion  at  the  meeting  of  your  association,  as  to  the  fulfillment  of 
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contracts  with  consumers,  you  will  remember  that  in  Teply  to  the 
(juestion,  ''Are  you  in  a  position  with  your  very  strong  organization 
which  has  such  ramifications  to  enforce  the  fulfillment  of  contracts 
upon  the  part  of  your  members?  "  That  vou  replied,  "  We  are  ad- 
vised by  counsel  that  it  is  improper  and  illegal  for  us  to  in  any  way 
discuss  prices,  and  that  is  never  done,  and  we  are  not  going  to  do 
it."  When  reminded  that  the  question  referred  to  the  fulfillment 
of  contracts  with  consumers  and  not  to  prices,  you  advised  the  com- 
mittee that,  ''  We  are  not  even  permitted  to  exchange  information 
with  regard  to  which  coal  is  sold." 

Did  you  interpret  the  Attorney  (jeneral's  suggestions  as  giving 
the  coal  operators  sufficient  assurance  to  discuss  the  importance 
of  the  fulnllment  of  contracts  with  their  customers,  and  are  you 
going  to  take  any  action  in  Cleveland  to  insure  delivery  of  coal  to 
customers  under  their  contracts  in  preference  to  the  delivery  of 
spot  coal?  This  committee  has  received  information  that  90  per 
cent  of  the  gas  and  electric  companies  in  Massachusetts  made  con- 
tracts for  their  yearly  supply  of  coal  in  April  and  May  of  this 
year  at  prices  between  $3.50  and  $4,  but  had  been  obliged  to  buy  50 
per  cent  of  their  requirements  at  spot  prices  between  $14  and  $16. 
and  that  the  high  spot  prices  have  entailed  an  extra  cost  to  the  gas 
consumers  of  Massachusetts  alone  at  the  rate  of  $5,700,000  per 
year. 

(!^'ol.  Wkntz.  You  will  note  that  action  in  connection  with  the  At- 
torney (leneral's  telegram  was  not  taken  in  a  meeting  of  the  National 
Coal  AsvSociation,  but  was  taken  in  an  open  meeting  of  the  operators 
held  immediately  after  the  meeting  of  the  National  Coal  Association. 

This  open  meeting  was  attended  by  a  number  of  bituminous-conl 
operators  who  are  not  members  of  the  National  Coal  Association. 

So  far  as  I  remember,  no  specific  action  was  taken  in  connection 
with  the  fulfillment  of  contracts.  I  know  it  was  discussed  a  gooA 
deal.    I  do  not  know  whether  it  came  before  the  meeting  or  not. 

The  matter  was  not  discussed  in  an  open  meeting,  but  it  was  freidv 
discussed  between  various  operators  present,  and  I  gathered  the 
impression  from  the  operators  with  whom  I  talked  that  they  felt 
every  effort  should  be  made  to  promptly  and  fully  comply  with  all 
contracts  to  the  best  of  their  ability,  having  in  mind  car  supply  and 
other  influences  over  which  they  naturally  had  no  control. 

Mr.  Miller.  Mr.  Chairman,  I  would  like  to  submit  a  copy  of  a 
contract,  standard  form,  used  by  the  coal  operators,  and  executed 
by  the  New  York  Edison  Co.,  covering  deliveries  to  be  made  for 
50,000  tons  of  bituminous  coal  to  be  shipped  in  equal  monthly  pro- 
portions between  June  25,  1920,  and  June  30, 1921 ;  and  I  would  liki' 
to  call  your  attention  particularly  to  articles  1  and  7  in  this  standanl 
form  of  contract,  as  presented  by  the  seller. 

From  these  clauses — the  corporation  drew  our  attention  especially 
to  these  clauses — and  from  these  it  appears  that  the  seller  is  n^t 
obliged  to  carry  out  the  contract  if  interfered  with  by  car  servue 
orders  of  the  Interstate  Commerce  Commission. 

From  the  statement  of  Col.  Wentz,  president  of  the  National 
Coal  Association,  at  a  special  executive  session  in  Cleveland  on 
October  26,  as  reported  in  the  Black  Diamond  and  marked  No.  I 
on  the  margin,^  "  Kelief  should  be  granted  to  the  Northwe<5t  bv  c«J»l 
operators  having  contracts  to  supply  coal,  that  they  should  l»e 
forced  to  ship  100  per  cent  on  those  contracts  daily,  and  that  the 
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Interstate  Commerce  Commission  should  draft  an  order  to  make 
that  mandatory.'' 

Col.  Wbntz.  Pardon  me.  Will  you  read  the  rest  of  that?  The 
rest  of  that  that  goes  in  connection  with  it. 

Mr.  MnjiKB.  Perhaps  it  may  be  well,  Mr.  Chairman,  to  put  the 
whole  record  in  the  record :  two  pages  long. 

CoL  Wentz.  The  reason  1  ask  that  Question,  Mr.  Chairman,  is  that 
that  was  the  desire  of  the  operators,  tnat  this  committee  would  give 
this  matter  consideration,  and  they  were  advised  by  their  counsel, 
wiiich  opinion  was  afterwards  confirmed,  that  the  commission  had 
no  authority  to  write  such  an  order. 

I  simply  wanted  to  make  it  clear  for  the  reason  why  it  was  not 
done.  It  was  the  desire  of  the  operators  and  the  railroads  that  it 
should  be  done. 

Mr.  MhjaER.  The  reason  that  I  draw  it  to  the  attention  of  the 
chairman  of  the  committee  is  that  it  appears  that  the  Interstate 
Commerce  Commission  had  to  be  invoked  in  making  the  operators 
deliver  100  per  cent  on  their  contract. 

From  a  statement  which  you  will  note  there,  marked  ^'  2,"  it 
appears  that  the  coal  operators  in  the  spring  appointed  a  committee 
to  cooperate  with  the  railroads  and  secure  such  action  as  might  be 
necessary  in  various  ways  to  prevent  the  appointment  of  a  Fuel 
Administrator,  and  that  Mr.  Willard,  of  the  railroad  committee, 
told  CoL  Wentz  that  he,  as  representing  the  railway  industry,  was 
•>5ilin^  to  do  anything  to  prevent  another  industry  from  tailing 
under  Federal  control,  thus  opening  the  consideration  of  Federal  con- 
trol  of  the  railways  and  other  great  industries,  that  much  is  due  to 
Mr.  Willard,  and  that  one  of  the  principal  reasons  why  the  bitumi- 
nous coal  industry  to-day  is  not  under  Federal  control  has  been  Mr. 
\\'illard's  unselfish  and  untiring  assistance. 

In  the  paragraph  marked  "  3  "  Col.  Wentz  (quotes  Mr.  Willard  in 
-^ulistance  as  having  told  him  thai  in  his  opinion,  and  he  had  been 
u.»rkiiii^  a.*-  clo^ely  and  as  wisely  in  the  situation  as  any  of  your 

•  Miumittet^ft,  "tlie  coal  industry  would  unaue.stionably  be  under  Fed- 
**ral  control  to-day  if  it  had  not  been  handled  througli  your  National 
<  oal  Association  in  the  way  it  has  been  handled,  or  in  a  way  sinji- 
l.ir  to  the  way  it  has  been  handled." 

In  paragraph  marked  '*4"  Col.  Wentz  is  quoted  as  havin^^  >aid  in 
^ub>tance.  '^Day  bv  day  either  your  vice  president,  Mr.  Morrow,  or 
I  went  to  the  White  House  for  three  weeks  and  kept  Mr.  Tniniilty 
.n  formed  of  what  was  being  done." 

In  paragraph  marked  "5"  Col.  Wentz  is  mioted  as  having  sai<l 
.n  -iib^tance  tnat  "In  the  latter  part  of  June  ^Ir.  Tumulty  selected 
Mr.  Alvord,  of  the  Railway  Administration,  to  be  his  coal  advisf^r, 
iM.J  MS  Mr.  Tumulty  was  too  busy  a  man  to  confer  with  all  of  the 
;►•  ..pie  wlio  went  to  the  White  House  to  complain  of  the  coal  situa- 

In  paragraph  marked  "6"  Col.  Wentz  is  quote<l  as  having  said 
.»   -iil>stanc*e  that  '"Mr.  Alvord  has  given  great  assistance  to  your 

•  '  4  ial8.  to  the  officers  of  your  organization,  in  arranging  to  meet 
t.oMtiml  situations  as  thev  arose  in  different  parts  of  the  country  in 

..•>fi*-«*tion  with  the  coal  industry." 
<  »d-  WrxTz.  I  beg  your  pardon:  what  is  that? 
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[Air.  Miller  hands  article  to  Col.  Wentz.] 
Col.  Wentz  (reading) : 

Mr.  Alvord,  without  expressing  himself  as  being  in  favor  or  not  in  favor  of 
Federal  control  of  the  industry,  certainly  did  not  push  his  influence  with  the 
White  House  to  have  himself  appointed,  and  he  has  been  most  reasonable,  loost 
constructive,  and  most  helpful  in  considering  the  problems  we  have  hart  to 
bring  up ;  and  many  times  Mr.  Alvord  has  given  great  assistance  to  your  offi- 
cials, to  the  officers  of  your  organization,  in  arranging  to  meet  i>oUtlcal  sdtiw- 
tions  as  they  arose  in  different  parts  of  the  country  in  conne<*tion  with  tbe 
coal  industry. 

Mr.  Miller.  In  paragraph  marked  "  7  "  Col.  Wentz  is  quoted  as 
having  said  in  substance  that  "  It  (the  White  House)  had  consid- 
erable doubt  as  to  whether  the  commission  (the  Interstate  Com- 
merce Commission)  would  exercise  such  authority  as  it  might  have. 
So  if  in  any  way  that  authority  was  discredited,  it  placed  the  White 
House  immediately  in  a  position  to  say:  'As  we  thought,  gentlemen* 
we  went  ahead  at  your  suggestion,  the  suggestion  of  the  coal  opera- 
tors, but  as  we  thought,  it  is  now  necessary  for  us  to  confer  real  au- 
thority on  some  one  to  take  care  of  the  emergency.' " 

From  these  statements,  Mr.  Chairman,  it  has  been  inferred  b)'  some 
that  the  coal  operators,  the  railroads,  and  the  White  House,  tnrough 
Mr.  Tumulty  and  Mr.  Alvord,  have  been  working  together  and 
handling  the  coal  situation,  influencing  the  issuance  of  Interstate 
Commerce  Commission  orders,  which  have  beeii  set  up  by  the  coal 
operators  as  an  excuse  for  nonfulfillment  of  their  contracts  under 
the  clauses  1  and  7. 

Now,  do  you  feel  that  that  is  a  fair  quotation,  Col.  Wentz,  of  that 
article  there? 

Col.  Wentz.  I  do  not  feel  that  is  a  fair  inference  to  make  from 
the  situation,  because  I  know  that  neither  Mr.  Tumultv  nor  Mr. 
Alvord  nor  the  Interstate  Commerce  Commission  had  taken  anv 
action,  either  directly  or  indirectly,  which  would  bring  about  or 
excuse  operators  from  fulfilling  their  contracts,  and  sucn  an  infer- 
ence is  unfair  and  improper. 

Mr.  Miller.  In  paragraph  No.  8,  Mr.  Chairman,  Col.  Wentz  i? 
quoted  as  remindinof  the  executive  committee  that  by  a  resolution 
passed  at  Atlantic  C  ity  the  officers  of  the  National  Coal  Association 
were  directed  to  oppose  in  every  possible  manner  the  practice  of 
assigned  cars. 

In  paragraph  marked  "  9  "  Col.  Wentz  is  quoted  as  having  said  in 
substance  that  the  Interstate  Commerce  Commission,  in  an  informal 
hearing  with  the  repre^sentatives  of  the  coal  operators  and  Mr.  Wil- 
lard  and  Mr.  Elliott,  representing  the  gas  and  electric  comi>anies  of 
the  country,  agreed  to  rewrite  its  service  order  in  connection  with 
assigned  cars  for  the  public-service  people,  and  also  issued  an  order 
which  required  the  commission  itself  to  pass  upon  all  emergency 
relief  granted  a  public-service  corporation  in  the  way  of  assigned 
cars. 

And  in  this  connection,  Mr.  Chairman,  this  committee  has  received 
a  letter  from  Mr.  Lieb,  of  the  New  York  Edison  Co.,  statin«r  that 
his  company  was  in  dire  need  of  coal.  That  has  been  put  in  as  nn 
exhibit. 

Can  you  tell  the  committee,  CoL  Wentz,  as  to  why  that  car-service 
assignment  order  was  opposed  by  vour  association  in  resolution  at 
Atlantic  City? 
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Col.  Wentz.  It  has  been  the  practice  of  some  railroads  to  buy 
fxiel  coal  at  prices  which  they  have  named  by  agreeing  to  provide 
enough  cars  to  operate  the  mine  or  mines  of  the  seller  loading  rail- 
road fuel  coal  100  per  cent  capacity  during  the  term  of  the  contract. 

At  such  times  when  there  has  been  an  insufficient  supply  of  cars 
neighboring  mines  have  only  been  able  to  operate  from  one  to 
three  days  per  week,  whereas  the  mines  loading  railroad  coal  under 
the  assigned  car  purchase  arrangement  were  operated  six*  days  a 
week.  The  men  working  in  mines  operating  from  one  to  three 
days  a  week  naturally  became  very  much  disturbed,  frequent 
8tnkes  had  resulted,  labor  disturbances  generally  have  occurred, 
and  the  practice  has  proven  so  bad  for  the  general  production 
of  coal  throughout  the  United  States  that  the  coal  operators  have 
sought  to  have  the  railroads  secure  their  supply  of  coal  under  the 
same  terms  and  conditions  which  other  public-service  corporations 
secure  their  supply  of  coal. 

So  far  as  the  action  taken  with  respect  to  assi^ed  cars  is  con- 
cerned, under  a  previous  order  of  the  commission  any  public- 
service  corporation  could  obtain  assigned  cars  if  it  was  able  to 
present  to  the  commission  a  certificate  of  emergency  approved  by 
the  delivering  railroad  and  by  the  Public  Service  Commission  for 
the  State  or  district — that  is,  the  State  public  service  commission 
f<ir  the  Slate  or  district  in  which  the  public-utility  plant  was  lo- 
cated. 

When  that  order  became  operative,  approximately  the  1st  of 
Au^st,  in  the  eastern  territory,  which  I  have  described  as  pro- 
ducing some  30,000,000  tons  of  coal  per  month — the  Appalachian 
difitrict — the  assigned  cars  of  all  kinds  under  the  commission's 
ruling  were  approximately  20,000  per  week. 

Hy  the  middle  of  September,  six  weeks  later,  they  had  risen  to 
41/)<H)  per  week  and  were  still  mounting,  and  in  s/>nH*  sections  of 
the  country  the  number  of  assigned  cars  absolutely  al)S()rl)e(l   all 

•  »f  the  a\ailiible  car  supply,  and  any  mines  which  had  not  onlers 
fi>r  railroad  fuel,  or  orders  for  ))ul)lic-service  cor|)orations,  or 
orders  from  customers  wln)  were  obtainin*^  the  siinie  cars  under 
tho  orders  of  the  commission,  were  unable  to  operate — some  of 
them  not  at  all:  and  of  course  lai>or  disturbances  resulted,  as  their 
«»niplnyees  had  to  live  and  make  a  living  in  some  way,  and  the  coal 
operutorb  could  not  continue  to  advance  their  money  indefinitely 
with  no  income. 

Where  I  say  "cars"  I  refer  to  coal  cars  throughout  the  answers 
to  this  Question. 

Mr.  MiiXER.  In  that  connection.  Col.  Wentz,  I  notice  in  to-day's 
Herald  a  statement  of  abuses — that  is,  a  statement  such  as  this: 

It  wa»  iie(VH54ary  to  wake  np  all  concorne<l.  They  linrt  to  bo  ronvinoe<l  of 
wTiat  the  Department  of  Justice  already  knew — that  extortionate  prioefl  were 
line  primarily  to  j?raft  and  to  evil  practices  which  bejran  at  the  mine  mouth, 
v^hlch  talntwl  with  hrll>eo'  the  system  of  car  <listril)utlon  and  which  resorted 

•  ;.  "Sfemutlcnlly  to  tlie  jimUlln^  and  for^ln^j  of  car  permits  an<l  to  the  diversion 

•  »f  inihlic  ^<ervice  priority  (»rders. 

And  u  further  quotution  here  that  strikes  me: 

Thirf  wrtH  a  time  not  very  lonpr  a;:o  whm  tlie  c^kiI  cnrrvlni:  rnilnmd  oMldals 
^*Te  Inerwlnhin*-.  They  did  not  believe  It  wheii  they  were  told  that  th«»lr  ear 
flintributorv  were  Bellirig  tliem  out  and  taking:  Individual   brll»c<  as  hljih  as 
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.Sl,.*iOO  a  week  fnmi  favored  oi)erators  and  shippers.  But  the  Pennsylvania 
Railroad  within  the  last  few  days  has  moditied  Its  previous  attitude  of  incre- 
dulity. 

The  Interstate  Commerce  Commission  has  bestirred  Itself  also.  It  found 
that  some  of  Its  accredited  agents,  not  in  Washington  but  those  posted  in  va- 
rious parts  of  the  country,  had  been  smirched  with  the  coal  scandal.  Some 
of  them  the  law  may  yet  reach  and  punish.  Others  have  been  expelled  from 
the  service. 

Then. the  article  concludes: 

Aligning  itself  in  thorough  harmony  with  the  aims  of  the  Department  of 
Justice,  the  Wholesale  Coal  Tade  Association  of  New  York  early  last  summer 
adopted  a  series  of  pledges  for  purging  the  industry  of  its  most  heinous  abases. 
Finally,  under  still  further  pressure  from  Attorney  General  Palmer,  Ool.  D.  B. 
Wentz,  president  of  the  National  Coal  Association,  which  comprises  in  its 
membership  3,000  of  the  most  extensive  mine  ovniei*s  and  operators  of  the 
country,  established  n  committee  expressly  to  assist  in  work  of  William  Mc- 
Murtrie  Speer,  Mr.  Palmer's  lieutenant  in  this  judicial  district  Under  Ool. 
Wentz's  call  a  general  meeting  of  operators  in  session  in  Cleveland  took 
steps  for  the  appointment  of  "  fair  practices  "  committees  in  the  various  bitu- 
minous districts  and  pledged  their  unreserved  cooperation  in  the  eradication 
of  hurtful  practices  from  the  industry. 

Do  you  know  who  put  that  article  out? 

(Col.  Wentz  nodded  affirmatively.) 

Mr.  Miller.  Do  you  know  about  these  practices? 

Col.  Wentz.  No;  it  is  only  hearsay;  hearsay  on  that  pretty  gener- 

Mr.  Miller.  You  could  not  give  the  committee  anv  information 
on  it? 

Col.  Wentz.  I  have  no  pei*sonal  knowledge  of  it. 

Mr.  Miller.  In  paragraph  marked  "  12,"  Mr.  Chairman,  Col 
Wentz  is  quoted  as  having  said  in  substance  that  one  of  the  n\o<\ 
difficult  situations  his  committee  had  had  to  meet  was  the  seriousness 
of  the  retail  coal  situation  in  scattered  parts  of  the  country. 

In  paragraph  13  Col.  Wentz  is  quoted  as  having  said  in  substance: 
•'  Just  as  a  forerunner,  to  show  how  the  straws  are  blowing,  how  th<^ 
current  is  setting,  is  this  legislation  in  Indiana.  There,  as  you  know, 
the  State  has  passed  a  law  placing  the  regulation  of  the  coal  industry 
in  the  hands  of  a  commission  appointed  by  the  governor  of  that 
State.  I  am  informed  by  operators  in  other  States  that  similar  ac- 
tion is  now  being  considered  by  various  State  commissions,'*  and,  in 
substance,  that  "  the  nonproducing  coal  States  will  force  Federal 
control  of  the  coal  industry  in  self-defense  against  State  control  in 
the  producing  States." 

In  paragraph  marked  "  14  "  Col.  Wentz  is  quoted  as  having  said  in 
substance  that  this  winter  the  coal  industry  would  need  authoritative 
information  about  itself  which  it  does  not  have  now  and  that  the 
coal  industry  would  have  to  be  in  a  position  to  disprove  charges 
when  Congress  goes  into  session.  That  the  charge  may  be  Ma^Ie 
**  Well,  if  this  was  your  profit,  in  cents  per  ton,  it  was  a  perfectly 
outrageous  profit  on  your  in\  estmeiit.''  That  the  coal  industry  must 
be  able  to  answer  such  assertions  with  facts. 

In  piiragrapli  marked  "  15  "  Col.  Wentz  is  quoted  as  having  &>aid  in 
substance  that  his  committee  in  handling  Federal  questions  this  sum- 
mer has  had  to  meet  charges  with  figures.  "  We  sent  our  man  to  the 
Cxeological  Survey  and  dug  up  their  records,  used  the  records  of  the 
Fuel  Administration,  used  the  records  of  the  tidewater  exchan<re> 
used  the  records  of  the  Northwestern  dock  people,  the  records  of  the 
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New  England  distributors,  and  we  got  figures  which  were  so  fairly 
accurate  that  they  could  not  be  disputed  because  nobody  else  had 
any  better  and  we  got  them  in  first." 

In  paragraph  marked  "  16,"  Col.  Wentz  is  quoted  as  having  said,  in 
substance,  at  their  meeting  to  appoint  a  committee  of  three  operators, 
who  would,  in  conjunction  with  three  members  of  the  American 
Wholesale  Coal  Association,  three  members  of  the  National  Retail 
Coal  Merchants'  Association,  and,  I  hope,  three  members  of  the 
anthracite  coal  operators,  form  a  committee  which  could  resolve 
itself  into  an  executive  committee  with  a  small  number  of  men  so 
that  the  industry,  from  a  national  viewpoint,  can  present  its  pub- 
licity, its  facts,  and  its  data  to  the  public  and  to  Congress  in  a  united 
way  and  do  away  with  mud  slinging  and  discouragement  of  each 
through  figures  and  statements. 

In  paragraoh  marked  '*  17,"  Col.  Wentz  is  quoted  as  having  said,  in 
substance,  "  So  these  committees  have  all  been  appointed  from  the 
wholesalers  and  retailers  and  your  committee,  consisting  of  Mr. 
Walsh,  Mr.  Buchanan,  and  myself.  Necessarily  the  committees  have 
to  be  small,  and  I  hope  next  week  we  will  receive  the  assurance  of  the 
anthracite  coal  operators  that  they  will  add  representatives  to  that 
committee,  and  for  once  we  can  go  into  a  legislative  situation  as  the 
coal  industry  as  a  whole." 

Mr.  Chairman,  I  understand  to-day  that  this  committee,  the  com- 
mittee referred  to,  has  been  in  session  in  New  York,  and  it  might  be 
inferred  from  the  earlier  quotations  that  the  coal  operators,  the 
railroad  officials,  and  the  White  House  have  been  running  the  coal 
business,  influencing  priority  orders  during  a  period  when  transpor- 
tation was  denied  to  other  industries,  ana  coal  contracts  have  been 
broken  on  account  of  these  priority  orders. 

From  evidence  submitted  to  this  Senate  committee,  the  prices  of 
anthracite  coal  have  been  outrageously  high,  costing,  for  instance, 
the  railroads  of  New  England  at  the  rate  of  $18,000,000  extra  per 
year,  and  the  gas  users  of  Massachusetts,  for  instance,  at  the  rate  of 
$5  J00,000  extra  per  year. 

The  chairman  of  the  Connecticut  Chamber  of  Commerce  tele- 
phoned me  to-day  he  was  paying  as  high  as  $24  a  ton  for  anthracite 
down  there. 

And  nobody  has  l)enefited  by  the  issuance  of  the  priority  order  of 
the  Interstate  Commerce  Commission  except  the  gentlemen  who  made 
them  or  influenced  their  making. 

(^oal  exports  have  not  been  curbed,  idle  shipping  has  not  been  used, 
and  it  has  remained  possible,  according  to  the  testimony  of  Mr.  Wil- 
iard.  *'  Under  the  rules  that  are  on  file  and  approved  by  the  Inter- 
state Commerce  Commission,  a  speculator,  if  you  please,  has  the  right 
to  buy  a  car  of  coal  and  ship  it  to  a  port  and  hold  it  there  indefinitelv, 
if  hepavs  the  regular  public  charge  of  $2  a  day.  Now.  it  is  perfectly 
lawful  for  him  to  do  that." 

Now,  it  aj)pears  it  is  the  intention  of  the  bituminous  coal  (rj)era- 
ttirs,  the  anthracite  coal  operators,  the  wholesalers,  and  the  retailers 
t«*  get  t<igether  to  influence  legislation  to  prevent  tlie  issuance  of  f^on- 
f  rndictory  figures  and  statements,  and  to  influence  legislation. 

Is  that  the    dea.  Col.  Wentz? 
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Col.  Wentz.  There  has  been  a  good  deal  of  confusion  in  the  minds 
of  various  committees  which  have  tried  to  secure  information  with 
regard  to  the  coal  trade. 

Conflicting  statements  were  made,  or  statements  which  sounded 
conflicting,  by  representatives  of  the  various  four  branches  of  the 
coal  industry. 

I  personally  know  of  no  necessity  why  such  a  situation  should 
exist.  I  know  of  no  reason  why  facts  in  connection  with  the  coal 
industry  should  not  be  correctly  and  properly  stated  to  any  investi- 
gating body,  and  I  think  that  if  an  arrangement  could  be  made 
which  would  bring  the  facts,  the  truth,  the  situation  as  it  exists, 
properly  to  the  attention  of  any  existing  body,  that  it  is  a  helpful 
step  in  the  right  direction. 

(The  following  is  the  buyer's  form  of  contract:) 

NEW   YORK   B:I)IS0N   CO.    FOBM   OK  COAL  TONTKACT.  * 


Agreement  made  at  the  city  of  New  York  this by  and  between 


(hereinaf  er  referred  to  as  the  seller)   and  the  New  York  Edison  Co..  of  tbt? 
city  of  New  York  (hereinafter  referred  to  as  the  buyer)  : 

(1)   In  consideration  of  the  following  terms  and  conditions,  the  seller  agrees 

to  sell  and  deliver  and  the  buyer  to  buy  and  accept,  f.  o.  b.  cars  at  mines. • 

gross  tons  of  bituminous  coal   of  good  marketable  quality  from  the  .sellprV 
mines  in  . 


(2)  Delivery  to  be  made  during  the  year  at  the  rate  of 


Such  delivery  and  acceptance  to  be  subject  to  strikes,  accidents,  car  shortage, 
and  other  causes  beyond  the  control  of  either  party.  Overshipment  during  any 
week  shall  not  be  considered  to  be  delivery  on  account  of  any  other  week  with- 
ou"  the  approval  of  the  buyer. 

In  the  event  of  the  seller  being  unable  to  make  the  full  weekly  deliveries 
bcause  of  strikes  or  other  specified  causes,  the  seller  agrees  that  the  amount  of 
coal  delivered  under  this  contract  each  week  shall  equal  (in  the  per  cent  that 
the  amount  delivered  bears  to  the  contract  requirement)  the  amount  (In  such 
per  cent)  delivered  to  any  other  of  the  seller's  customers  on  account  of  the 
seller's  ccmtracts  with  them. 

(3)  Shipments  are  to  lie  conslgne^l  to  the  New  York  Edison  Co..  claasilica- 
tion . 


(4)  The  price  to  be  paid  for  coal  delivered  under  this  contract  shall  be  $- 

per  gross  ton  f.  o.  b.  cars  at  mines.     This  price  is  based  on  the  present  pirli- 

minlng  rate  of cents  a  gros^  ton  in  the  mining  district  in  which  the  aMv 

mine  is  located.     Should  then*  be  an  increase  or  decrease  in  such  pick-niiiiii^ 

rate  effective  during  the  perioil  of  this  contract,  tlie  above  i)rice  of  ih- " 

gross  ton  shall  be  correspondingly  increased  or  decrea.s€Hl  by  times  the 

amount  of  such  increase  or  decrease  in  the  pick-mining  rate. 

(5)  Payment  sliall  be  made  on  the  15tli  of  each  month  for  the  prwi'tlln}: 
month's  shipments.  Bills  to  be  rendered  by  seller  as  pr(»nii)tly  as  rK)ssible.  Uuil- 
road  weights  to  govern  all  settlements. 

(6)  This  contract  is  subject  to  all  the  regulations,  requirements,  and  condi- 
tions imposed  by  the  United  States  Fuel  Administrator  in  liis  original  ord«*r, 
effective  7  a.  m.,  December  29,  1917,  and  to  any  modifications  of  sudi  ori?inrtl 
order  made  by  the  Unitetl  States  Fuel  Administrator;  and  all  of  the  regulations 
requirements,  and  conditions  of  said  order  or  orders  are  hereby  incorpor«i«H! 
herein,  with  the  same  force  and  effect  as  if  set  forth  at  length. 

In  witness  whereof  the  parties  hereto  have  signed  and  dellvere<l  this  ajm- 
ment  the  day  and  year  first  above  written. 

TifK  New  York  Kuison  i\x. 
By , 

Cantront  . 
Approved. 

\  frc  I*renidnit 
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(Tlie  following  is  the  seller's  form  of  contract :) 

TEKMS  AND  CONDITIONS. 

(1)  The  seller  will  not  be  responsible  for  the  performance  of  this  coniract 
If  prevented  or  delayed  by  acts  of  God,  war,  shortage  of  labor,  strikes  or  sus- 
pensions of  labor,  accidents,  shortage  of  cars,  interruptions  of  transjwrtatlon  or 
navigution,  or  by  any  cause  beyond  its  control  affecting  the  currying  out  of  the 
(imtract  In  the  ordinary  course  of  business  or  reducing  the  seller's  usual  output ; 
and  no  liability  shall  be  incurred  by  the  seller  for  damages  resulting  from  delay 
or  failure  in  deliveries  due  to  any  of  said  causes. 

Thf  seller  reserves  the  right  to  ronfract  lor  s;iIh  oi  tlie  ontire  estimated 
product  of  Its  mines  and  if,  by  reason  of  the  fore;;'>lng  causes  or  any  thereof,  the 
«*ller  is  prevented  from  mining,  shlppiiig.  or  delivering  sullitient  coal  from  its 
mines  for  the  fulfillment  of  .such  rontrac.s  and  on'.ers  as  it  n^)w  has  or  shall 
hnreafter  take,  shipments  In  so  far  as  in  selltT's  <'nrti()l  will  l»e  d  vldcd  from 
time  to  time  In  a  fair  proporticm  between  all  su.h  <*ontracts  nnd  onlers,  the 
seller  not  being  under  any  obligation  to  obtain  r-oal  tor  the  fnifilhnent  of  this 
•«#iitra«*t  from  soiines  other  than  its  own  mines. 

i'2)  I'niess  otherwise  spe<*iti((l,  all  cojil  shall  he  tak-  n  l\v  \bv  bu^tM*  in  prac- 
tirally  equal  monthly  proportions  and  in  cMst  of  f:n lure  hy  t!i**  hnyer  to  accept 
ccMil  month  by  month  as  aprefMl.  the  seller  at  its  option  \\\\\\  re<luce  jiropor- 
ilonately  the  monthly  tonnage  still  to  he  <lclivrnd  duriiisi  the  term  of  this 
i-«iii*ract. 

t^)  Terms  of  payments  are  of  ilie  essi»nc(»  of  this  'Mi'.tiacl  and  htiycr's  fnilnre 
tu  make  iMiyments  as  due  imder  this  »»r  und  t  nny  other  contract  with  fh<*  svller 
vliall  at  the  option  of  the  seller  relieve  t  from  liability,  hereunder  and  from 
Mhlliratioh  to  make  furtlier  deliveries  under  this  or  any  other  such  (ontrart,  ami 
wfitver  of  any  defatdt  shall  not  be  deenie<l  a  v»aiver  of  any  jlefault  thereafter 
arising. 

«41  <*oa!  when  delivered  on  board  vessels,  hoj'.ts,  or  hMr;r<*s  at  a  ])oint  of 
^htraneiit  is  to  be  in  all  respects  at  the  l>uy«M*'s  risk:  bill  of  lading  or  other 
i»*^timi»ny  of  shipment  to  be  j)roof  of  delivery,  both  as  to  time  and  quantity. 

u">»  Vessels  will  be  governed  In  rt*siKH't  U>  time,  order  and  jiumner  or  tuni 
of  Niailing  at  the  loading  piers  by  the  rules  which  fuay  he  established  fr<)m 
T  nie  to  lime  by  the  owners  or  operators  of  s}»i<l  piers,  and  no  claltn  i'jir  de- 
murrage win  be  allow^ed  by  st»ller. 

i(\)  On  all-rail  sales  bills  will  be  renderwl  and  settlements  made  on  basis 
of  weight  us  ascertained  by  the  railroad  company's  srah's  at  or  near  i>oini  of 
shipnient. 

1 7)  Tlie  Cfmtract  price  herein  provided  for  is  has»'d  oii  the  jn*es<Mir  a^^nn*- 
niHnr.w  with  tlie  miners  as  to  wages.  cust<»ms  and  conditions  of  employment 
ami  any  Increi'se  or  de<Tease  during  the  term  of  this  contract  in  the  present 
*i»si  of  pnHlur-tlon  caused  by  <*hanges  In  such  agreements  or  by  FtMleral  or  State 
statutes  or  regulations,  or  by  the  imposlthai  of  taxes  on  coal  or  the  tnining 
Thereof,  or  by  suhsecpient  changes  In  the  rate  of  such  iMves.  slmll  corre^poml- 
inely  increase  or  d<*<Tease  siK'h  contra<'t  price  on  anv  tonnMi:(»«thoreafter  <le- 
llvfr<Ml. 

«Si  If  il.e  ci»ntra<'t  price  includes  railroail  nnd  boat  freii^ht,  or  either  thereof, 
und  there  be  any  Increase  or  ilecrease  in  any  such  rates  duriui:  the  term  of  this 
•"iitniet,  or  nny  increase  or  decrease*  in  tMxes  on  sneh  freight,  or  hni^ositlon 
of  uddirionat  taxi's  th4'nH>n,  the  price  on  any  tonnaj^'e  ilelivered  hereunder  after 
th*»  cham;<d  rnte  or  rates,  or  increase*  or  decrease,  or  imnosition  of  taxes  beconie 
•  iTwtl^e  shall  be  correspondingly  Increased  or  decrens-Ml. 

<(»♦  Toal  Is  Sold  for  delivery  oidy  at  i)lace  of  destination  naiu'd  on  the 
r»*versi»  huU'  hereof,  and  seller  will  iw)t  make  shipments  to  any  other  points, 
i»or  will  lMi\er  be  alh»wed  to  assiirn  or  transfer,  this  c(»ntrnet  withotit  the 
•filer's  consent  In  wrltimr. 

t  HM  The  price  at  the  ndne  of  any  coal  delivered  inxler  this  i-ontrnct  sluill, 
with  n»sp»ct  to  eao'h  shipment  of  eoal  h.ereund"r,  not  c\<-tHMl  the  prie**  a»  the 
nilfie  as  flxcNl  by  the  Presidetit  of  tlie  Tnited  .Stjites.  or  by  the  I'nited  Stntes 
FiiH  Adndnlstrator  under  nuthority  of  tla*  I*res;idcnt.  jital  In  etT<M't  jit  »h«'  d:ite 
».f  such  shipment  from  the  mine. 

(11)  This  c'ontraet  shall  be  forthwith  cnnceh'^l  and  hav(»  no  fnrther  binding 
•»fr»*«*t  upon  either  partv  hereto  up'»n  re»'eii)t  of  a  n  qurst  or  nn  <ir«'er  fjom  the 
I'liil  d  Stat«'y  Fuel   Adniitdsi  rainr   fnr  suth   r:nn  'Ihitlon  :  juid   in  cast*  of  *<uch 


776  RECONSTRUCTION   AND  PRODUCTION. 

cancellation  neither  party  hereto  shall  he  under  any  further  liability  to  the 
other  hereunder,  and  neither  shall  have  any  claim  against  the  United  States 
by  reason  of  such  contract  or  the  cancellation  thereof. 

(12)  Coal  delivered  hereunder  shall  he  subject  to  requisition  by  the  United 
States  Fuel  Administrator,  including  under  the  term  "  requisition  "  the  right 
to  divert  such  coal  to  any  other  party  than  the  buyer.  Such  requisition  may 
be  made  at  any  time  during  the  continuance  of  the  contract  and  prior  to  actual 
receipt  and  unloadlnir  of  the  coal  so  requisitioned  at  the  point  of  ultinjate 
destination  by  the  party  entitled  thereto  under  the  terms  of  thl>5  contract. 
Stich  requisitions  shall  be  made  at  the  going  Government  price  at  the  date  nf 
shipment  from  the  mine  of  the  coal  so  requisitlonetl,  and  without  ntlier  or 
further  liability  of  the  (Tovernment  to  either  party  hereto  than  the  payiuent 
of  such  price  and  freight,  so  far  as  either  party  "hereto  may  at  the  time  of 
such  requisition  or  diversion  be  liable  for  such  freight  payment. 

(13)  The  terms,  conditions,  and  agreements  contained  on  this  page  and 
on  the  reverse  side  hereof  constitute  the  entire  contract  between  the  parties. 

The  Chairman.  Col.  Wentz,  the  natural  disposition  towards  this 
question  is,  that  when  it  was  brought  to  the  attention  of  the  public, 
as  it  has  been  to  me,  that  the  railroads,  the  White  House  and  the 
coal  operators.  Interstate  Commerce  Commission,  acting  together, 
results  in  practices  that  have  existed  during  this  past  summer,  in  so 
far  as  the  service  of  the  coal  operators  have  been  to  the  public,  bring- 
ing about  a  condition  that  means  two  or  three  times  the  value  of  the 
product,  warrants — I  do  not  want  to  use  the  word  "suspicion"— 
that  is  not  a  fair  word,  perhaps.  I  have  no  desire  to  charge  that 
any  man  is  not  conducting  his  business  fairly;  but  we  have  that 
story  in  the  morning  Herald,  that  grafting  has  been  going  on  and 
that  all  of  this  has  not  been  in  the  interests  of  the  pubnc.  I  tan  the 
last  man  in  the  world  to  favor  Government  control  of  this  industry 
or  any  industry,  but  when  the  people  are  being  compelled  to  pay 
these  abnormal  and  outrageous  prices  under  the  circumstances,  why, 
somebody  must  take  pretty  drastic  action,  it  seems  to  me.  You  gen- 
tlemen have  a  right  to  run  your  business  in  your  own  interest,  but 
the  public  have  some  interest,  too. 

Col.  Wentz.  You  remember,  Mr.  Chairman,  that  as  a  result  of 
railroad  strikes,  strikes  in  the  coal  mines,  the  figures  of  the  Geologi- 
cal Survey  show  that  during  the  months  of  February,  ApriK  May. 
June,  and  July  of  the  year  1920,  the  production  of  bituminous  Ci>al 
fell  to  a  point  where  it  did  not  meet  the  consumption  of  the  country, 
and  the  export  demand  of  the  country,  both  in  Canada  and  to  over- 
seas, and  provide  those  stocks  which  a  panicky  buyer  felt  he  shouM 
lay  in  to  protect  him  according  to  his  views,  and  the  views  of  every 
buyer  different. 

Such  a  situation  always  brings  up  an  unsettled  condition  of  price. 
You  had  the  same  unsettled  condition  in  the  price  of  oil,  price  of  piji 
iron,  price  of  steel,  and  the  price  of  innumerable  commodities  in  this 
country  this  summer.    It  has  not  been  coal  alone. 

The  Chairman.  The  Government  has  been  turned  inside  out  to 
take  care  of  the  coal  business. 

Col.  Wentz.  When  there  became  a  marked  shortage  of  coal,  the 
coal  operators  asked  that  enough  transportation  be  afforded  to  re- 
store the  normal  production  of  coal,  and  no  attention  was  paid  to 
that  request  or  the  figures  they  presented. 

It  was  only  when  the  governors.  Senators,  and  Congressmen  of 
New  England  and  of  the  Northwestern  States  went  to  the  White 
House  and  said  that  unless  coal  was  turned  to  them  in  larger  volume 
than  tliov  were  at  the  time  receiving,  those  districts  would  freeze  this 
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winter,  and  the  White  House  naturally  became  disturbed,  and  otiier 
<rovernmental  officers  in  Washington  became  disturbed ;  that  the  sit- 
uation was  recognized  as  acute.  I  was  told  that  the  White  House 
intended  to  appoint  a  fuel  administrator  and  reestablish  Federal  con- 
trol of  the  industry. 

Realizing,  as  1  did,  that  no  fuel  administrator,  no  matter  how  able 
he  was,  even  if  he  had  large  sums  of  money  at  his  command  to  hire 
necessary  experts  to  assist  him  to  reestablish  distribution,  to  bring 
about  increased  production,  could  organize  a  large  enough  organiza- 
tion to  meet  the  situation  in  time  to  secure  any  results  for  the  country 
and  for  those  parts  of  the  country  which  were  particularly^  hit  by 
the  coal  shortage. 

The  Chair3ian.  The  coal  administrator  might  have  fixed  the  price. 

Col.  Wextz.  It  took  Dr.  Garfield  six  months,  with  the  help  oi  men 
who  are  considered  to  be  the  best  experts  in  the  United  States,  to 
work  out  a  proper  system  of  prices  for  bituminous  coal  in  this 
country. 

You  will  remember,  when  the  Federal  Trades  Commission  fixed  a 
blanket  price,  and  as  a  result  of  it,  what  happened  ?  No  production 
of  bituminous  coal — the  production  of  bituminous  coal  was  markedly 
decreased  under  prices  which  were  so  low  that  coal  could  not  he 
produced  and  sold  for  them,  i  know  those  facts,  I  know  those  con- 
<iitions.  and  they  prompted  me  to  tell  Mr.  Tumulty,  and  the  White 
House,  that  I  did  not  think  that  a  Federal  Fuel  Administrator  could 
be  established  and  administration  organization  could  be  made  effective 
in  time  to  give  any  required  results. 

You  will  remember  that  it  took  Dr.  Garfield  months  to  organize 
the  Fuel  Administration  organization.  He  had  in  that  organization 
some  of  the  ablest  coal  men,  some  of  the  ablest  railroad  men,  and 
some  of  the  ablest  lawyers  in  the  countrv,  who  were  working  for 
nothing ;  men  who  could  not  be  employed  by  the  Government  to-day 
except  that  at  prices  which  I  doubt  the  authority  would  be  granted 
t<i  pay  them,  and  many  of  the  men  who  worked  free  for  Dr.  Garfield 
would  not  have  been  in  position  to  have  accepted  government  em- 
ployment under  a  fuel  administrator  as  it  was  to-day. 

I  think  there  is  no  doubt  about  the  fact  that  if  a  fuel  adminis- 
trator had  been  appointed,  a  man  even  with  a  fairly  accurate 
knowledge  of  the  situation  as  it  existed  we  would  have  an  awful 
situation  in  connection  with  fuel  in  this  country. 

I  told  Mr.  Tumulty  that  I  thought  that  was  the  fact;  I  told  him 
I  thought  that  if  the  Interstate  Commerce  Commission  could  be 
induced  to  provide  the  necessary  legal  authority  to  forward  coal  in 
rather  unusual  quantities  to  the  Northwest  and  to  New  England  for 
a  .-hort  time,  their  supply  could  be  amply  protected  without  caus- 
ing any  real  calamity  to  the  rest  of  the  consumers  in  the  United 
State-,  and  I  further  told  him  1  thought  the  Interstate  Commerce 
( *ommission  had  all  the  necessary  authority  to  issue  orders  to  bring 
about  that  system  of  forced  distribution  in  certain  directions  to  meet 
ti-mporary  emergencies  in  those  sections  of  the  country. 

If  you  will  review  the  history  of  the  Federal  Fuel  Administration, 
of  the  length  of  time  it  took  to  fix  prices,  we  have  only  met  this 
emergency  90  days  ago  and  it  has  ceased  to  exist.  There  is  no  emer- 
jrency  to-day  in  the  bituminous  coal  business. 

The  Chaibman.  We  have  letters  here,  six  <l:iys  a;ro. 
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Col.  Wbntz.  There  is  an  inside  story  in  connection  with  that. 
There  is  no  real  fuel  emerffency  to-day.  There  are  quantities  of  con- 
sumers of  bituminous  coal  in  New  England  who  have  coal  bought 
under  cheap  contracts,  who  are  stopping  shipments  on  those  contracts, 
because  they  do  not  want  coal  at  any  price;  and  the  same  is  true 
throughout  other  parts  of  the  United  States. 

There  is  an  ample  supply  of  bituminous  coal. 

The- Chairman.  At  spot  prices? 

Col.  Wentz.  At  spot  prices,  moving  on  mine's  contractij.  There 
are  a  few  sections  of  the  country  where  the  car  supply  is  still  short 
of  100  per  cent  of  the  common  ratings. 

The  Chairman.  I  do  not  see  how  you  are  going  to  be  able  to  con- 
vince the  people  of  America  that  to-day  the  conditions  exist  as  you 
gentlemen  say.  Men  who  want  coal  immediately  have  to  go  out  and 
pay  the  prices  they  have  to-day. 

Col.  Wentz.  I  testified  spot  prices  for  the  good  grades  of  bitumi- 
nous coal  at  mines  in  West  Virginia  and  Pennsylvania  are  as  low 
as  $6  per  ton  at  the  mines,  and  if  you  will  take  the  contract  price 
of  last  spring  of  from  $3.50  to  $4  m  those  fields  and  add  to  them 
the  two  increases  which  had  been  made  in  wages  since  they  wen? 
made  you  will  find  that  $5  is  a  fair  and  reasonable  price  for  most 
consumers  and  probably  the  price  which  these  gentlemen  would  pay 
on  their  contracts  to-day  would  be  very  close  to  $5  a  ton,  and  T  do 
not  think  they  are  suffering  any  terrific  hardship ;  and  in  the  last  twt) 
or  three  weeks  I  think  the  supply  of  toal  has  commenced,  bitumintius 
coal  has  commenced  to  equal  and  in  some  instances  exceed  the  con- 
sumption. 

The  Chairman.  If  I  wanted  spot  coal  to-day,  for  an  industry  I 
owned,  what  would  I  have  to  pay  for  it  here  to-day,  in  New  York, 
for  spot  coal? 

Col.  Wentz.  Senator,  at  the  mines,  in  the  districts  which  supply 
New  York  good  grades  of  coal,  steam  coal  can  be  bought  spot  at 
from  $6  to  $6  a  ton  at  the  mines,  which  is  very  close  to  what  con- 
tracts would  figure  out  under  the  wage-scale  advances. 

I  think  the  spot  prices  to-day  are  very  close  to  the  contract  pric-e 
in  most  of  the  large  producing  districts,  and,  in  my  opinion,  you 
are  going  to  see  it  below  the  contract  price  in  most  of  these  larire 
prociucing  districts  within  30  days,  and  probably  a  shorter  time. 

The  Chairman.  Do  you  contend  that  the  Northwest  an<l  Ni'W 
England  to-day  has  all  the  coal  they  need  for  the  winter? 

Col.  Wentz.  New  England,  I  am  advised,  has  all  the  coal  it  ^>aiu-. 
all  the  coal  it  can  use ;  that  its  stocks  are  in  excess  of  its  requirement^', 
at  some  points;  and  that  buyers  of  coal  under  contract  made  la^t 
spring  when  prices  were  then  considered  reasonable  and  were  rea- 
sonable, are  not  taking  coal  under  those  contracts,  but  have  stopped 
shipments  on  them  because  they  have  more  coal  than  they  want. 
That  can  be  proved. 

The  Chairman.  ^Vliat  is  vour  information,  Mr.  Miller? 

Mr.  Miller.  Mv  information  is  that  those  New  England  firms 
are  sending  their  ouyers  now  to  the  coal  mines,  and  since  this  meet- 
ing at  Cleveland,  prices  stiffened  from  $6  to  $8,  unless  they  have 
fallen  since  then.  Immediately  after  the  meeting  they  had  stiffened. 
They  have  given  up  thought  of  good  tidewater  coal  at  all ;  that  takes 
from  23  to  35  days  to  get  a  car  of  coal  in  after  it  is  bought  by  rail. 
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Col.  Wentz.  The  shipments  to  New  England  by  rail  of  bitumi- 
nous coal  and  anthracite  coal  in  the  first  9  months  of  1920  exceeded 
the  shipments  which  went  into  New  England  by  rail  in  1918,  the 
whole  year,  the  whole  12  months,  or  any  of  the  6  preceding  years. 

Mr.  MiLiJCR.  How  did  the  water  transportation  fall  on? 

CoL  Wentz.  The  water  transportation  is  less  because  the  water 
rates  were  advanced  b}-  the  Shipping  Board  to  a  point  where  the 
water  rate  plus  the  rail  rate  from  the  mines  to  the  tidewater  point 
averaged  about  $1  a  ton  higher  than  the  rail  rate,  and  the  New 
England  people  insisted  on  buying  their  coal  all  rail  so  as  to  get  it 
on  a  cheaper  transportation  charge  than  if  they  bought  it  by  water. 

In  the  old  days  and  during  the  year  1917  New  England  normally 
look  two-thirds  of  its  coal  by  water  and  one-third  by  rail. 

So  far  this  year  the  rail  shipments  have  exceeded  45  per  cent. 

Mr.  JVIiLiJSR.  Does  it  not  cost  more  to  go  to  Hampton  Koads  and 
the  ship  have  to  wait  for  its  turn  to  get  in  there  and  get  the  coal? 
It  does  cost  each  ship  more  to  do  that.  There  are  many  ships  waiting 
ft)r  export  coal,  and  the  docks  are  all  full  of  export  coal — about  two 
million  and  odd  tons  a  month  export  coal  busmess.  They  have  to 
wait  until  they  can  get  in  there. 

CoL  Wentz.  That  has  nothing  to  do  with  the  freight  rate. 

Mr.  MiijjiR.  It  has  something  to  do  with  the  cost  of  operating  a 

Col.  Wentz.  It  has  something  to  do  with  the  cost  of  operating 
a  ship.  The  present  freight  rates  are  too  high  by  a  dollar  a  ton  for 
the  5^ew  England  business;  and  that  situation,  Mr.  Miller,  has 
always  been  more  or  less  as  it  is  to-day. 

Mr.  Miller.  You  would  not  say  it  cost  more  to  operate  a  ship  to 
have  it  go  down  there  and  wait  a  week  than  to  turn  right  around  and 
come  out? 

Col.  Wentz.  Certainly  I  would  say  that  it  cost  more,  but  I  say 
waiting  a  week  is  just  a  normal  condition. 

Mr.  Miller.  Was  not  normal  in  time  gone  by  ? 

Col.  Wentz.  Frequently  they  have  waited  two  weeks  in  times 
gone  by.  I  have  known  an  export  steamer  in  the  last  two  months  to 
wait  4<>  days  for  the  cargo. 

The  Chairman.  That  has  happened,  and  I  know  that  from  my 
own  information.  That  tends  to  tremendously  increase  the  cost  of 
.sliipping  the  coal,  it  seems  to  me.  Some  one  has  to  stand  for  this  de- 
Ihv  of  the  ship. 

CoL  Wentz.  The  rates.  Senator,  to  New  England  used  to  be  about 
60  cents  a  ton  from  Norfolk  to  New  England  ports,  like  Boston,  an 
average  New  England  port.  You  know  what  they  are  to-day.  That 
takes  m  some  advance  in  expense  of  operation. 

Mr.  Miller.  Experts  advise  me,  Mr.  Chairman,  that  while  the 
rates  were  60  cents  before  the  war,  and  while  they  are  now  $2.75, 
they  could  be  reduced  to  $1.80  if  the  docks  were  not  overcrowded  with 
export  business. 

Col.  Wentz.  I  do  not  think  that  is  a  fair  statement  of  the  situation. 
1  do  not  think  the  delay  at  the  docks,  the  loading  docks,  is  $1  a  ton 
or  an^'thing  like  it.    I  d9  not  think  they  can  substantiate  it. 

Mr.  Miller.  We  have  the  case  of  a  ship  sent  down  from  the 
Bo^cton  elevated  railroad,  got  into  Hampton  Roads  on  the  3d  and 
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waited  there  until  the  23cl  waiting  for  a  cargo,  and  then  went  hume 
with  half  a  cargo. 

Col.  Wentz.  I  would  say  that  she  was  very  badly  managed.  That 
is  ray  only  comment  on  that,  because  I  know  sometKing  about  loadinir 
ships  at  tidewater  ports  myself. 

Mr.  Miller.  They  were  offering  her  coal  at  $22  a  ton,  and  I  believe 
finally  she  went  away  with  half  a  cargo  at  $14. 

Col.  Wentz.  When  was  that? 

Mr.  Miller.  In  August. 

Col.  Wentz.  That  is  rather  ancient  history.  I  am  talkitig  of  the 
present  situation.  That  was  when  it  was  as  bad  as  it  couhl  he.  That 
is  not  so  to-day. 

Mr.  Miller.  I  would  like  to  ask  Col.  Wentz  if  he  knows  who  the 
Fuel  Administrator  was  just  prior  to  the  last  Fuel  Administrator? 

Col.  W^ENTz.  We  only  had  one ;  that  is  Dr.  Garfield. 

Mr.  Miller.  Was  not  the  President's  nephew  the  man  who  finally 
relinquished  control ;  did  he  not  succeed  Garfield  ? 

Col.  Wentz.  He  worked  under  him. 

Mr.  Miller.  He  was  the  acting  Fuel  Administrator  when  the  ad- 
ministration ceased? 

Col.  Wentz.  Oh,  no;  he  was  not  there  when  the  administration 
ceased :  they  let  him  out. 

Mr.  Miller.  Tt  was  not  your  fear  that  he  would  be  reappointe<l 
that  made  your  wholesale  coal  association  oppose  the  appointment  of 
a  Fuel  Administrator,  was  it? 

Col.  Wentz.  I  had  no  individual  in  mind;  I  had  a  romlition.  a 
fact,  which  existed. 

Mr.  Miller.  Mr.  Chairman,  I  would  like  to  quote  a  little  further 
from  Col.  Wentz,  paragraph  19,  which  is  to  the  effect  that  in  connec- 
tion with  the  various  pnases  of  their  troubles  as  they  have  developed 
(luring  the  past  three  months,  they  wish  to  say  that  the  situation  nas 
been  a  political  one  and  the  task  has  been  to  meet  a  political  move  in 
one  direction  and  another  as  it  has  been  made. 

In  paragraph  marked  "  20  "  Col.  Wentz  is  quoted,  in  substance,  as 
saying  that  some  politicians  in  the  Northwest  saw  an  opportunity  to 
stir  up  anxiety,  and  by  the  1st  of  July  protests  from  all  of  the  gov- 
ernors of  tlio  Northwestern  States,  from  Senators  and  Congressmen, 
and  from  m.my  other  ])oliti('ians  not  lioldinir  ()fiic«\  l)\it  who  thon«:hl 
thev  miirht  hold  oilu-e  if  thev  f'ould  become  prominent  bv  reason  of  .i 
great  shortage  of  coal  in  that  territory,  ne<ran  to  pour  m  telegrams  on 
the  White  House  and  to  literally  bombard  tlie  AVhite  House:  that  im- 
mediately New  Knjrland  took  up  the  same  hue  and  cry;  that  the  situa- 
tion was  developed  politically  to  a  point  where  a  large  <lelegation  went 
to  Washintrton,  united  with  the  northwestern  politicians,  and  tie- 
manded  a  fuel  administrator. 

It  has  been  stated  to  this  Senate  committee  that  these  movements  in 
the  Northwest  and  New  England  were  entirely  ncmpartisan  and  were 
industrial  and  ecorfomic  in  their  nature,  and  that  the  daily  relations, 
for  weeks  at  a  time,  between  (^ol.  Wentz  and  Mr.  Tumulty  ami  Mr. 
Tumulty's  assistant,  Mr.  Alvord,  who  Col.  Wentz  has  said  was  of 
great  assistance  to  the  National  Coal  Association  in  arranging  to  meet 
political  situations  as  they  arose  in  different  parts  of  the  countrv. 
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iniirht  better  be  characterized  as  political  than  the  action  of  the  Xorth- 
west  and  New  England  to  get  their  coal. 

Col.  Wentz.  ^Ir.  Chairman,  may  I  make  a  remark  in  connection 
^vith  that  statement? 

The  (^HAiRMAN.  Yes. 

Col,  Wentz.  At  no  time  did  Mr.  Alvord  or  Mr.  Tumulty  or  I  have 
anv  di.scussion  of  the  situation  from  a  political  standpoint. 

l)uT  only  efforts  at  cooperation  was  to  secure  results  which  would 
increase  the  supply  of  bituminous  coal  mined  in  the  United  States, 
and  those  results  have  been  successful. 

In  New  England  there  was  press  propaganda ;  there  were  telegrams 
from  the  governors  to  Washington ;  there  were  printed  attacks  on  the 
coal  operators  complaining  of  their  inefficiency  to  manage  their 
business. 

I  have  never  in  the  25  years  of  my  experience  in  the  coal  business 
liiiown  of  such  an  organized  propaganda  in  connection  with  any  com- 
mercial business  as  was  put  out  in  New  England  in  July. 

The  Chairman.  I  know  of  one  greater;  the  propaganda  against 
real  estate  owners  of  the  State  of  New  York,  in  the  city  of  New  York. 

Col.  Wentz.  I  stand  corrected,  sir. 

The  Chairman.  And  that  propaganda  was  strong  enough  to  go  to 
Albany  and  have  legislation  enacted  which  to-day  is  on  the  books, 
j)ennitting  the  lower  courts  of  the  city  to  fix  the  amount  of  rent;  so 
you  see  you  have  to  keep  your  feet  on  the  ground. 

Mr.  >IiLLER.  But,  nevertheless,  Mr.  Alvord  was  helpful  and  of 
irreat  assistance  to  the  National  Coal  Association  in  arranging  to 
mi»et  pc)litical  situations  as  they  arose  in  different  parts  of  the  coun- 
rrv.  How  did  he  assist  vou  in  other  wavs  in  meeting  those  situa- 
tions? 

Col  Wentz.  Mr.  Alvord  had  a  great  deal  of  information  submitted 
Ut  him  in  connection  with  shortages  of  coal  which  did  not  reach  me. 
He  got  many  complaints  through  official  Washington,  very  often  from 
(  ongressmen  and  other  legislators,  and  it  was  only  through  his 
trjinsmitting  that  information  and  what  seemed  to  be  an  emergency 
requirement  of  certain  sections  of  the  country  to  me,  that  vs^e  were 
*\Ae  to  bring  about  through  the  cooperation  of  operators  at  different 
lM»ints,  relief  to  those  consumers. 

It  seemed  to  me  that  there  was  a  tremendous  amount  of  political 
j»ri*vsure  being  exercised. 

Politir  s.  as  I  have  said,  was  not  discussed  with  Mr.  Alvord,  and  he 
in  no  wav  interested  himself  at  anv  time  with  any  political  phase  of 

\]t(*  situation. 

The  Chairman.  There  was  nothing  said  or  done  indicatinj;  the 
l»-vire  of  the  White  House  to  stop  these  complaints,  fearing  they 
rfjjtrht  affe<'t  the  administration? 

Col.  Wkntz.  None  at  all. 

The  Chairman.  Nor  was  there  anything  said  or  done  tending  to 
.  n«-ourago  Tumulty's  political  party,  to  help  them  in  this  matter? 

<  'nl.  Wkntz.  None  at  all. 

The  Chairman.  Then  the  political  •situation  referred  to  was  sini- 
•Iv  one.  if  T  can  judge  from  the  quotations  and  from  your  remarks. 
\Wiore  men  on  both  sides  were  trying  to  profit  politically  by  being 
!•  five  in  Whalf  of  getting  the  people  coal  f 

( 'oi.  Wentz.  You  have  expressed  it  exactly. 
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a  Fuel  .Administrator,  was  it!        ,.  •  t  been  so,  that  you  and olba 

Col  Wkstz.  T  had  no  ind  r:;i."'°[,^,.,  „„t  profited  aUonnallj  in 
fact,  which  existed.         ^  :,>5„„s,  and  the  country  ij  aKiused  b< 

.Mr.  Mii.i..;n.  Mr.  Chaiin  ,  ;,«'? „a,nst  the  rent  pfofi?*": ,"■;,' 
from  Col.  Wentz,  paragra  :.^,<'"  ^^j  prices  are  unusually  high, !«• 
tion  with  the  various  ph^  .    r.^^i" 

during  tlie  past  three  n-      .'|;,,'f"-,ith  you  that  the  situation  is  sento!. 
been  a  political  one  an      ■^•g^''^\  and  it  is  being  gotten, 
one  direction  and  ano    ■;  :';,„.it'  j  a  fair  price. 

In  Daragiuph  ma'     '  .i'fv,,st^' 
saving  tlial  some  r    ,  'k'^  we  have  got  to  have  fue   to  prevent  « 
stir  up  anxiety,  a-      ,,  .-<Sl„  »J;J,„  i,  laijely  in  'he  mtnds  of  Itaj^^b 
crnoii  .  been  profiteering.    Y""  "KL"* 

and  f  ,  business,  or  the  fiirniture  busme^,  ™ 

thev  1  "„se  things;  you  can  wear  your  old  dolho 

great  '„»'  ohTfu'rnitare,  but  you  have  to  h.v, 

the  \\  4ose  to  the  people.  , 

„ ill  iior  you  would  be  amazed  to  to  ll« 

tion  »  'ITindous  percentage  of  hit.— 

to  "'^  is  country ;  I  am  getting  some  figiira  to- 

mao'I.  iow  "hat  the  average  p.icc,  m.i.rf  ? 

Itht  rrodncers  of  bituminous  coal  in  the  coun- 

"«;  ""  K'Si  """S  which  produce  in  .<»  'I 

""'"'"  h  -raveraTO  prices  received  are  Wo.  M 

f."  ",7  Xm  find"  hSt  hardly  any  of  th..  to 

J,Z,f'  Mcsa  of  $5  to  anybody. 

I  III/ it  in 


4^ 


^y 


RECONSTRUCTION   AND  PRODUCTION.  783 

>>/;.  ^  that  it  is  poingr  to  be  necessary  to  get  some  facts 

'4v.  "^^'f'^y  ^  ffoinff  to  believe  that,  but  we  in  the  business 

^^^  ^'^^/^^'^A?/-      ^  ^^o  ^''  when  men  come  before  this  committee 

^^'^^^^  "%•    '^^/        ^^^'^/,  '^^  *'^  P^y  *®^  ^'^^  twelve  and  thirteen 

^  ^f A  y^^   '^^  /         '  ^   ^^^  ^P^^  ^*^^  ^^  *'^®  mines,  and 

'^j^^.,       '^''v  , .  ^  at  a  profit  four  or  five  years 

J/^              ^^'"o'  ^  *   .-            ,% .               -convince  tlie  public,  when 

:%J''^,^^               '  v^..  -  f                         ^^*^^  ^^^^  operators,  in  con- 

V,  'A'.*  .               ■  "^                   sponsible  for  the  language  of 

"-•  •^'.''  V  -'V  ^                       some  inside  scheme  by  which 

•J  '",;  •               a  the  knowledge  of  the  authori- 


>. 
v 


V,  . 


■V 


V.    A 


*'■  -w 


;>  ihey  read  the  newspapers  this  morn- 

ing m  the  railroads  and  public  service 
<N      '-  ommissions. 

'  Av  ^\^  ring  the  increase  in  cost  of  production,  you 

average  cost  of  production  of  most  basic  ma- 
j,  has  at  least  doubled  since  the  prewar  period. 
.    \.  that. 

,^  The  average  cost  of  production  ? 

Ji  production  of  basic  materials. 
'    •  AN.  What  does  it  cost  to  produce  a  ton  of  coal  and  put 

4.  dollar  a  ton  ? 
NTZ.  Oh,  dear  me,  no.    I  testified  that  in  Virginia — that 
ly  place  I  am  familiar  with  as  an  operator  in  bituminous 
u  costs  from  $2.60  to  $4,  I  think  my  testimony  was.    Let  me 
.  that ;  $2.50  to  $4. 

ne  Chairman.  What  are  the  labor  costs,  the  actual  labor  costs, 
•produce  a  ton  of  coal  to-day  in  Virginia? 
Col.  Wentz.  Seventy-five  per  cent  of  the  total  cost  of  production 

fenerally  throughout  the  bituminous  coal-producing  districts  of  the 
nitcd  otates  would  be  for  labor. 

The  (^HAiRMAN.  If  it  costs  $3  to  produce  a  ton  of  coal,  75  per  cent 
is  labor? 

Col.  Wentz.  Approximately. 

The  Chairman.  And  these  costs,  these  labor  costs,  have  doubled 
in  five  veare? 

Col.  Wentz.  Oh,  yes;  they  are  more  than  trebled  in  five  years. 

The  Chaihman.  Are  the  wages  of  your  men  to-day  three  times  what 
thev  were  five  years  ago? 

CoL  Wentz.  I  think  so ;  yes,  sir. 

The  Chairman.  What  do  you  pay  as  wages  to-day  for  a  coal  miner? 

Col.  Wentz.  The  minimum  pay,  the  minimum  day  wage  for  a 
lsf)oner  in  and  about  a  coal  mine  is  $7,  union  fields. 

The  Chairman.  What  pay  did  he  receive  five  years  ago? 

Col.  Wentz.  $2.50.  I  am  pretty  close  on  my  estimate  of  three; 
niu|rhly.  it  is  about  three  times. 

The  Chahiman.  I  think  the  gist  of  the  whole  thing.  Colonel,  is 
that  the  coal  operators  throughout  the  c^ountry  had  failed  to  keep 
their  contracts. 
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The  Chairman.  Is  not  that  a  commendable  thing  on  the  part  of 
public  men,  trying  to  take  care  of  their  constituents,  getting  them 
coal  ? 

Col.  Wentz.  I  think  it  is  an  excellent  thing. 

The  whole  situation  was  one  which  required  a  production  of  coal. 
The  more  writing  about  it  there  was  the  more  earnest  everybody 
connected  with  the  situation  became. 

The  Chairman.  I  referred  a  moment  ago  to  the  situation  in  New 
York  City  here — the  rent  situation,  the  rent  crusade  here.  You 
know  that  oiir  builders  in  the  city  of  New  York  in  the  main  are  as 
conscientious  in  their  line  as  anj'  Dusiness  in  America.  The  builders 
were  not  responsible  for  the  abnormal  increase  of  rents.  It  was  ihe 
men,  in  the  main,  who  sold  those  buildings.  Now,  these  rent  law« 
have  been  fixed  upon  everybody,  and  the  rent  laws  had  to  be  passed 
because  the  conditions  were  so  that  it  would  have  resulted  in  riots 
if  it  would  have  waited  longer;  there  would  have  been  conditions 
almost  of  riot  here. 

But  it  has  destroyed  the  building  industry ;  it  has  stopped  it  flat. 
There  are  lots  of  honest  coal  operators  undoubtedly;  1  will  not 
assume  that  the  great  majority  of  them  are  not  honest,  I  would  as- 
sume that  the  gi-eat  majoritj'  of  them  are  honest,  but  a  portion  of 
them,  by  their  manipulation  of  the  shorta^  of  cars  and  fuel,  have 
left  the  impression  in  the  minds  of  the  public  that  they  have  profited 
abnormally  this  past  year,  and  you  gentlemen  who  are  the  responsible 
men  of  the  operators'  association  nave  got  your  work  cut  out  for 
you,  to  convince  the  public  that  it  has  not  been  so,  that  you  and  other 
honest  men  in  the  organization  have  not  pronted  abnormally  in 
your  business ;  and  it  is  very  serious,  and  the  country  is  aroused  by 
it  almost  as  much  as  they  were  against  the  rent  profiteers;  and  if 
coal  is  difficult  to  get  this  winter  and  prices  are  unusually  high,  I  do 
not  know  what  might  happen. 

Col.  Wentz.  I  quite  agree  with  you  that  the  situation  is  serious^ 
but  the  real  answer  is  to  get  coal  and  it  is  being  gotten. 

The  Chairman.  To  get  it  at  a  fair  price. 

Col.  Wentz.  Senator 

The  Chairman.  You  see,  we  have  got  to  have  fuel  to  prevent  us 
from  freezing  to  death,  and  there  is  largely  in  the  minds  of  the  public 
that  the  coal  operators  have  been  profiteering.  You  might  take  the 
shoe  business,  or  the  clothing  business,  or  the  furniture  business;  you 
have  not  got  to  have  all  of  those  things ;  you  can  wear  your  old  clothes 
or  old  shoes,  or  you  can  use  your  old  furniture,  but  you  have  to  have 
coal ;  and  that  comes  pretty  close  to  the  people. 

Col.  Wentz.  I  think,  Senator,  you  would  be  amazed  to  know  the 
low  average  prices  at  which  a  tremendous  percentage  of  bituminous 
coal  has  been  sold  for  in  this  country ;  I  am  getting  some  figures  to- 
gether on  that,  but  I  do  know  that  the  average  prices  received  by 
half  a  dozen  oi  the  largest  producers  of  bituminous  coal  in  the  coun- 
try— and  by  that  I  mean  corporations  which  produce  in  excess  of 
10,000,000  tons  annually— ^their  average  prices  received  are  below  $1 
a  ton  at  the  mines,  and  you  will  find  that  hardly  any  of  them  have 
sold  any  coal  at  a  figure  in  excess  of  $5  to  anybody. 
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Now,  I  realize  that  it  is  poing  to  be  necessary  to  get  some  facts 
before  the  public  is  going  to  believe  that,  but  we  in  the  business 
know  it. 

The  Chairman.  You  know,  when  men  come  before  this  committee 
and  state  that  they  were  compelled  to  pay  ten  and  twelve  and  thirteen 
dollars,  as  they  have  in  some  cases,  for  spot  coal  at  the  mines,  and 
then  we  understand  that  coal  was  sold  at  a  profit  four  or  five  years 
ago  at  $2.60  a  ton,  it  is  pretty  difficult  to  convince  tlie  public,  when 
they  have  also  the  additional  knowledge  that  coal  operators,  in  con- 
junction with  the  railroads,  have  been  responsible  for  the  language  of 
the  prioritv  (frders,  that  there  is  not  some  inside  scheme  by  which 
somebody  has  done  these  things  with  the  knowledge  of  the  authori- 
ties. 

Coh  Wentz.  It  is  onlv  fair 

The  Chairman.  And  when  they  read  the  newspapers  this  morn- 
ing that  they  have  been  grafting  in  the  railroads  and  public  service 
and  Interstate  Commerce  Commissions. 

Col.  Wentz.  In  considering  the  increase  in  cost  of  production,  you 
must  remember  that  the  average  cost  of  production  of  most  basic  ma- 
terials, of  most  service,  has  at  least  doubled  since  the  prewar  period. 
You  must  remember  that. 

The  Chairman.  The  average  cost  of  production  ? 

Col.  Wentz.  Of  production  of  basic  materials. 

The  Chairman.  What  does  it  cost  to  produce  a  ton  of  coal  and  put 
it  on  a  car ;  a  dollar  a  ton  ? 

Col.  Wentz.  Oh,  dear  me,  no.  I  testified  that  in  Virginia — ^that 
is  the  only  place  I  am  familiar  with  as  an  operator  in  bituminous 
coal — it  costs  from  $2.50  to  $4,  I  think  my  testimony  was.  Let  me 
check  that ;  $2.50  to  $4. 

The  Chairman.  What  are  the  labor  costs,  the  actual  labor  costs, 
to  produce  a  ton  of  coal  to-day  in  Virginia? 

Col.  Wentz.  Seventy-five  per  cent  of  the  total  cost  of  production 
generallv  throughout  the  bituminous  coal-producing  districts  of  the 
Knited  States  would  be  for  labor. 

The  (^HAiRMAN.  If  it  costs  $3  to  produce  a  ton  of  coal,  75  per  cent 
is  labor? 

Col.  Wentz.  Approximately. 

The  Chairman.  And  these  costs,  these  lal)or  costs,  have  doubled 
in  five  vears? 

Col.  \Ventz.  Oh,  ves:  thev  are  more  than  trebled  in  five  vears. 

The  Chairman.  Are  the  wages  of  your  men  to-day  three  times  what 
thf*v  were  five  years  ago? 

CoL  Wentz.  I  think  so :  yes,  sir. 

The  Chairman.  What  do  you  pay  as  wages  to-day  for  a  coal  miner? 

Col.  Wentz.  The  minimum  pay,  the  minimum  day  wage  for  a 
laborer  in  and  about  a  coal  mine  is  $7,  union  fields. 

The  Chair^ian.  What  pay  did  he  receive  five  years  ago? 

Col.  Wentz.  $2.50.  I  am  pretty  close  on  my  estimate  of  three; 
rofiirhly,  it  is  about  three  times. 

The  Chairman.  I  think  the  gist  of  the  whole  thing.  Colonel,  is 
thai  the  coal  operators  throughout  the  country  had  failed  to  keep 
i?.*-ir  contracts. 
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Col.  Wentz.  You  must  remember,  though,  that  a  contract  can  not 
be  filled  unless  you  can  get  cars  to  ship  the  coal  in.  Now,  there  may 
have  been  coal  operators,  and  probably  there  were,  who  violated 
their  contracts  but  the  responsible  coal  operators  of  the  country 
can  show  that  they  have  lived  up  faithfully  to  their  contracts. 

The  Chairman.  The  gist  of  that  again  is  this :  It  was  always  pos- 
sible to  get  coal  if  you  paid  for  it. 

Col.  Wentz.  I  do  not  think  that  is  the  situation  in  connection 
with  the  responsible  coal  operators,  because  I  have  personal  knowl- 
edge ;  but  I  believe,  referring  again  to  the  10  large  producing  bitu 
minous  coal  companies,  that  none  of  them  were  selling  spot  poftl 

The  Chairman.  What  proportion  of  the  entire  bituminous  supply 
is  there  mined  by  the  10  large  operators? 

Col.  Wentz.  Thev  probabl)'  mine  100,000,000  tons  a  yeai*. 

The  Chairman.  What  proportion  to  the  whole? 

Col.  Wentz.  About  one-sixth.  I  merely  quote  them  because  I 
happen  to  know  of  them.  Now,  there  are  hundreds  of  others  in  the 
same  class  with  them. 

Mr.  Miller.  Mr.  Chairman,  I  would  like  to  ask  Col.  Wentz  if. 
in  keeping  with  the  great  duty  of  man  to  man — namely,  the  M- 
iillment  of  commitments  upon  which  one  man  has  to  depend  on 
another — it  would  not  be  well  to  endeavor  through  his  strong  asso- 
ciation to  devote  its  energies  to  gathering  facts,  reasons,  and  ar<ru 
monts  as  to  why  contracts  should  be  kept;  to  send  that  out  to  his 
membership;  and  in  event  of  a  seller  being  unable  to  make  full 
weeklv  deliveries  because  of  strikes  or  other  unavoidable  causes 
that  the  seller  agree  that  the  amount  of  coal  delivered  under  his 
contract  each  week  equal  in  per  cent  that  delivered  to  any  other  '»f 
Ihe  seller's  contract  customers,  and  that  the  seller  avoid  all  delivery 
of  spot  coal,  or  speculative  coal,  or  export,  coal  while,  man  to  man, 
lie  is  under  obligation  to  another  man  to  make  good  a  commitment! 

Col.  Wentz.  Spot  coal  is  all  right.  I  am  not  speaking  as  presi- 
dent of  the  association.  I  am  speaking  as  an  individual  operator, 
I  never  had  any  contract  in  my  life  which  permitted  me  to  ship  an} 
Kpot  coal,  and  I  never  expect  to  make  one. 

With  regard  to  expoii  coal,  why  is  not  a  contract  entered  into 
:n  good  faith  with  a  French  railroad  as  much  of  an  obligation  as 
a  contract  entered  into  in  good  faith  with  an  American  railroad  • 
And  if  I  did  enter  into  such  a  contract  and  had  a  pro  rated  delivery 
clause  in  my  contract,  would  I  not  be  liable  for  damages  to  the 
foreign  road  if  I  neglected  to  ship  it  a  just  proportion  of  my  pro- 
duction, or  would  I  not  be  liable  to  damages  to  the  American  rail 
road  if  I  failed  to  ship  it  in  just  proportion  of  my  production?  1 
hardly  see  where  the  legal  liability  and  moral  responsibility  diifer 

Mr.  Miller.  Supposing  you  shipped  it  to  both  pro  rata  an^i 
shipped  it  for  spot  rather  than  shipping  it  to  spot  market  at  hi£rli»*r 
prices  ? 

Interstate  Commerce  Commissioner  Clyde  B.  Aitchison  testifier! 
here  on  the  13th  of  August,  and  when  he  was  asked : 

Has  it  ever  been  su^frested  that  conl  wns  bPinjr  held  buck  for  h!jrhi»r  pr:*^^ 
speculation? 

He  answered: 

I  have  not  any  doubt  of  It.  There  has  been  the  greatest  crossing  of  order?, 
double-crossing  of  orders,  and   double-crossing  of  consignees  and   lliose  tbi*' 
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have  had  contracts  for  the  last  90  days  that  I  have  ever  known  about  in  my 
btLsiness  experience.  That  Is  abundantly  established.  We  have  moved  coal. 
It  has  been  moved  and  delivered  In  such  quantities  that  there  ought  not  to  be 
any  occasion  for  panic.  But  there  has  been  the  excuse  of  car  shortage  and  the 
♦*XfU8e  of  labor  trouble.  The  result  has  been  that  certain  unscrupulous  mine 
owners,  I  have  no  doubt,  ami  perhaps  ctrtjiin  brokers  who  unve  coHtrj.cis  wiili 
the  railroads,  with  constru<*tion  companieji  of  one  kind  or  another,  with  indus- 
tries, with  wholesalers  and  with  retailers  of  coal,  that  have  deliberately  with- 
held the  fu Hilling  of  their  contracts  in  order  that  they  might  have  coal  for  the 
iiuirket. 

Now,  Commissioner  Aikhison  has  been  following  this  pretty 
closely,  and  this  is  his  opinion  and  his  testimony  before  our  com- 
mittee. 

Col.  Wektz.  I  heartily  condemn  any  such  practice,  naturally. 

>fr.  Miller.  We  brought  this  to  your  attention  on  the  13th  of 
Aiigust.    Have  you  done  anything  to  remedy  it  since  that  time? 

CoL  Wbntz.  Personally  I  have  done  everything  I  can  to  remedy 
it  since  that  time.  As  I  told  you,  on  the  13th  of  August,  as  president 
of  the  National  Coal  Association,  imder  the  by-laws  and  rules  of  the 
ass<x?iation,  I  have  not  been  permitted  to  discuss  prices  or  contract 
renditions.  That  is,  in  my  mind,  one  of  the  misfortunes  of  the 
Sherman  Act. 

The  Chairman.  You  do  not  believe  that  if  you  call  together  mem- 
l)ei*s  of  your  organization  and  urge  them  to  live  up  to  their  con- 
tracts, so  as  to  avoid  this  condemnation  of  the  industry,  to  fulfill  to 
tlie  letter  their  agreements,  the  agreements  that  they  made,  that 
would  be  violating  the  law? 

CoL  Wentz.  It  does  not  soimd  so. 

The  Chairman.  I  would  take  it  to  the  Senate  and  have  it  made 
immune  if  it  did. 

Col.  Wentz.  That  would  be  preferable.  It  does  seem  absurd,  but 
there  has  been  so  many  instances,  for  instance,  the  hardwood  lumber 
i-ase :  they  went  a  little  further,  but  lawyers  differ  so  much  as  to 
ju>t  where  you  draw  the  line.  But  I  do  say  that  I  have  personally 
•  lone  all  the  work  I  can  in  that  direction  with  every  coal  operator  I 
f'ould. 

The  Chairman.  It  seems  to  me  that  if  a  copy  of  that  testimony  of 
<  ommissioner  Aitchison  should  be  sent  to  every  coal  operator  in 
America  and  placed  before  each  of  them  with  the  alternative  of  con- 
trol by  a  coal  administrator,  or  of  the  price  through  Congress,  that 
that  would  wake  them  up. 

Mr.  Miliar.  Col.  Wentz,  should  the  Attorney  General  give  you  an 
;iv>uranc«*  that  you  could  meet  and  discuss  the  fulfillment  of  con- 
irns'ts,  wouM  you  feel  that  the  matter  was  of  sufficient  importance 
!«•  pro|KiS€»  to  your  association  that  they  amend  the  by-laws  to  the 
extent  of  enabling  them  to  do  so? 

i'ni.  Wkntz.  If  the  Attorney  General  has  the  authority  to  take 
-^irh  action,  and  his  successor  will  confirm  that  authority  and  not 
'  rifip  prosecutions — that  is  the  trouble  with  the  situation;  if  a  suc- 
•i-»»ding  Attorney  General  takes  a  different  view,  he  can  bring  prose- 
•Mjtiona:  it  is  a  contract  agreement  affecting  the  law  that  you  sug- 
«:♦  --1:  that  is  the  size  of  it  and  that  is  the  whole  difficultv. 
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(It  was  requested  that  the  following  papers  be  copied  into  the 
record:) 

New  Yobk  Edison  Co., 
Ibvinq  Place  and  Fifteenth  Stbeet, 

New  York,  November  5,  ISftO. 
Mr.  Fbanklin  T.  Miller,  ^ 

Special  Committee  on  Reconstruction  and  Production, 
United  States  Senate, 

New  York,  N.  Y, 

Mt  Deab  Mb.  Milleb  :  At  the  request  of  Mr.  Lieb  I  am  sending  you  berewitb 
copy  of  a  telegram  which  w^as  sent  to-day  to  the  Interstate  Commerce  Commis- 
sion by  the  national  committee  on  gas  and  electric  service. 
Yours,  very  truly, 

F.  W.  Jesseb, 
Secretary  to  Vice  President. 

(On  the  envelope,  appeared  the  following  pencil  notation:) 

Interstate  Commerce  Commission  must  assiRU  cars  under  Service  Order  No. 
21  for  tran.«5portation  of  coal  to  Public  Utilities  in  order  to  prevent  actual 
shutdowns  of  gas,  electric  light,  and  power  companies.  Since  October  15. 
when  such  assignments  were  canceled,  shipments  have  fallen  off  from  100  per 
cent  to  53  per  cent  of  actual  daily  requirements. 

(The  following  is  a  carbon  copy:) 

No\'Ember  5,  1920. 
intebstate  commebck  commission, 

Washington,  D.  C. 

The  national  committee  on  gas  and  electric  service  representing  public 
utilities  throughout  the  c<mntry  engaged  in  serving  the  public  with  giis,  street 
railway,  and  electric  light  and  power  service  have  considered  the  statemrn  s 
made  to  It  by  its  committee  members  and  the  report  submitted  to  It  by  its  secre- 
tary, Mr.  G.  W.  Elliott,  of  the  results  of  the  operation  of  the  coopera:ive  proems 
under  the  new  Order  21  which  has  taken  the  place  of  Order  16  under  which  car 
assignments  to  public  utility  companies  had  previously  made  their  opera. ions 
possible. 

The  commit ree  respectfully  urges  that  the  data  submitted  to  it  of  the  opera 
tlons  during  the  week  October  1 5  to  23  shows  diminished  coal  shipments  amount- 
ing to  53  per  cent  of  their  daily  requirements  and  confirms  its  belief  that  th«* 
present  situation  is  intolerable  and  seriously  jeopardizes  the  contlnuc><l  oi)ora- 
tion  of  the  public  utilities  particularly  in  view  of  their  rapidly  diminishing  and 
meagre  reserve  sui)ply  w^ith  which  they  are  facng  the  serous  situation  whirh 
arises  regularly  every  winter  due  to  transporratlon  interruptions,  labt)r  lU* 
turbances,  embargoes,  snow  storms,  etc. 

The  National  Conmiittee  on  Gas  and  Electric  Service  respectfully  urj^ 
that  steps  should  be  taken  at  once  by  the  Interstate  Commerce  Commission  to 
secure  Immediately  a  sufficient  supply  of  coal  to  protect  the  vital  public  servirt-s 
which,  under  present  conditions,  we  find  are  now  seriously  menaced. 

We  would  urge  that  the  Interstate  Commerce  Commission  arrange  at  on*^ 
for  the  providing  of  an  adequate  supply  of  cars  at  the  mines  to  secure  to  utili- 
ties at  this  time  a  sufficient  and  dependable  supply  of  coal. 

The  experience  of  managers  of  utility  properties  leaves  no  question  of  Hk* 
imperative  need  for  the  accumulation  of  adequate  fuel  reserves  before  winter 
sets  In  which  period  of  emergency  now  confronts  us  and  we  urge  thai^  tt  require? 
your  immediate  and  urgent  action. 

National  CoMMrrrEE  on  Gas  and  Electric  SEBVirR 
J.  W.  Lieb,  Chairman, 
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.Vetr  York  fuel  difttnbution  conunittee  report,  showing  coal  supply   {in  gross 

tons),  public  utilities,  New  York  City, 

BITUMINOUS  STEAM  COAL. 


OaUy 
consump- 

tion  to 

Mar.  15,  >   Oct.  25, 
1921.     I     1920. 


Days'  supply. 


Bronx  Gas  &  T"  lectrlc  ('o 

HrookljTi  Borough  tias  Co 

Hro^klyn  Fdison  Co 

Br  toklyn  Rapid  Transit  Co 

Krouklyn  Union  12as  Co 

Interhorough  Rapid  Transit 

Kings  County  Lighting  Co 

N(«w  York  V  dison  Co 

New  York  &  Richmond  Gas  Co 

New  York  Steam  Co 

(Queens  Borough  Oas  &  V  lectric  Co. 

K I  as  plan  t 

;  lectric  plant 

Richmond  Ught  A  R.  R.  Co 


^1920^'  '  Ii^crease. !  Decrease. 


BITUMINOUS  OAS  COAL. 


rori3  jiidated  Ttas  Co . 


ANTHRACITE  STBAM   COAL. 


Br^nx  Gas  &  Electric  Co 

.^rtji>klyn  Union  tias  Co 

K  inm  County  Lighting  Co 

N>w  York  &  Richmond  Gas  Co. 

BpMklyn  Borough  Gas  C^o 

.Yew  York  Steam  Co 


1 

27 

69 

90 

106 

39 

21 

i 

7} 

3 

3 

930 

56 

63 
107 
27 
2 
15 
55 


1 
6 


12 


ANTHRACITE  GAS  COAL. 


Hronx  Gas  &  Electric  Co 

Prooklyn  Borough  Gas  Co 

Mntoklvxi  Union  Gas  Co 

•  >n9>Iidated  Gas  Co 

Nr*w  York  &  Richmond  Gas  Co. 
tUngg  Goanty  Lighting  Co 


15 
39 
1,300 
1,500 
37 
92 


127 
15 
27 
37 
3 
12 


122 
19 
26 
42 

H 
13 


6 
I 


4 

5 

i* 

0 

li 

1 

>  Report  of  Queens  Borough  Co.  of  Oct.  25  covers  bituminous  steam  coal,  gas  and  electric  plants 


(The  following  is  a  pencil  memorandum  which  was  attached  to 
ihe  foregoing  report:) 

lioui^hly  estimated  that  if  possible  to  pool  all  the  coal  of  these  utilities  it 
uould  last  for  about  15  clays.  If  pooled  under  such  an  arrangement  at  U^st 
three  times  this  amount  should  be  available  for  a  safe  winter*s  reserve. 

Fbanklin  T.  Miller. 

(Whereupon,  at  5.15  o'clock  p.  m.  the  committee  adjourned  to  meet 
;tt  the  call  of  the  chairman.) 
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MONDAY,  NOVEKBEB  8,   1920. 

Unitm)  States  Senate, 
Select  Committee  ox  Reconstruction  and  Production, 

Chvelaiui^  Ohio, 

The  committee  met,  pursuant  to  call,  at  10.30  o'clock  a.  m.,  in  the 
louncil  chamber  at  the  City  Hall,  Senator  William  M.  Calder  pre- 
siding. 

Present:  Senator  Calder  (chairman)  and  Senator  Pomerene;  also 
Messrs.  Franklin  T.  Miller  and  Eugene  Meyer,  jr.,  assistants  to  the 
committee. 

Senator  Caij>er.  Ladies  and  gentlemen,  this  committee  is  here  at 
develand  to-day  at  the  invitation  of  the  mayor  of  your  city,  your 
two  United  States  Senators,  and  different  business  organizations  of 
Cleveland.  At  a  recent  session  of  Congress  a  committee  was  ap- 
)H>inted  u|)on  my  motion  to  inauire  of  the  general  housing  conditions 
of  the  Nation,  and  also  into  the  matter  of  savings  and  production. 
We  have  had  some  hearings  in  the  larger  cities  in  the  East,  and,  of 
«*ourse,  in  order  to  get  the  information  and  data  properly  before  us  it 
i>  necessary  to  have  some  contact  and  touch  with  the  larger  western 
lities. 

Xow.  we  understand  vou  liave  arranged  a  program  here  for  certain 
\\itnesses  to  testify.  ^^  e  will  be  glad  to  hear  from  them  in  order  to 
know  the  conditions  in  your  city  as  to  the  causes  of  any  housing 
shortage  that  may  exivSt,  and  any  suggestions  you  gentlemen  may 
have  to  make  as  to  a  remedv  for  these  conditions.     Our  committee 

■ 

has  not  yet  determined  just  what  to  do.  We  have  some  ideas  our- 
s4*lves  that  may  help.  Our  committee  is  not  disposed  to  encourage 
nor  will  thev  report  tlie  matter  of  the  f)resent  outlook  for  any  legisla- 
tion ihnt  will  t«»n<l  toward  the  Nation  itself  going  into  the  housing 
I'lisines*^.  This  committee  is  working  in  an  effort  to  do  something  to 
prevent  (iovernment  construction.  We  do  not  wish  to  go  into  the 
tinu.sual  procedure  that  is  now  going  on  in  France  and  England  in 
connection  with  this  most  important  industry. 

.Mr.  (toff  is  to  have  char;re  of  the  proceedings  fix>m  the  standpoint 
'if  the  citizens  of  Cleveland,  and  I  will  be  glad  to  have  him  introduce 
iht*  witnesses. 

Mr.  Gorr.  Senator  Calder,  I  think  you  have  made  a  mistake.  This 
.>  the  first  intimation  I  had  that  I  was  to  present  the  witne&ses.  I 
wav  asked  to  l)e  here,  and  I  shall  be  very  glad  to  be  helpful  in  any 
way  I  can.  I  don't  know  just  what  the  program  is.  I  think  Mr. 
Stoddard  will  have  to  take  the  laboring  oar.  I  will  be  very  glad 
to  assist  Mr.  Stoddard. 

The  Chairman.  Well,  Mr.  Benkoski,  vou  begin. 

780 
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STATEMENT  OF  UB.  C.  J.  BENKOSKI,  CITT  CLEBX,  CLEVELAIS, 

OHIO. 

« 

Mr.  Benkoski.  Mr.  Senator,  pursuant  to  letter  received  from  the 
Senate,  a  summons  had  been  issued  to  various  business  men  and 
representatives  of  this  citv,  and  a  like  summons  was  sent  to  the 
following  mayors-:  John  Galvin,  mayor  of  Cincinnati;  James  J. 
Thomas,  mayor  of  Columbus;  William  D.  Laub,  mayor  of  Akron; 
Fred  J.  Warnock,  mayor  of  Youngstown ;  E.  V.  Babcock,  mayor  of 
Pittsburgh,  Pa. ;  Cornell  Schreiber,  mayor  of  Toledo:  H.  A,  Heide- 
sen,  mayor  of  Davton;  Norman  Witten,  mayor  of  Canton;  James 
Couzons,  mayor  of  Detroit,  Mich. 

In  response  to  the  summons  the  mayor  of  Akron  states  that  Mr. 
P.  P.  Gott,  president  of  the  builders  exchange  of  their  city,  will 
be  present,  and  he  is  present  here  now.  The  mayor  of  the  city  of 
Detroit  responds  that  they  will  not  have  a  representative  present 
at  this  meeting.  The  mayor  of  Dayton  likewise  responds  that  there 
will  be  no  representative  of  Dayton  present  at  the  meeting.  The 
mayor  of  Cincinnati  responds  by  saying  that  inasmuch  as  the  time 
is  short,  he  could  not  have  a  representative  here. 

The  local  men  who  responded  by  letter  advising  that  they  would 
be  here  are  Mr.  Skeel,  who  is  here ;  the  president  of  the  Nickel  Plate 
Bailroad  stated  he  would  be  here;  Mr.  Robinson,  president  of  the 
Equity  Savings  &  Loan  Co. ;  Mr.  Robinson,  of  the  Guardian  Savings 
&  Trust  Co. ;  Mr.  Baer,  of  the  chamber  of  commerce,  who,  by  the 
way,  is  here;  and  the  secretary  of  the  chamber  of  commerce  re- 
sponds to  the  summons  by  saying  that  Mr.  Feiss  would  represent 
the  chamber  of  commerce,  but  Mr.  Feiss  says  that  he  will  oe  here 
on  call. 

STATEMENT  OF  MB.  GEOBGE  S.  STTMMEBELL,  COMMISSIONER  OF 

BUILDINGS,  CLEVELAND,  OHIO. 

Mr.  SuM3iERELL.  I  luivc  h  typewritten  report  here  that  I  can  sub- 
mit for  your  record. 

The  Chairman.  Mr.  Summerell,  the  committee  will  be  glad  to 
have  you  tell  us  just  what  the  building  conditions  in  Cleveland  are 
to-day,  and  also  what  buildings  have  been  constructed  this  year,  last 
year,  and  the  preceding  years  prior  to  the  war,  showing  a  compari- 
son between  those  years  and  this  year. 

Mr.  Summerell.  In  the  year  1913  there  was  a  total  of  11,064  per- 
mits issued,  at  a  valuation  of  $23,841,160.  That  year  there  were  271 
permits  issued  for  apartments  and  tenements,  at  a  valuation  of 
$2,706,500.  The  apartments  and  tenements  provided  for  1£88  fam- 
ilies. The  same  year  there  were  permits  for  2,599  dwellings,  at  a 
valuation  of  $7,878,160,  which  provided  for  3,501  families  and  dwell- 
ings. In  1914  there  were  421  permits  issued  for  apartments  and  tene- 
ments, at  a  valuation  of  $4,817,900,  which  provided  for  2,163  families. 
There  were  2,694  permits  issued  for  dwellings  in  1914,  at  a  valuation 
of  $8,716,610,  which  provided  for  3,983  families.  That  year  there 
were  total  permits  of  12,767,  at  a  total  valuation  of  $27,304,800.  In 
1915  there  were  504  permits  issued  for  apartments  and  tenements,  at 
a  valuation  of  $6,063,300,  which  provided  for  2,722  families.    There 
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were  3,360  permits  issued  for  dwellings  in  1915,  at  a  valuation  of 
$10,504,050,  which  provided  for  5,057  lamilies. 

That  year  there  were  a  total  of  14,364  permits  issued,  at  a  to'tal 
valuation  of  $32,660,305,  In  1916  there  were  339  permits  issued  for 
apartments  and  tenements,  at  a  valuation  of  $4,250,850,  which  pro- 
vided for  1,758  families;  and  there  were  4,095  permits  issued  for 
dwellings  in  1916,  at  a  valuation  of  $12,632,150,  which  provided  for 
6,102  families.  That  year  there  was  a  total  of  14,022  permits  issued, 
at  a  total  valuation  of  $33,108,255.  In  1917  there  were  180  permits 
issued  for  apartments  and  tenements,  at  a  valuation  of  $3,002,000, 
which  provided  for  1,248  families;  there  were  2,644  permits  issued 
for  dwellings,  at  a  valuation  of  $8,703,300,  which  provided  for  4,077 
families.  That  year  there  was  a  total  of  permits  issued  of  11,952,  at 
a  total  valuation  of  $30,483,750. 

Mr.  Calder.  Commissioner,  you  refer  to  permits  being  issued. 
Have  vou  any  record  of  the  number  of  these  permits  that  we  can- 
<!e]ed.  Indicating  just  the  number  that  were  actually  constructed? 

Mr.  SrMMERELL.  No,  sir. 

The  Chairman.  You  haven't  the  figures? 

Mr.  SuMMERELL.  I  havcu't  the  figures  of  that.  We  keep  no  such 
figures  as  that. 

The  CnATR3iAX.  So  that  you  don't  know  whether  all  of  these  houses 
were  built  or  not? 

Mr.  SuMMERELLL.  Well,  we  know  that  there  are  not  more  than  5 
I>er  cent  of  the  total  permits  issued  in  a  year  that  are  canceled. 

Mr.  Caldkr.  I  have  just  checked  your  figures  for  1917,  which  was 
the  year  that  we  entered  the  war,  because  I  find  in  that  year  a  great 
many  permits  were  granted  and  then  afterwards  the  buildings  were 
not  constructed. 

Mr.  SrMMERELL.  Xo.     They  were  stoj)ped  by  the  war. 

The  Chairman.  You  have  no  record  of  that? 

Mr.  SrMMERELL.  Xo,  sir;  I  have  no  record  of  that. 

The  Chairman.  Go  ahead. 

Mr.  SuMMERELL.  In  1918  there  were  22  permits  issued  for  apart- 
ments and  tenements,  at  a  valuation  of  $468,000,  which  provided  for 
1JC>  families;  and  there  were  1,174  permits  issued  for  awellings,  at 
a  valuation  of  $4,476,200.  w^hich  provided  for  1,815  families.  That 
year  there  were  only  a  total  of  8,668  permits  issued,  at  a  valuation 
of  #16/585,800.  In  1919  there  was  a  total  of  116  permits  issued  for 
apartments  and  tenements,  at  a  valuation  of  $5,689,000,  which  pro- 
vided for  1,069  families.  There  were  2,905  permits  issued  for  dwell- 
ings, at  a  valuation  of  $14,710,900,  which  provided  for  2,637  fami- 
lies. There  were  12,288  permits  in  all  issued  in  1919,  at  a  valuation 
fif  $47,707,975.  In  1920,  to  Xovember  1,  there  were  27  permits  issued 
for  apartments  and  tenements,  at  a  valuation  of  $879,5(X),  which  pro- 
^  iflecl  for  232  families.  There  were  only  1,603  permits  issued  for 
•  Iwellings,  at  a  valuation  of  $9,199,000,  which  provided  for  2,199 
fiimilies.  The  total  permits  issued  to  Xoveml)er  1  this  year  is  10,181, 
at  a  valuation  of  $57,139,225. 

There  have  been  in  the  last  two  years,  or  the  years  1919  and  1020,  to 
November  1,  approximately  250  dwellings  which  have  been  demol- 
ished to  allow  for  the  erection  of  commercial  buildings.  The  ma- 
;«#rity  of  these  dwelling  houses  housed  two  families  each,  which 
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averaged  approximately  500  families  who  were  in  need  of  new  quur- 
ters.  The  average  rents  paid  in  these  buildings  were  between  "kl^^ 
and  $30  per  month,  being  located  in  the  congested  districts— the 
commercial  districts — where  the  poorer  class  of  people  wouM  livp. 
That  is  the  extent  of  my  figures,  Senator. 

The  Chairman.  Your  figures,  Commissioner,  seem  to  indicate  that 
in  the  years  1918  and  1919  and  1920,  assuming  that  the  building  {>er- 
mits  for  the  next  2  months  averajje  as  great  as  they  were  for  tht- 
first  10  months  of  this  year,  there  is  a  less  housing  total  in  this  nix 
than  in  the  total  for  the  year  1916. 

Mr.  SuMMERELL.  Yes,  sir. 

Mr.  Calder.  The  figures  seem  to  indicate  that  in  the  years  11U4. 
1915,  and  1916  the  average  construction  of  housing  was  for  aU»nt 
T,00()  families,  while  in  the  year  1917  it  fell  oflF  to  5,800,  and  the 
three  years  since  then  just  about  equaled  an  average  of  8,000:  in 
fact,  it  is  a  total  of  7,400,  so  that  the  last  three  years  equal  each  one 
of  the  three  prewar  years. 

Mr.  SuMMERELL.  Ycs,  sir. 

The  Chairman.  In  your  position,  of  course,  you  have  intiniHtt- 
knowledge  of  all  these  things.  What  is  the  general  attitude  <»( 
builders  to-day  toward  starting  in  building  houses  for  Cleveland  t 

Mr.  Si^MMERELL.  I  wish  to  state  that  the  figures  for  the  subiirh> 
are  not  included  in  those  that  I  gave.  They  are  not  in  the  citv  <>i 
Cleveland,  and  I  have  no  access  to  their  permits,  as  to  what  they 
have  done,  but  we  know  that  in  the  last  two  years  more  houses  have 
been  erected  in  the  suburbs,  on  an  average,  for  the  population,  than 
there  have  been  in  Cleveland,  due  to  the  fact  that  in  Clevelantl  the 
commercial  districts  are  being  shoved  out  more  into  the  residential  <li> 
tricts — the  old  residential  districts — and  the  people  instead  of  mov- 
ing immediately  to  possibly  within  a  few  streets  go  to  the  suburh> 
We  find  that  has  taken  a  good  many  people  from  Cleveland  to  li^e 
in  the  suburbs,  and  the  houses  are  built  out  there  rather  than  l>eini: 
built  in  the  city. 

The  Chairman.  Hasn't  the  additional  construction  work  in  the 
suburbs  taken  care  of  your  problem? 

Mr.  SuMMERELL.  Not  entirely,'  no,  sir.  The  opinion  I  have  n- 
to  the  reason  why  there  has  not  been  more  building,  from  talking: 
with  contractors  and  prospective  builders  and  owners,  is  that  th*'} 
are  unable  to  get  loans,  and  the  uncertainty  in  prices  of  materijds: 
and  for  quite  a  while  this  year  it  was  impossible  to  get  cement  into 
the  city.  They  were  getting  about  10  i)er  cent  of  what  they  shoiiM 
have  had,  and  it  was  delaying  the  construction  so  long  that  the  men 
would  not  put  their  money  into  it,  because  75  ]K»r  cent  was  Wiiir 
built  on  borrowed  money,  and  they  couldn't  afford  to  take  fnmi 
six  to  eiffht  months  to  build  a  house  that  ordinarily  took  thre*' 
months. 

The  Chairman.  Whv  couldn't  they  get  money? 

Mr.  SuMMERELL.  That  I  can't  answer — why  they  couldn't  get  the 
money.  The  banks,  it  seems,  were  not  granting  the  loans  that  they 
had  been  before. 

The  Chairman.  You  mean  were  not  granting  as  much  or  were  n^tt 
granting  loans  at  all? 

Mr.  SvMMERELL.  T  bclieve  the  building  and  loan  companies  ven* 
loaning  just  as  much  as  they  possibly  could:  in  fact,  they  went  al<mi: 
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until  they  l)elievefl  they  woiihl  have  to  stop.  I  don't  know  why, 
hut  Mr.  Creer  and  Mr.  Rohinson  and  s^mo  of  the  other  buihlinjjr 
and  loan  people  are  here,  jmhI  they  can  <j:ive  you  more  definite  infor- 
mation on  that  than  I  can. 

The  Chairman.  Are  any  huildin<r  permits  beir^r  taken  out  now 
in  the  city? 

Mr.  SiMMEREiJ..  Yes,  sir. 

The  Chairman.  Have  they  fallen  off  in  the  last  30  or  60  days? 

Mr.  Si-:mmerell.  Yes,  sir;  they  have  very  materially.  For  the 
month  of  October  we  issued  1,033  permits;  for  the  month  of  Sep- 
iemlH»r  we  issued  1,1'25.  And  for  apartments  and  tenements,  in  the 
month  of  September,  we  issued  3,  and  we  have  issued  2  in  ()ctober. 
lift  October  we  issued  134  permits  for  dwellin<rs,  and  in  September 
>vf  issued  171.  That,  of  course,  might  be  due  to  the  fact  that  the 
huihlers  can  not  be  assured  of  getting:  a  structure  under  cover 
In-fore  bad  weather  sets  in.  Of  course,  we  expect  a  dropping  off  from 
the  1st  of  November. 

The  Chairman.  How  do  those  permits  accord  with  other  years? 
I^*ss  than  other  years'? 

Mr.  SrMMERKLL.  Yes;  a  great  difference.  For  instance,  last  year 
ill  September  we  issued  15  j)ermits  for  brick  dwellings  and  268  for 
frame  dwellings:  this  year  we  have  issued  12  and  159,  respectively, 
in  September.  For  apartments  this  year  we  issued  3  in  the  month 
of  September  and  last  year  there  were  8  issued. 

The  Chairman.  Senator  Pomerene  suggests  as  to  whether  or  not 
you  can  give  information  as  to  the  number  of  families  in  Cleveland 
iifiMling  housing  to-day,  and  whether  or  not  it  can  be  obtained  for 
them. 

Mr.  SuMMERELL.  I  l)elieve  that  more  definite  figures  could  be 
olitaincd  from  the  Fair  Price  Commissicm,  Senator.  Thev  have  been 
inv<'stigating  the  rent  proposition,  and  they  have  more  direct  infor- 
mation on  that  than  I  have. 

The  {^HAiRMAN.  Is  there  a  witness  here  who  can  give  that? 

Mr.  Sr MMERELL.  Yes. 

The  Chairman.  Very  well.    Xow  we  will  hear  Mr.  Robinson. 

STATEKEHT  OF  MB.  FRANCIS  W.  BOBIKSON,  SECBETABT,  EQUITY 

SAVINGS  &  LOAN  CO.,  CLEVELAND,  OHIO. 

The  CHAUtMAN.  Mr.  Kobinscm,  I  believe  you  are  secretary  of  the 
Kouity  Savings  &  Loan  Co.  ^ 

Nlr.  KciuiNsoN.  Yes,  sir. 

The  (*HAiRMAN.  Your  company  is  organized  under  the  laws  of  the 
.*^taU*  of  Ohio? 

Mr.  Robinson.  Yes,  hir. 

The  Chauiman.  And  you  loan  money  on  mortgage  on  dwelling 

Mr.  RoBiNMON.  Yes,  sir;  dwelling  houses. 

The  (*HAiRMAN.  Will  you  tell  us  how  much  money  your  organiza- 
tion has  loaned  on? 

Mr.  Ri)BiNsoN.  I  have  a  short  report  here  which  I  shall  read. 

';kmik^ik.>:  U»*|M»rTl'i^  nn  Iwluilf  «»f  tIi»»  h\i\  •Ijiii:  nrul  Immh  .miuI  <nviiiir*j  :i!ii1 
♦•«:m  ii«««uir'*Tli'is  of  l*U«v«»'n   «i  jiti^  It**  IiruntMlintr  ^ulmrl)'^  ri'lntivo  to  tlie  Pnnii- 
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<*ial  situation  wbich  alTefts  the  liousinj;  problem  of  the  city,  busing  an  esti- 
mate for  tlie  year  last  past  on  the  result  of  a  quetstlounaire  covering  a  live- 
month  i)eriod,  commencing  Man'h  1,  1920,  jrfves  the  following  as  the  accomp  Ish- 
ment  of  Clevelancrs  home-bnildinjx  associations  in  the  tinancing  of  new  homes: 

Single   dwellings 1.104 

Double  dwellings 924 

Apartment  houses  (247  suites) 96 

Stores  and  apartments  (12  suites) 5 

Total  loans 2,009 

Families  provided  for 3,211 

Amount  loaned,  estimating  the  loans  at  $6,000  each,  this  being  the 
average  loan  of  one  of  the  associations  whose  loans  during  the 
past  year  aggregate  over  $1,5(X),000 $12,414,000 

This  is  $7,000,000  short  of  the  amount  loaned  by  Cuyahoga  County  associa- 
tions in  1919,  as  reported  by  Mr.  W.  R.  Greer,  president  for  that  year  of  the 
Cuyahoga  County  Building  Association  League. 

I  have  attached  to  this  report  here  a  list  giving  the  names  of  the 
building  and  loan  companies  and  the  amounts  loaned  by  them  during 
1919,  aggregating  nineteen  millions  of  dollars. 

(The  report  referred  to  by  Mr.  Robinson  is  here  printed  in  full, 
as  follows:) 

What  is  believed  to  be  not  a  small  contributing  factor  to  the  shortage  of  funds 
for  building  purposes  is  the  low  price  at  which  United  States  Government 
bonds  could  be  had  on  the  open  market,  the  high  rate  of  interest  paid  by  the 
Government  on  certificates  of  indebtedness,  the  high  rate  of  interest  offered 
by  industrial  corporations  and  business  houses  for  loans,  and  the  attractions 
of  preferred-stock  offerings. 

Help  that  could  be  rendered  by  the  United  States  Government:  Deposit  with 
these  home-building  institutions  Government  funds  at  a  low  rate  of  Interest 
and  on  terms  as  to  repayment  that  would  make  the  loaning  of  such  funds  on 
long-time  monthly  payments  practicable. 

liender  assistance  similar  to  that  experienced  by  the  banks  through  the 
operation  of  the  PVderal  Reserve  System,  by  enacting  into  law  the  Federal 
building-loan  bank  bill,  sponsored  by  Senator  William  M.  Calder,  and  to  be 
reintroduced  at  the  next  session  of  Congress. 

The  importance  of  the  adequate  production  of  foodstuff  has  been  recogniz«l 
by  the  Government  In  the  farm  loan  bank  bill. 

The  passage  of  the  proposed  building-loan  bank  bill  would  be  the  recogni- 
tion by  the  Government  of  the  importance  of  the  adequate  production  of 
habitable  dwellings. 

The  opposition  to  the  bill  because  of  the  tax-exemption  feature  of  the  pro- 
posed bonds  ought  not  to  persist  in  face  of  the  fact  that  the  loss  of  taxes 
resulting  from  the  exemption  would  be  more  than  covered  by  the  new  taxabl«* 
property  that  would  be  created  by  the  operation  of  the  law. 

The  building  and  loan  compaiiles  of  Cuyahoga  County  were  asked  to  give 
amount  of  loans  made  during  1919  for  the  building  of  new  structures  onh. 

Thirty-four  out  of  fifty-five  companies  reported,  as  follows: 

Atlas  Savings  &  Loan  Co $1,075,000 

Bedford  Savings  &  Loan  Co 2S.70Q 

Broadview  Savings  &  Loan  Co 298,2iin 

Cleveland  Savings  &  Loan  Co 9as2W) 

Colonial  Savings  &  Loan  Co 244,1^34 

Cuyahoga  Savings  &  Loan  Co 4JCi,  .'lOt) 

Central  Savings  &  Loan  Co 221.»)l> 

Cosmopolitan  Savings  &  Loan  Co 79, 70f» 

City  Savings  &  Lonn  Co 1,508,900 

Commonwealth  Savings  &  Loan  Co 221.  Idi 

Depositors  Savings  &  Loan  Co 4<lS,l«X> 

Doan  Savings  &  I^oan  Co 649. 23:^ 

Equity  Savings  &  Loan  Co 2,«82.rp<l0 

Fe<leral  Savings  &  T^oan  Association 62,a<W> 

Fidelity  Savings  &  Loan  Co 237.450 
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JJimraiuty  State  Savings  &  I-<Min  (\» $267,600 

Ln>erty  Savings  &  Loan  Co 26,000 

Mutual  Buil(Un>c&  Investment  Co 1.212,200 

nblo  Mutual  Savings  &  Loan  Co 585, 4r>0 

Oliio  Savings  &  Loan  Co 738,100 

Ohio  Koyal  Building  &  I>oan  Co U6.900 

Oul  Building  &  Loau  Association 72, 381 

I'rovhlent  Building  &  I-.oan  As.><»K'lation ..  95,400 

Progress  Building.  Savings  &  lioan  C<» .  04.825 

I  *lea8ant  View  Savings  &  Loan  Association..  ._  ._  _    ...    48,000 

lielianee  Savings  &  Loan  Co H7,600 

SiH-ur.ty  Savings  &  I^mn  Co 277,000 

Superior  Building  &  I^»an  Co 859.  0(K) 

South  Side  Savings  &  Loan  Ct> 127,300 

rnlon  Savings  &  Loan  Co 2.  2C»8,010 

I'kraiua  Uuihenian  Building  &  Loan  Ass-iclutiou 22,000 

Vohela  Building  &  U)an  Association L  119,  500 

Wintlerniere  Savings  &  Loan  Co .     _..   _   .  1,120.000 

West  SMie  Savings  *:  Ixmn  Association       _   1.280,600 


19,  (r25, 18;; 

The  Chairman.  Just  a  moment.  Do  I  understand  that  you  have 
loaned  $12,414,000? 

Mr  Robinson.  Yes ;  basing  the  rest  of  the  year  on  the  result  of  the 
questionnaire  covering  five  months. 

The  Chairman.  This  sum  you  loaned  this  year? 

Mr.  K0BIN8ON.  That  would  be  the  amount  loaned  this  year. 

The  Chairman.  In  this  county? 

Mr.  Robinson.  In  this  county. 

The  Chairman.  And  that  is  $7,00,000  less  than  last  year? 

Mr.  Robinson.  Seven  million  dollars  less  than  1919. 

Tlw  i\ho\(^  ostlniau*  would  'Iniihtless  b.ive  bopn  inrjrel.v  oxcivded  nnd  the 
rftinniunity  pro|>«)rtionall.v  luMiotited  litul  tlio  (lepnsirlnfr  and  lnv(*stij;atlnj;  public 
.v*'n»*»|  !lu*  pn'ssinp  nct^d  for  inon*  dwtdllnir  house^  and  liad  tal«pn  tho  trouble 
<ii  infunn  ilsHf  with  ro^rnrd  to  tlu»  satVt.\  of  d*»poslts  with  Imildin;;  and  loan 
n'j'l  M!vin;rs  aii<!  lojin  «ss<M*latlo?i»<,  nv!ij<Ii  n'strict  tlu»lr  Ioimis  tt)  lirst  inortiratros 
on  homes. 

They  loaned  up  to  the  limit  ami  l)ey()nd  the  limit,  as  exaniinaticm 
fif  the  various  reports  on  borrowed  money  would  show. 

The  Chairman.  You  have  to-day  a  very  great  demand  for  loans, 
have  you? 

Mr.  Robinson.  Away  beyond  our  ability  to  make. 

T\\e  Chairman.  Yoii  can't  m*vt  them?' 

Mr.  RoiuNsoN.  We  can't  meet  them. 

The  Chairman.  Do  you  l)orrow  from  the  banks  at  times? 

Mr.  RoniNH<»N.  That  is  the  experience  of  a  <rreat  many  of  the  lead- 
iit<;  ass<K'iations. 

The  Chairman.  You  ^ro  to  the  banks  and  borrow  and  pled<re  your 
riiortpafires  as  security  ? 

Mr.  R<miN80N.  That  is  the  usual  method. 

The  Chairman.  What  is  the  attitude  of  the  banks  ? 

Mr.  RoniNsoN.  To  me.  i)ers(mally,  they  have  Innm  verA'  friendly. 

The  (^UAiRMAN.  I  know,  but  have  thev  contracte<l  their  loans  to 
you? 

Mr.  Robinson.  Xot  to  my  pers*»nal  knowledge. 

The  Chairman.  I  have  had  some  of  the  cities  in  the  Kast  co!nj)lain 
of  this:  That  the  buihlinjr  and  h)an  associaticms  were  beinp  dis- 
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couraged  by  the  banks  in  the  lending  of  money  bacause  of  tlic  gen 
eral  contraction  of  Joans.     Have  you  had  that  diflSculty  here? 

Mr.  Robinson.  I  don't  think  that  is  the  attitude  of  the  Imnb  in 
Cleveland.     I  don't  have  that  by  personal  experience. 

The  Chairman.  At  what  rates  do  your  building  and  loan  associa- 
tions loan  their  money  ? 

Mr.  Robinson.  Various  rates.  The  association  that  I  represent 
make  it  7  per  cent  interest  charged  on  the  monthly  balance,  with  a  I 
per  cent  charge  for  what  we  call  service  fee  when  we  make  the  loan. 
The  7  per  cent  is  computed  on  the  monthly  balance ;  we  give  them  u 
reduction  every  month  of  whatever  they  pay  on  the  principal,  t(» 
encourage  the  repayment  of  the  loan. 

The  Chairman.  But  the  interest  rate  is  7  per  cent? 

Mr.  Robinson.  Seven  per  cent. 

The  Chairman.  What  do  you  have  to  pay  the  bank  for  your  loans 
when  you  go  there? 

Mr.  Robinson.  We  don't  happen  to  have  a  loan.  I  guess'  it  is  6 
per  cent.    Mr.  Goff ,  isn't  that  tne  usual  charge  ? 

Mr.  Goff.  It  is  with  us. 

Mr.  Robinson.  I  think  it  is  6  per  cent.  We  pay  5  per  cent  on  the 
deposits,  the  building  and  loan,  but  in  borrowing  money  the  bank 
would  doubtless  charge  6  per  cent. 

The  Chairman.  Your  organization  is  a  stock  organization  or 
mutual  ? 

Mr.  Robinson.  Stock,  the  company  I  represent.  There  are  stock 
and  mutual  in  about  equal  numbers,  but  more  of  the  stock,  I  think, 
in  Cleveland. 

Tlie  Chairman.  AVhat  percentage  of  the  value  of  the  property  is 
your  company  lending  at?     Or  other  companies? 

Mr.  Robinson.  That  would  be  hard  to  answer.  There  is  no  stand 
ard  of  cost:  one  man  can  build  a  house  for  $1().0()()  and  another  man 
w^ill  come  along  and  it  will  cost  him  $12,000  for  the  same  kind  of  n 
house.  In  making  the  loan  we  take  into  account  the  plans  and  spetM- 
fications,  the  restrictitons  of  the  territory — whether  the  buildino;  i- 
suited  to  the  territory,  what  the  outlook  is,  and  then  determine  wHhi 
would  be  a  safe  loan  under  any  circumstances.  That  might  be  HO.  40. 
50,  or  possibly  ()0  ])er  cent,  but  rarely  quite  so  high  at  the  present  <'<>?=t 
of  building. 

The  Chairman.  In  the  prewar  days  you  loaned  at  about  80  |)t»r 
cent,  did  you  not? 

Mr.  Robinson.  Well,  it  varied,  according  to  the  outlook  of  the  ter- 
ritory. 

The  Chairman.  But  you  did  loan  in  the  neighborhood  of  75  ]wt 
cent  on  good  loans  before  the  war? 

Mr.  Robinson.  Yes.  Of  course,  our  own  valuation  would  be  used. 
a  valuation  which  we  would  regard  as  a  very  low  estimate:  hut  we 
never  gave  that  out  to  the  public.  But  it  would  ])robably  run  up  to 
that  percentage. 

The  Chairman.  Mr.  Robinson,  you  have  had  a  wide  experien<*e  in 
the  loaning  of  nionov  on  dwelling  houses,  T  am  sure? 

Mr.  Robinson.  Quarter  of  a  century. 

The  Chairman.  Have  vou  anv  notion  of  what  these  onlin«rv 
dwellimr  houses  cost  to-day  as  compared  with  five  years  ago? 

Mr.  KoBiNsoN.  Well,  I  don't  know  as  I  could  answer  that. 
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The  Chairman.  Your  labor  is  double  and  your  material  is  more 
than  doubled 

Mr.  Robinson.  It  all  depends.  If  the  builder  has  the  ri^ht  ^roup 
of  men  who  are  willing  to  give  a  good  day's  work  for  a  good  day's 
pay,  why,  he  is  happy.  But  that  depends. "  If  a  man  is  getting  $10  a 
ilay  and  only  earns  30  cents  it  makes  it  very  expensive  for  the  man 
who  builds." 

The  Chairman.  Would  you  say  that  it  costs  150  per  cent  more 
to  build  to-day  than  it  did  five  years  ago:  that  is,  a  house  that  sold 
III  or  could  be  l)uilt  for  $5,(K)()i'  five  years  ago  would  cost  $12,000 
Co-day? 

ilr.  Robinson.  I  doubt  if  it  would  be  quite  that.  I  think  it  would 
l>e  about  double.  Some  of  the  others  here  could  answer  better  on 
that.  Perhaps  Mr.  Creer  could  answer  that.  He  is  a  great  student 
along  those  lines. 

The  Chairman.  Mr.  Kobinson,  in  New  York  City  we  have  had 
N'me  exposures  during  the  last  few  weeks  of  combinations  of  mate- 
rial men  and  contrai  tors  for  building,  which  indicate  that  combina- 
tioiiij  have  existed  to  fix  very  high,  fictitious  prices  for  materials. 
Have  you  heard  any  complaint  of  that  character  out  in  this  part  of 
the  country? 

Mr.  Kobinson.  No;  no  concrete  complaint.  I  have  heard  general 
mruDr,  of  coursi*,  but  nothing  that  I  could  figure  on  as  being  positive. 
No:  I  don't  know  of  any  combination  of  that  kind. 

The  Chairman.  There  has  been  some  complaint  in  New  York  City 
:js  to  .some  groups  of  organized  labor  holding  up  construction  and 

•  N'Rianding  considerations  for  permitting  work  to  jjo  on,  causing 
strikes  to  be  had  so  as  to  collect  graft,  as  it  were.  Have  you  heard 
of  anything  of  that  kind  in  Cleveland? 

Mr.  KoBiNsiiN.  Xo;  except  the  complaint  of  somebody  building  a 
hniise,  who  thinks  a  house  is  costing  him  more  than  it  ought  to; 
i'Ut  I  ilon't  know  of  anything  that  I  could  report  on  that  line. 

The  Chairman.  Mr.  Oeer,  we  know  of  the  splendid  service  your 

•  ompany  has  rendered  this  community.  We  would  be  glad  to  have 
\ou  tell  us  what  you  l)elieve  the  conditions  are  here  in  Cleveland  and 
niuit,  if  anything.  Congress  can  do  to  help. 

STATEMENT  OF  MB.  WHIIAM  B.  CBEEB,  PBESISENT,  CLEVELAin) 

SAVINGS  &  LOAN  CO. 

.Mr.  Crkfr.  May  I  trespass  on  the  time  of  the  committee  to  make  a 
-hort  statement  about  the  lo<al  situation,  so  that  the  figures  presented 
hv  the  (Commissioner  mav  not  be  meaningless^  On  the  west  side  of 
»''ie  i-ity  we  merge  'u\to  the  city  of  Lakewood;  on  the  east  side  of  the 

•  It y  we  blend  into  the  city  of  P'ast  Cleveland,  without  any  line  of 
•i»'ni:irkatii»n  so  far  as  building  is  con<*erne<l.  On  the  southeast  there 
iM*  otlier  suburbs.    The  city  ])roper,  with  the  exception  of  the  noith- 

•  i-i  portion,  is  largely  bnilt  up,  so  that  the  figures  given  you  by  the 

•  ^♦mIni^^iclne^  of  buildings  is  s<uuewhat  meager  and  therefore  mis- 
'•  nhng  for  the  Cleveland  district. 

Our  loans  and  the  loans  of  Mr.  Kol»inson  are  largely  outside  of 

f'.p  <*ily  «if  Cleveland  proper.     The  village  in  whirh  I  liv(» — which 

:«*  ju<t  <iver  the  line.  Clevelan<l  Heights  village — last  year  increased 

II  populntir»n  fnmi  2,9(HI  to  15,000,  or  an  increase  o/  4<M)  per  cent. 
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So  you  can  imagine,  Senator,  that  there  was  some  building  in  that 
community.  I  can't  give  you  the  population  offhand  of  East  Clev^ 
land  and  Liakewood,  but  any  information  you  have,  unless  supple- 
mented bv  the  building  activities  of  Lakewood  and  East  Cleveland, 
Cleveland  Heights,  West  Park,  etc.,  would  be  very  misleading. 
Don't  you  think  so,  Mr.  (loff  ? 

Mr.  GoFF.  Undoubtedly  so,  Mr.  Creer. 

Senator  Pomerene.  ^^  hat  per  cent  would  you  add  to  the  figiire.s 
which  were  given  by  the  building  commissioner  here  as  representinir 
the  total  in  this  so-called  Cleveland  district? 

Mr.  Creer.  I  would  think  that  that  was  less  than  half;  not  more 
than  50  per  cent,  anyhow.  For  instance.  Senator  Pomerene,  the 
building  permits  in  the  village  of  Cleveland  Heights  last  year  in 
dollars  amounted  to  as  much  as  the  building  permits  in  the  city  of 
(Cincinnati. 

The  Chairman.  When  you  say  it  is  about  one-half,  do  you  mean 
in  housing  construction  or  in  dollar  value  ? 

Mr.  Creer.  In  dollar  value ;  because,  like  some  of  our  suburbs  and 
like  the  suburbs  of  other  cities,  the  city  becomes  congested  and  peo- 
ple of  means  go  out  farther,  so  that  the  building  in  some  of  the 
suburbs  means  a  great  deal  more  per  unit  than  it  does  in  other 
sections  of  the  city. 

The  Chairman.  You  are  in  a  business  that  ought  to  give  you 
information  on  this  subject.  Do  you  think  there  is  a  real  housintr 
shortage  here  in  Cleveland? 

Mr.  Creer.  There  is  a  housing  shortage  here,  Senator  Calder,  hut 
not  to  the  extent  that  we  have  been  led  to  believe,  is  my  honest 
opinion.  There  has  been  a  large  amount  of  building,  and  builders, 
like  other  people,  have  been  inoculated  with  the  profiteer  bacilli,  and 
they  have  built  houses  for  sale  and  not  for  rent.  If  you  go  up  on 
the  heights  to-day,  you  wnll  find  that  there  are  himdreds  of  vacant 
houses  for  sale  and  not  for  rent,  or  very  few  of  them  for  rent.  H 
those  houses  were  all  occupied,  there  would  be  a  very  considerable 
decline  in  the  housing  shortage. 

The  (^hairman.  Now,  whv  are  they  not  sold? 

Mr.  Cheer.  Well,  because  the  prohts  on  house  building,  like  some 
other  commodities,  reached  a  high  plane  before  the  signing  of  the 
armistice.  For  two  years  the  (lovernment  had  asked  that  tne  lalwr 
and  material  incident  to  house  building  be  given  to  the  Government 
for  other  purposes,  and  so  there  was  a  large  shortage,  especially  in  a 
community  like  greater  Cleveland,  that  grows  so  rapidly;  and  people 
bid  against  each  other  for  the  houses  that  were  available,  with  the 
result,  like  every  other  thing,  that  the  supply  was  not  equal  to  the 
demand,  and  the  prices  went  up  and  the  profits  increased ;  and  where 
20  per  cent  had  formerly  been  regarded  as  a  fair  profit  on  a  house, 
some  of  them  were  getting  40  to  50  per  cent  profit. 

The  Chairman.  On  the  new  houses? 

Mr.  Creer.  On  the  new  houses. 

The  Chairman.  But  there  are  a  great  many  for  sale  to-day? 

Mr.  Creer.  Yes. 

The  Chairman.  Is  it  because  of  the  very  high  price  of  houses  this 
year  that  they  can't  be  sold  at  a  profit,  or  because  they  are  asking 
too  much  for  them  to-day? 


RECONSTRUCTION   AND  PRODUCTION.  799 

Mr.  Creer.  This  is  my  opinion  only.  My  opinion  is  that  people — 
an  increasing  number  of  people,  have  come  to  the  conclusion  that  the 
present  building  prices  are  altogether  too  high,  and  they  don't  want 
to  buy  houses  that  are  already  builded  at  current  prices,  and  they 
dun't  want  to  build  houses  at  current  prices  for  material  labor  be- 
cause they  are  convinced,  or  think  they  are,  that  in  a  short  time  these 
prices  will  decline. 

The  Chairman.  A  house  that  would  be  sold,  say,  for  $7,000  five 
years  aco,  what  are  they  asking  for  a  house  of  that  character  to-day? 

Mr.  Creer.  Well,  they  are  probably  asking  twenty-one  or  twenty - 
two  thousand  for  it. 

The  Chairman.  My  observation  from  inquiry  about  the  country 
the  last  month  or  two  is  that  the  man  who  built  this  year  at  current 
labor  and  material  cost,  built  at  an  increase  of  from  125  to  150  per 
cent,  as  against  five  jy^ears  ago,  and  that  the  man  who  has  his  house 
to-day  has  great  difficulty  in  selling  it  at  cost.  I  think  the  builder 
who  built  this  summer,  with  the  falling  off  in  the  production  of 
lal)or — the  amount  of  labor  production,  the  wages  paid  and  the  high 
co.st  of  material,  must  compete  with  all  the  houses  ever  built  before ; 
Mi  it  looks  to  me  that  he  is  in  difficulty. 

Mr.  Crekr.  Well,  he  would  be  in  difficulty  if  there  wasn't  a  demand, 
and  he  would  be  in  greater  difficulty  if  the  houses  built  before  were 
not  keen  to  get  the  biggest  price  they  can  get.  Allow  me  to  give  a 
little  illustration.  In  1914  I  was  a  little  more  interested  in  a  particu- 
lar house  because  I  wanted  to  pay  a  social  debt  in  helpfulness,  and 
1  drew  a  plan  for  a  house  and  let  the  contract  for  it.  That  house 
<-ost  $4,500  to  build.  It  was  built  on  a  $1,500  lot,  so  that  the  cost  of 
the  house  and  lot  was  $6,000.  Two  j^ears  later  I  had  another  customer 
build  that  house  on  a  lot  woith  about  $500  more,  and  he  sold  the  house 
on  completion  for  $10,500.  The  next  year  I  had  another  customer 
build  the  house  on  a  lot  worth  about  twice  as  much  as  the  original 
lot,  that  is,  about  $^3,000  instead  of  $1,500.  There  was  a  little  extra 
put  in  the  house  in  the  shape  of  a  tile  roof;  that  was  about  all.  And 
it  was  a  measure  of  some  surprise  to  me  when  I  learned  that  the 
house  had  been  sold  for  $17,000.  And  those  three  houses  were  prac- 
tically in  the  same  general  vicinit}^  only  the  first  house  was  a  50-foot 
lot  and  not  so  desirable  a  street,  and  the  other  was  a  60-foot  lot  on  a 
very  desirable  street;  but  the  difference  in  the  lot  was  only  a  matter 
of  about  $1,500;  the  difference  in  the  house  was  about  $10,000. 

The  Chairman.  The  first  house  was  built  in  what  vear? 

Mr.  Creer.  I  think  1914. 

The  Chairman.  And  the  last  house  in  what  year? 

.Mr.  CatER.  The  last  house  was  built  in  11)18.  I  am  simply  giving 
you  that  as  showing  the  increase?  in  the  co>t  of  building.  We  calcu- 
Irite  here  that  the  cost  of  building  has  increased  from  prewar  prices 
107  per  cent.  A  $10,000  house  Ik? fore  the  war  is  a  i^25,000  house 
to-flay. 

May  I  si)eak  a  word  about  the  delav  in  building  the  last  vear?  We 
had  three  main  factors,  and  the  principal  one  was  not  the  lack  of 
money.  When  we  got  to  the  middle  of  1919  the  labor  press  of  this 
'ity  admitted  that  they  were  five  to  six  thousand  building  mechanics 
-iiiort  of  the  demand.  There  was  a  lack  of  transportation  in  the  de- 
livery of  material  in  one  case  or  another.    Then  we  had  a  strike  of  the 
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Slumbers  which  lasted,  I  think,  some  16  weeks,  if  not  longer,  which 
elayed  everything  in  the  finishing  up  of  houses.  We  had  houses 
that  were  built,  the  floors  scraped  and  varnished,  and  the  decorations 
all  hung  that  didn't  have  a  bathtub  in,  and  that  was  one  of  the  ma- 
terial things.  We  figure  that  to  build  an  ordinary  house  take^  about 
four  months,  and  we  had  a  good  many  houses  on  our  list  last  vear 
that  took  longer  than  a  year  to  complete,  due  to  these  various  delays. 

The  Chairman.  How  is  the  building  of  houses  financed  here  gen- 
erally— through  building  and  loan  associations? 

Mr.  Creer.  Through  building"  and  loan  associations,  and  the  buihi- 
ing  and  loan  associations  are  financed  through  the  banks:  not  in  the 
way  of  loans,  Senator  Calder,  but  here  in  this  statement  which  I 
compiled  for  1919,  there  are  34  out  of  55  companies  reporting,  but 
they  are  the  biggest  and  best  companies,  and  they  loaned  practically 
$20,000,000.  Xow,  that  is  50  per  cent  of  the  total  resources  of  those 
companies,  sir,  so  that  the  average  life  of  the  building  loan  loaned 
in  Cleveland  is  about  24  months.  Wliy?  We  can  only  make  loans 
for  building  when  the  trust  companies  want  real  estate  loans.  And 
these  figures  are  for  new  construction  only,  not  for  loans  to  buy 
houses,  not  for  loans  to  repair  houses,  and  not  for  apartment  houses. 
These  are  for  one  and  two  family  houses  that  the  building  and  loan 
companies  financed  in  the  year  1919.    Our  loans  were  $995,000. 

The  Chairman.  Your  company? 

Mr.  Creer.  Our  company.  We  had  paid  to  us  that  year  from  the 
trust  companies  and  the  State  banks  $642,000  for  mortgages  which 
they  took  up,  and  there  is  where  we  get  our  money. 

T^he  Chairman.  You  sell  the  loans? 

Mr.  Creer.  We  can't  sell  them  under  the  law  of  Ohio,  sir;  and  it 
is  a  very  good  law,  too.  It  prevents  the  directorate  or  executives  of 
building  and  loan  companies  from  selling  their  loans.  They  must 
be  taken  up  and  canceled.  When  we  lose  a  loan  Mr.  Groff's  company 
comes  down  and  hands  us  a  check  and  cancels  our  loan,  and  they 
make  their  own  mortgage. 

The  Chairman.  This  is  a  straight  mortgage? 

Mr.  Crei:r.  They  are  not  all  straight  mortgages  now.  They  have 
begun  to  learn  something  from  the  buildings  and  loan  company*  and 
they  are  calling  amortization  now  a  new  idea,  as  though  it  liadn*t 
been  practiced  for  17  years  by  the  building  and  loan  company  gettinsr 

I  per  cent  in  addition  to  6  or  7  per  cent  interest,  which  makes  10  or 

II  per  cent. 

The  Chairman.  And  they  are  constantly  paying  off  your  mort- 
gages? 

Mr.  Creer.  Yes.  Mr.  Robinson  is  that  all  true  with  your  com- 
pany in  having  a  large  number  of  mortgages  canceled  by  being  taken 
up  by  the  trust  companies  and  banks  ? 

Mr.  Robinson.  Yes. 

The  Chairman.  Have  you  a  mutual  savings  bank  system  like 
we  have  in  New  York? 

Mr.  Creer.  No,  sir;  there  are  only  three  mutual  banks  inside  the 
State  of  Ohio,  and  only  one  of  any  significance,  and  that  is  one 
located  on  the  public  square  here  in  the  city — the  Society  for  Sav- 
ings Bank,  which  has  been  in  existence*  between  60  and  70  years, 
and  of  which  Mr.  lJf^^^'^<-h  was  formerly  president.    The  Trustee  Sav- 
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injjs  Bank  didn't  get  over  the  AUeghenys.    We  have  700  savings  and 
loan  companies  in  Ohio  with  half  a  billion  resources. 

The  Chairman.  I  have  heard  they  have  done  splendid  work.  Mr. 
Meyer  wishes  to  ask  you  several  questions. 

Xlr.  Meyer.  Mr.  Creer,  have  the  deposits  of  your  organization 
and  similar  companies  grown  very  considerably  in  the  last  couple 
of  yeai-s — say  t\io  or  three  years? 

Mr.  Creer.  Mr.  Meyer,  what  do  you  want  to  hurt  my  feelings  for  ? 
Cleveland  is — what  shall  I  call  it  ? — an  exception  to  the  general  rule. 
Our  pood  trust  companies  here  have  been  so  on  the  alert,  so  pro- 
gressive, and  so  aggressive,  and  so  brilliant  in  their  advertising  that 
they  gathered  all  the  deposits. 

Mr.  ME^Tat.  You  think,  then,  there  has  been  an  increase  in  what 
we  call  savings  deposits,  but  it  didn't  come  into  your  institutions? 

Mr.  Creer.  Oh,  yes;  large  savings  deposits  in  the  city,  but  not 
in  the  savinj^s  and  loan  companies.  If  you  will  allow  me  to  illus- 
trate: The  citj'  of  Dayton,  ii  you  are  acquainted  with  building  and 
loan  lore,  is  the  home  of  the  Dayton  plan  of  loaning  money — the 
most  progressive,  up-to-date,  permanent  plan  of  loaning.  The  re- 
sources of  the  building  and  loan  companies  in  Dayton  are  greater 
than  the  banks — the  deposits  in  the  banks,  two  to  one.  In  the  city 
of  Columbus  we  have  one  savings  and  loan  company  with  twenty  mif- 
lions  of  resources,  and  the  resources  of  the  savings  and  loan  com- 
panies of  Franklin  County  are  225  per  cent  of  the  deposits  in  the 
State  banks.  I'nderstand,  the  national  banks  are  not  counted  in  this 
per  cent.  In  Cleveland  we  have  about  10  per  cent  in  the  resources 
of  the  building  and  loan  companies  as  compared  with  the  deposits 
in  the  State  banks. 

Mr.  Meyer.  Well,  all  of  the  money  that  would  go  to  your  associa- 
tions would  be  loaneu  practically  on  I'eal  estate  and  building? 

Mr.  Creer.  Yes,  sir. 

Mr.  Meyer.  Xow,  this  monev  that  has  been  diverted,  which  per- 
haps might  have  been  expectecf  to  go  to  your  institutions  and  other 
institutions  that  loan  on  real  estate — have  those  funds  been  devoted 
to  other  purposes  than  real  estate  lending? 

Mr.  Creer.  Why,  certainly.  In  a  State  bank  they  have  their  com- 
mercial customers,  and  they  must  care  for  them;  in  fact,  with  the 
State  banks — the  commercial  banks — the  commercial  necessities  of 
the  city  should  have  first  choice,  and  the  banks  do  not  loan  very 
largely  on  real  estate  when  there  is  a  current  demand  for  all  the 
rva*i>urces  for  commercial  loans,  because  real  estate  loans  are  not  as 
iKiuid  aK  commercial  loans. 

Mr.  ilEYER.  Is  it  true  that  real  estate  loans  can  not  afford  to  pay 
fiA  high  a  price  for  accommodaticm  if 

Mr.  Creer.  I  don't  think  that  obtains  in  Cleveland.  I  think  the 
r.iie  is  abcmt  the  same  on  real  estate  loans  with  the  St;Ue  banks  as 
it  is  un  commercial  paper;  is  it  not,  Mr.  (rofr? 

Mr.  GoFF.  Same  rate  with  us — G  per  cent ;  yes,  sir. 

Mr.  Ckkkr.  May  I  say  one  word  there,  Mr.  Meyer,  to  correct  a 
|M»pular  fallacy^  You  speak  about  diverting  funds.  The  deposits 
V*  ent  by  us  and  went  directlj'  into  the  State  Osinks.  They  were  di- 
vi-rted  from  us;  but  had  they  been  deposited  with  us,  they  would  not 
litive  been  diverted  from  the  banks.     Why?     As  Senator  Ponierene 
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knows,  every  savings  and  loan  company  in  the  State  of  Ohio  mu>t 
have  a  local  depository;  they  can't  keep  their  funds  in  their  own 
vault.  And  if  somebody  came  to  Mr.  Robinson's  company  to-dav  and 
deposited  ten,  fifteen,  or  twenty  thousand  dollars,  and  Mr.  CrofTs 
bank  is  his  depositorv,  it  would  be  in  Mr.  Goflf s  bank  before  the  close 
of  business  to-day.  It  would  be  only  a  question  of  checking  it  out ; 
he  would  get  the  money  just  the  same.  That  is  where  people  some- 
times lose  sight  of  a  popular  way  of  helping  a  savings  and  loan  com- 
pany with  idle  funds.  Putting  it  into  the  savings  and  loan  com- 
pany they  can  get  a  little  higher  rate  of  interest  for  it,  and  it  goes 
into  the  bank  anyhow.  I  had  a  man  come  in  the  other  day  and  give 
me  a  check  for  $5,000.  It  was  on  a  bank  that  was  one  of  qpr  deposi- 
tories. It  didn't  disturb  our  bank  at  all,  and  only  required  a  little  bit 
of  bookkeeping,  decreasing  their  balance  by  five  thousand  and  in- 
creasing ours  by  five  thousand,  and  we  have  five  thousand  more  to 
lend  on  building. 

Mr.  Meyer.  Have  the  installment  payments  on  mortgages  been 
paid  with  regularity  during  the  past  few  years  as  compared  with 
other  years? 

Mr.  Creer.  Yes,  sir.  As  you  see  by  our  statement,  Mr.  Meyer,  we 
had  over  $2,000,000  in  mortgages,  and  on  the  1st  day  of  Octo1)er 
we  had  $637  delinquent  interest,  of  which  $525  was  in  one  item,  a 
rather  big  proposition  that  a  man  had  fallen  down  on,  and  he  owed 
us  that  much  interest  for  six  months.  Only  three  accounts  totaling 
$637. 

Senator  Pomerene.  How  many  accounts  in  all,  approximately? 

Mr.  Creer.  I  couldn't  tell  you  how  many,  Senator.    Probably  800. 

The  Chairman.  I  want  to  ask  you  this :  As  I  recall  Mr.  Robinson'- 
statement,  he  said  something  like  $12,000,000  hi^d  been  loaned  this 
year  in  Cleveland  by  building  and  loan  companies. 

Mr.  Robinson.  That  is  an  estimate  covering  five  months. 

The  Chairman.  Now,  have  you  any  idea  how  much  has  been 
loaned  by  the  banks  on  real  estate  mortgages? 

Mr.  Creer.  No. 

The  Chairman.  Would  you  say  as  great  an  amount  as  the  build- 
ing and  loan  associations  ? 

Mr.  Creer.  Oh,  I  should  say  more. 

The  Chairman.  Much  more? 

Mr.  Creer.  I  should  say  more.  Now,  Mr.  Goff's  bank  makes  more 
loans  in  number  than  any  other  institution  in  town.  The  building 
and  loan  companies,  Senator,  are  the  creative  element;  the  State 
banks  are  the  bank  element.  A  good  many  of  them  do  not  want  to 
be  bothered  with  the  detail  of  construction  loans. 

The  Chairman.  Your  loans  are  made  as  the  building  advances— 
so  much  when  the  roof  is  on,  so  much  when  the  rough  plumbing  is 
in,  so  much  when  the  house  is  completed? 

Mr.  Creer.  Yes.  The  ordinary  house  for  $5,000  has  seven  esti- 
mates— one  when  the  foundation  is  completed,  one  when  the  frame 
is  up,  one  when  the  roof  is  on,  one  when  the  plumbing  is  ready  for 
placing,  next  when  plastered,  next  when  the  finish  is  put  on,  and  the 
balance  when  completed. 

The  Chairman.  And  the  banks  simply  make  permanent  mort- 
gages after  the  house  is  up  and  completed  ? 

Mr.  Creer.  Yes. 
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The  Chairman.  Have  you  any  idea  of  the  value  of  mortgages  made 
by  private  individuals  to  people  desiring  loans  for  construction? 

Mr.  Creer.  I  haven't  any  idea,  sir;  but  it  goes  into  fabulous  fig- 
ures. For  instance,  the  savings  and  loan  companies  of  this  county 
have  over  forty  millions  in  resources,  all  invested  in  mortgages.  We 
have  a  second  mortgage  company  which  has  been  brought  into  being 
very  largelv  through  the  era  of  high  prices.  As  Mr.  Robinson  very 
cleveily  sidestepped  when  you  asked  him  what  percentage  he  was 
lending — we  don't  know  what  percentage  we  are  lending  at  the 
present  time,  because  our  loans  are  likely  to  stay  on  for*  seven  or 
ei^ht  years,  and  God  only  knows  what  the  prices  and  values  will  be 
at  the  end  of  that  time,  so  that  we  have  to  be  conservative  in  han- 
dling other  people's  money.  So  that  other  people  with  a  little  more 
courage  have  organized  second  mortgage  companies  with  a  capitali- 
zation of  $26,00<),00(),  doing  business  right  along  in  this  city;  so  that 
you  C4m  see  with  the  mortgages  of  the  trust  companies,  the  savings 
and  loan  companies,  the  State  banks,  and  the  second  mortgage  com- 
panies, it  runs  into  large  figures. 

The  Chairman.  Do  you  know  whether  the  loans  made  by  private 
individuals  have  decreased  in  these  latter  j'ears? 

Mr.  Creer.  I  do  not. 

The  Cjl\irman.  We  met  this  situation  somewhat  around  the  coun- 
irj^ — that  the  private  lender  is  drawing  out  of  mortgage  investments 
on  the  theory  that  the  hiph  income-tax  rate  and  excess-profits-tax 
rate  have  tended  to  tax  his  income  so  great  that  he  is  taking  that 
money  out  of  mortgages  and  putting  it  into  nontaxable  securities. 
We  find  that  in  New  York  City  the  private  lender  is  out  of  the 
market. 

Mr.  Creer.  Why  is  that  true  in  New  York,  if  you  will  excuse  me 
for  asking,  when  you  have  only  a  small  mortgage  tax  in  New  York? 

The  Chairman.  There  the  income  of  the  profiteering  landlord  is 
taxable  at  Washington,  and  some  men  are  paying  as  high  as  70  per 
cent  tax  on  their  income.  It  nets  them  about  1^  per  cent.  They  are 
simply  going  out  of  the  mortgage  business. 

Mr.  (  R££R.  The  mortgages  are  subject  to  the  same  rate  of  t-ax  as 
any  other  property  we  have.  Everything  is  assessed  at  its  value  in 
money.  For  instance,  if  a  man  owns  a  $3,000  automobile  or  a  $3,000 
automobile  mortgage,  he  is  supposed  to  pay  equal  tax  on  each. 

Mr.  Meyer.  What  is  the  prevailing  interest  on  acceptable  second 
mortgages  i 

Mr.  Creer.  Second  mortgages  of  one  year  bearing  6  per  cent  in- 
ttrest  are  subject  to  a  discount  of  10  per  cent. 

The  Chairman.  In  line  with  the  questions  I  asked  you  a  moment 
fliro  aliout  the  private  lending,  in  the  past  in  the  city  of  New  York 
nliout  three-fourths  of  all  the  money  loaned  on  mortgage  came  from 
private  investment. 

Mr.  Creeb.  Through  the  (luarantv  and  the  Lawyers,  and  such 
«^imnaniesj 

Tiie  Chairman.  Yes.  And  that  has  fallen  off  at  least  .">()  per  ( ent — 
private  lending — l>ecrause  of  the  high  taxation. 

Mr.  Crkeb.  We  have  no  company  here  corresponding  tr>  those.  In 
fart,  there  is  no  large  company  like  your  Title  (ruaranty  &  Trust 
mid  your  Lawyers  Abstract  &  Trust,  or  the  Title  &  (iuaranty  of 
Philadelphia,  who  make  a  business  of  selling  mortgntres.     I  remem- 


804  RECONSTRUCTION   AND  PRODUCTION. 

ber  several  years  ago  the  president  of  the  Title  &  Guaranty  Co.  told 
me  they  had  sold  $150,000,000  of  mortgages  that  year. 

The  Chairman.  I  asked,  I  think,  Mr.  Robinson  about  the  combi- 
nations of  building-material  interests  to  raise  prices  abnormally,  to 
fix  prices  excessively.  Does  that  condition  exist  here  to  your  knowl- 
edge ? 

Mr.  Creer.  Not  that  I  know  of.  I  have  never  heard  of  such  a 
condition.  But  this  condition  does  exist :  A  great  reluctance  on  the 
part  of  everybody  that  has  anything  to  sell  to  forego  the  line  of 
profit  they  had  two  or  three  years  ago. 

The  Chairman.  Have  you  observed  since  the  war  a  disposition  on 
tlie  part  of  men  in  the  building  line  to  profit  abnormally  in  the 
sale  of  materials? 

Mr.  Creer.  I  think  Ralph  Stoddard  is  getting  too  much  for  brick, 
and  I  told  him  so,  but  he  didn't  believe  me. 

The  Chairman.  Have  you  an3''  information,  or  have  yon  heard 
any  statement  that  would  lead  you  to  believe  that  there  has  been  any 
demand  on  the  part  of  labor  lor  a  share  in  the  building  profits,  as 
indicated  in  New  York,  where  labor  organizations  have  caused 
strikes  to  be  held  for  the  purpose  of  being  paid  to  have  them 
called  off? 

Mr.  Creer.  No.  The  only  trouble  we  had  here,  when  we  were 
five  or  six  thousand  building  trades  mechanics  short,  was  the  extreme 
modesty  in  exerting  themselves. 

The  Chairman.  vVas  there  an  investigation  here  recently  and  a 
business  agent  or  walking  delegate  sent  to  jail  for  some  crime  in 
connection  with  calling  off  strikes? 

Mr.  Creer.  Yes.  That  was  on  large  work.  Incidental  to  that,  the 
building  of  this  town  would  be  very  flat  were  it  not  for  the  fact  that 
a  number  of  large  enterprises  are  being  carried  through.  You  know 
people  always  have  money  for  luxuries.  It  is  the  necessities  that 
have  pinched  people  to  get  the  money  for.  I  think  about  $16,000,000 
are  being  expended  in  this  city  at  the  present  time  for  theaters. 

The  Chairman.  That  is,  money  available  for  the  building  of 
theaters  ? 

Mr.  Creer.  Yes. 

The  Chairman.  Mr.  Greer,  in  the  building  of  houses  bv  the  men 
who  build  for  the  market — and  I  assume  that  that  class  of  men  does 
most  of  the  house  building — is  it  the  practice  here  for  these  builders 
to  take  back  a  considerable  portion  of  the  money  for  the  sale  of  the 
property  in  purchase-money  mortgages? 

Air.  Creer.  Usually  a  second  mortgage.  They  usually  got  a  mort- 
gage for  all  the  traffic  will  stand  to  build  the  house  with ;  then  when 
the,T  sell  it  to  somebody  they  get  as  l)ig  a  down  payment  as  they  can, 
and  then  take  a  second  mortgage  for  the  balance.  If  they  are  for- 
tunate in  other  business  enterprises  to  get  sufficient  money  to  carry 
that  themselves  they  do  so;  otherwise  there  is  the  market  and  cus- 
tomer of  the  second-mortgage  company. 

The  Chairman.  They  assign  this  second  mortgage  to  material 
men,  but  in  the  main  they  are  sold  to  the  second-mort;gage  companies! 

Mr.  Creer.  Yes.  Mr.  O'Brien,  I  don't  think  tlie  material  men  take 
very  many  second  mortgages,  do  they? 

]Vlr.  O'Brien.  No. 

The  Chairman.  Now,  we  will  hear  Mr.  Feiss. 
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TESTIMONY  OF  MB.  PAUL  L.  FEISS,  PRESIDENT,  CLEVELAND 

HOUSINO  CO. 

The  Chaikmax.  Mr.  Feiss,  j-ou  are  chairman  of  the  Clevehind 
Housing  Commission,  is  it  ? 

Mr.  Feiss.  I  was  chairman  of  the  housing  committee  of  the  cham- 
l>er  of  commerce,  and  about  six  months  ago  we  formed  the  Cleveland 
Housing  Co. — the  chamber  of  commerce  did — ^to  build  houses  for  the 
workers,  and  I  am  president  of  that  corporation. 

The  Chairman.  Yes ;  I  have  heard  of  that.  We  will  be  very  glad 
to  havej'ou  tell  us  just  how  that  is  operated. 

Mr.  Feiss.  It  is  operated  on  a  basis  similar  to  that  of  any  other 
building  company,  except  that  the  sale  of  Htock  has  been  confined  to 
employers  of  labor.  ^Ae  have  tried  to  impress  the  employers  that 
tlie  housing  problem  is  an  industrial  problem,  and  that  they  have  a 
responsibility  to  tlie  community  and  to  their  employees  to  provide 
for  them  a  l>etter  grade  of  housing,  a  higher  standard  than  they  have 
hjuL  and  at  the  lowest  possible  cost.  AVith  that  in  mind  we  formed 
this  corporation  to  build  houses  at  cost,  plus  a  reasonable  interest  on 
the  investment. 

The  Chairman.  When  was  this  corporation  organized  ? 

Mr.  Feiss.  I  think  it  was  about  six  or  eight  months  ago ;  approxi- 
mately that.  . 

The  Chairman.  What  is  the  capitalization  of  your  company? 

Mr.  Feiss.  We  are  capitalized  for  $1,000,000,  and  \\e  have  sold 
al)out  a  third  of  that  so  far. 

The  Chairman.  And  you  have  invested  that  money  in  the  build- 
ing of  houses? 

Mr.  Feiss.  Yes:  we  are  just  completing  our  first  lot  of  35  houses. 
The  second  lot  is  in  process  of  construction. 

The  Chairman.  Are  these  35  all  single  families? 

Mr.  Feiss.  All  except  a  few.  Some  of  the  corner  lots  are  being 
developed  as  two- family  houses,  but  the  others  are  single  houses. 

The  Chairman.  You  say  35  are  about  completed  ? 

Mr.  Feiss.  Yes. 

The  Chairman.  What  will  vou  have  to  ask  for  these  houses  when 
you  sell  them  ? 

Mr.  Feiss.  They  vary  somewhat  because  of  variation  in  width  and 
depth  of  lots,  and  somewhat  in  reference  to  the  character  of  house; 
but  the  prices  we  are  asking  are  between  $8,000  and  $<S,5()0. 

The  Chairman.  How  many  rooms,  please? 

Mr.  Fkiss.  About  six  rooms. 

The  Chairman.  And  the  lot? 

Mr,  Fbihs.  The  lot  minimum  is  40  by  110,  up  to  50  by  150. 

The  Chairman.  Do  you  intend  those  houses  for  workingmen? 
Tliev  are  hardlv  workingmen's  houses,  are  they? 

y(r.  Fkish.  \\  e  have  aimed  at  not  what  is  generally  known  as  com- 
mon lal)or  but  at  a  somewhat  hipher  grade  in  our  first  lot.  We  hope 
to  build  cheaper  houses  beginning  with  spring.  We  are  aiming  at 
ifie  key  man — at  the  minor  executive  and  foreman — so  that  in  our 
tir-t  c)|)eration  we  will  have  a  little  more  leeway  for  error,  which  we 
••\jM?ctiMl  would  develop,  than  we  would  have  later  on.  However, 
f»M*n  ><>.  we  believe  the  houses  we  are  offering  are  at  a  lower  price 
tlinn  any  others  of  similar  grade  in  the  city.    We  have  bought  our 
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materials  at  wholesale ;  we  have  used  labor-saving  machinery  and  de- 
vices on  the  job,  and  have  tried  to  avail  ourselves  of  every  possible 
legitimate  device  to  keep  the  cost  down  and  yet  build  good  houses. 

The  Chairman.  They  have  a  bathroom,  of  course? 

Mr.  Feiss.  Yes.  The  downstairs  has  a  comfortable  living  room, 
dining  room,  and  kitchen ;  the  upstairs  has  three  bed  rooms  and  a 
bath,  with  a  basement  under  the  entire  house. 

The  Chairman.  Are  they  frame  or  brick  houses? 

Mr.  Feiss.  Frame  or  stucco. 

The  Chairman.  Do  you  offer  these  houses  for  rent? 

Mr.  Feiss.  For  sale  only. 

The  Chairman.  Ten  per  cent  of  that  would  be  about  $70  a  month. 
A  man  could  buy  that  house  who  could  afford  to  pay  $70  a  month. 
He  w-ould  need  to  have  an  income,  to  live  in  that  house,  of  about 
$3,000  a  year. 

Mr.  Feiss.  Somewhat  less  than  that,  based  upon  current  rents. 
Of  course,  part  of  his  payment,  1  per  cent  a  month,  would  be  toward 
the  paying  off  of  the  mortgage. 

The  Chairman.  I  think  the  work  you  are  doing  is  most  com- 
mendable, but  I  note  that  you  have  onlv  had  $300,000  worth  of  stock 
subscribed  for.  You  find  it  difficult,  don't  you,  in  inducing  the  hiir 
interests  of  the  city  to  subscribe  for  the  stock? 

Mr.  Feiss.  We  have  found  it  diflicult,  but  we  haven't  made  as 
aggressive  a  campaicrn  on  that  as  we  are  contemplating.  We  do  not 
expect  to  make  our  first  operation  a  very  big  one,  first,  because  of  the 
excessive  cost  and  accompanying  hazard,  and,  second,  being  a  bij: 
corporation,  we  do  not  want  to  use  up  all  of  our  capital  until  we  have 
established  our  routine  of  procedure.  We  hope  by  spring  to  enlarjje 
our  capital. 

Tlie  Chairman.  Have  you  sold  any  of  these  houses? 

Mr.  Feiss.  We  have  just  begun  to  sell,  and  we  have  sold,  I  think, 
four  or  five  houses,  and  the  selling  campaign  is  just  on  now. 

The  Chairman.  The  prices  you  have  got  so  far  indicate  a  profit  on 
the  operation? 

Mr.  Feiss.  Our  margin  is  based  on  the  cost  of  material  and  labor 
plus  the  actual  cost  of  administration  and  general  overhead,  plus  an 
estimated  6  or  7  per  cent  on  the  invested  capital.  There  is  no  profit 
outside  of  that.  In  other  words,  w^e  hope  to  be  able  to  make  this  an 
investment  security,  but  one  without  any  hazard  of  loss  and  also 
without  any  profit  from  a  fluctuating  market. 

The  Chairman.  You  were  chairman  of  the  chamber  of  commerce 
housing  committee.  From  your  study  of  the  situation,  do  you  think 
there  is  a  real  housing  need  in  this  citv? 

Mr.  Feiss.  I  have  before  me  what  1  think  is  the  only  housing  in- 
vestigation that  has  been  made  in  this  country  from  the  point  of  view 
of  industrial  conditions.  This  was  made  in  1918.  At  that  time— it 
was  during  the  war — I  was  made  the  local  representative  of  the 
Housing  Corporation.  I  don't  recall  what  the  title  was,  but  you  no 
doubt  know  what  I  mean ;  and  we  were  asked  to  give  a  report  on  the 
Cleveland  conditions.  We  then  made  a  very  exhaustive  investigation 
of  the  housing  conditions  of  Cleveland  in  reference  to  industry,  be- 
cause the  thing  the  Government  was  particularly  interested  in  whs 
whether  an  industrial  community  largely  engaged  in  the  production 
of  war  commodities  required  any  assistance  in  developing  its  housinp 
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rt*sources.  As  a  result  of  that  we  have  some  very  interesting  fiijiires 
tabulated,  which  I  shall  be  very  glad  to  give  the  reporter  it  you 
desire  to  have  it. 

The  Chairman.  We  shall  desire  to  have  it. 

Mr.  Fwss.  This  is  •"«  of  1918,  so  that  it  is  not  quite  up  to  date,  so  I 
have  some  notations  which  will  brine:  it  up  to  date.  I  wish  to  empha- 
size particularly  the  1915  figures,  based  upon  a  census  not  of  the 
Cleveland  district  but  of  the  Cleveland  city  area.  We  estimated  the 
population  in  round  numbers  at  718,000. 

The  CHAiR3fAN.  In  1916? 

Mr,  Feiss.  In  1915.  That  through  the  successive  years  increased 
in  1918  to  856,000,  and  we  have,  oi  course,  the  last  census  of  1920, 
which  brings  that  in  round  numbers  up  to  900,000.  In  1915  we 
huilt  2,722  apartments  and  tenements,  5,000  dwellings — I  am  giving 
you  round  numbers — or  a  total  of  7,779.  In  1918,  with  the  popula- 
tion increased  from  718,000  to  856,000,  we  built  a  total  of  the  two 
elements,  tenements  and  dwellings^  of  2,321,  a  decrease  from  7,779 
to  2,*J21,  with  a  substantial  increase  in  population.  We  have  in  1919 
a  total  of  3,706,  a  rather  interesting  increase  immediately  following 
the  business  depression  which  succeeded  the  signing  of  the  armistice, 
Kut  in  1920,  the  current  year,  for  10  months  it  has  dropped  to  2,431. 
I  can  give  you  the  apartment  houses  and  dwellings  separately  if 
you  wish  it. 

These  are  figures  from  the  building  inspector's  office.  Now,  Mr. 
(Veer  has  called  attention  to  the  important  fact  that  these  figures 
which  we  get  from  the  Cleveland  building  department  are  for  the 
Cleveland  city  area  and  not  for  the  metropolitan  district,  including 
•"iibiirbs;  and  it  is  in  the  suburbs  where  a  large  number  of  distinctly 
n»sidential  operations  are  proceeding.  But  that  is  sometimes  de- 
ceptive, too,  because  the  aggregate  in  dollars  and  cents  increases 
pulistantially  because  of  the  high-class  dwellings  that  are  built  in 
many  of  these  suburban  districts. 

I  Ihave  no  doubt  but  that  if  these  houses  which  are  now  finished 
and  as  j'et  unsold  were  all  occupied  we  would  have  some  relief, 
perhaps  considerable  relief;  but,  after  all,  most  of  these  houses  are 
not  available  for  the  workers  of  the  city,  and  for  that  reason  the 
relief  would  not  be  in  the  particular  direction  in  which  I  believe  we 
feel  the  most  relief  is  needed. 

We  estimated  that  in  1918  there  was  a  shortage  of  12,000  houses, 
bnsing  the  figure  upon  the  approximate  need  of  60,000  workers  who 
n*<iuired  housing  facilities.  Now,  we  contemplated  the  provision  not 
only  of  houses  for  workers  who  were  housed — obviously  we  had 
nobody  living  on  the  streets  or  in  the  parks — but  we  took  into  con- 
sideration the  character  of  the  houses  and  tenements  occupied.  In 
other  words,  we  believe  that  there  is  a  great  overcrowding  and  great 
congestion,  and  unless  we  relieve  that,  the  entire  question  of  living 
Mandards  in  this  city  is  going  to  prove  to  be  one  oi  the  most  serious 
f  If  oblems  that  we  have  ever  been  confronted  with. 

•Iu>r  as  an  example  of  one  of  the  things  that  our  i n vest i era t ion 
•-h4>wer|:  In  the  firFt  place,  home  owning  among  industrial  workers 
t-  on  the  ilecrease,  35  per  cent  of  the  families  in  Cleveland  owning 
f 'i'ir  homes  in  IiM(> — only  n  short  time  ago — and  13.H  per  cent  of  the 
"  :.jre  ejirners  owning  their  homes  in  191.s.  Of  course,  this  is  an  esti- 
?...ilf»  baM'd  on  average*?  coverintt  the  investiiration  that   ue  made, 
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wliich  was  a  house-to-house  investigation  in  certain  typical  districts, 
in  factories,  through  questionnaires  asked  of  workers  through  the 
cooperation  of  their  employers. 

Another  very  interesting  fact  was  shown  at  that  time.  Thirty-four 
and  one-tenth  per  cent  of  the  wage  earners  in  Cleveland  were  lodgers: 
35  per  cent  of  these  lodgers  were  married.  Now,  the  significance  of 
that,  it  seems  to  me,  is  extremely  interesting  and  important.  In  oilier 
words,  the  housing  shortage  compelled  men  who  had  left  their  fam- 
ilies in  small  cities  or  towns  outside  of  Cleveland  to  take  lodgings 
and  leave  their  families  at  home,  and,  of  course,  the  disintegration  of 
familv  life  as  a  result  of  that  is  a  serious  menace. 

Mr.  MEYiiR.  Touching  on  that  point,  there  was  a  great  concentra- 
tion in  industrial  activity  during  the  year  1918 ;  tlien  you  spoke  of  a 
depression  in  1919,  after  the  signing  of  the  armistice,  followed  bv  a 
period  of  intense  activity  in  the  fall  of  1919  and  in  the  spring  of  this 
year,  and  now  again  I  suppose  there  is  the  beginning  oi  progressive 
depression,  as  there  is  in  all  manufacturing  centers.  To  what  extent 
do  you  think  there  would  be  some*  relief  to  the  housing  from  a  relief 
in  the  impelling  strength  of  this  industrial  activity,  that  brought 
these  men  that  you  speak  of  from  the  smaller  adjacent  towns  into 
Cleveland,  stimulated  by  the  attraction  of  very  high  wages  and 
steady  employment  ?  Isn't  it  apt,  with  the  relaxation  in  the  activity 
of  industry  which  is  going  on  now,  to  cause  some  decentralization 
out  of  the  industrial  centers — ^some  return? 

Mr.  Feiss.  I  believe  that  the  decentralization  of  urban  population 
may  be  brought  about  to  some  extent  by  the  temporary  letting  up  of 
the^  high  rate  of  speed  at  which  industry  has  been  going,  but  I  be- 
lieve also  that  statistics  covering  the  last  30  or  40  years  have  shown 
a  steady  flow  from  the  rural  to  the  urban  districts ;  and  leaving  tlie 
war  entirely  out,  I  think  you  will  easily  find  that  the  cities  are  grow- 
ing larger  and  that  the  rural  districts  are  not  increasing  their  popu- 
lation proportionately.  The  acceleration  in  the  cities  will  undoubt- 
edly subside,  but  the  fact  does  remain  that  many  men  have  received 
high  wages  and  have  settled  here,  and  it  is  the  nature  of  a  man,  after 
all,  to  establish  a  home  and  to  remain  there  if  it  is  possible  to  do  so. 
Of  course,  it  may  not  be  possible,  and  then  he  has  to  find  other 
places.    Comparatively  few  men  go  back  to  the  country,  however. 

The  Chairman.  And  so  far,  from  your  observation,  there  has  not 
been  that  departure  yet  to  any  extent  ? 

Mr.  Feiss.  I  think  Cleveland  is  fortunate  in  manv  ways,  aside 
from  the  fact  that  its  geographical  location,  because  it  has  a  very 
remarkable  opportunity  for  normal  growth ;  and  Cleveland's  growth 
has  been  normal;  that  is,  there  has  been  no  boom  as  there  has  been 
in  other  cities,  where  industry  has  developed  of  an  entirely  different 
type.  But  we  have  a  tremendous  diversification  of  industries  in 
Cleveland,  and  while  I  have  no  figures,  I  would  be  surprised  if  our 
percentage  of  unemploj'ment  at  this  time  was  not  less  than  aliuost 
any  other  city  of  its  type  in  the  country.  That,  of  course,  means  that 
Cleveland  is  an  attractive  place  to  come  to.  We  have  a  healthful 
climate :  our  mortality  rate  is  among  the  best  in  the  country.  Tliere 
is  a  steadv  flow  toward  Cleveland,  as  the  census  shows.  I  think  the 
artificial  conditions  that  you  refer  to  will  be  eliminated  or  retanleiK 
at  anv  rate ;  but  I  think  we  shall  have  a  housing  problem  in  Cleve- 
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land  for  many  years  to  come,  because  we  have  got  to  eliminate  the 
insanitary,  undesirable  conditions  here.  People  have  a  roof  over 
their  heads,  it  is  true,  but  they  are  not  livihjr  as  they  should,  and 
they  are  no  longer  buying  homes  as  they  did  in  the  past. 

The  Chairman.  And  the  reason  why  they  are  not  is 

Mr.  Fei88.  The  high  cost  of  buying. 

The  Chairman.  Has  it  occurred  to  vou  what  would  be  helpful 
from  the  standpoint  of  legislation  at  Washington  to  help  relieve 
the  situation? 

Mr.  F'eiss.  I  submitted  a  report  to  Secretary  Wilson  during  the 
Avar,  urging  that  the  Government  establish  a  Federal  credit,  either 
Ut  loan  directly,  as  through  the  Rural  Credit  System,  or  to  assist  the 
hanks  and  building  and  loan  companies  in  refinancing  their  own 
building — their  mortgages.  I  would  also  hope  that  there  might  be 
some  relief  in  State  legislation  through  the  exemption  of  mortgages 
use<l  for  low-priced  dwellings  from  State  taxation.  I  still  feel  that 
the  (fovernment  could  be  very  helpful. 

The  Chairman.  I  have  introduced  a  bill  which  permits  the  organi- 
sation of  a  home  banking  system  somewhat  along  the  line  of  the 
iHrming  system,  using  the  building  and  loan  associations  for  that 
purpose.  If  this  bill  were  made  a  law  it  would  permit  them  to  de- 
posit with  the  home  loan  bank  in  their  community — they  probably 
would  have  one  in  every  Federal  reserve  district>--deposit  with  the 
.superintendent  of  the  home  loan  bank,  and  they  could  borrow  up  to 
tJ<'  per  cent.  The  objection  raised  to  that  is  that  it  would  create 
nH)re  tax-exempt  securities.  That  has  been  one  of  the  most  difficult 
things  we  have  had  to  deal  with.  Before  the  war  we  had  three  and 
a  half  to  four  billion  dollars  in  tax-exempt  securities  in  this  coun- 
try, and  to-day  we  have  over  fourteen  billions,  and  the  rich  men  are 
getting  away  from  taxes  by  putting  their  money  into  them.  Of 
course,  one  can't  blame  them  ii  they  can  get  dway  with  it  that  way. 
I  want  to  ask  you  if  you  think  it  would  be  advisable  for  Congress 
to  enact  legislation  exempting  the  income  on  mortgages  from  taxa- 
tion ?  That  would,  of  course,  attract  money  to  building  investments 
or  mortgage  investments. 

Mr.  Feisa.  I  think  undoubtedly  that  would  attract  money  into  the 
l»uilding  of  homes.  I  think,  however,  that  the  tax  exemption  should 
apply  to  onl}'  certain  types  of  mortgages — mortgages  only  used  for 
tlie  building  of  houses  or  tenements  costing  less  than  so  much.  In 
Either  words,  there  is  no  reason  in  the  world  why  any  exemption 
in  a  house  should  so  to  a  well-to-do  man  wTien  he  is  willing 
tr)  |)ay  fifty  or  a  hunored  thousand  dollars  for  his  residence  or  apart- 
lu^^nt  house,  where  the  rental  will  exceed  $100  a  month.  But  I  believe 
it  should  be  a  temporary  assistance,  and  need  not  be  a  permanent 
thing,  because  I  frankly  believe  that  (Tovernnient  relation  to  luisi- 
n»'>^  •ihould  1)6  a  diminishing  one  rather  than  an  increasing  one,  be- 
tauM*  we  have  done  well  and  grown  well  without  this  direct  assist- 
uij'e.  I  believe  that  as  a  measure  of  expediency  for  a  short  period  of 
tinn»,  if  we  can  make  fluid  capital  at  the  lowest  possible  cost,  it  will 
« ontribute  substantially  in  reducing  the  cost  of  housing. 

The  Chairman.  The  State  of  S'ew  Jersey  has  passed  a  law  re- 
•  •«iiilv  exempting  merely  local  taxation  on  one  and  two  multiple 
Oni'llings  for  a  i)eriod  of  five  years.    That  is,  any  building  const nu-ted 
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this  calendar  year  or  next  will  pay  no  taxes  on  the  improvements  for 
a  period  of  five  years.  New  York  State  Legislature  has  passed  a 
bill  giving  to  eacn  locar  community  the  right  to  enact  legislation  lin- 
ing the  same  thing.  But  in  Wasnington  last  winter  we  did  some- 
thing that,  it  has  occurred  to  me,  is  the  one  remedy  that  we  mi^ht 
seriously  consider  there.  In  passing  our  shipping  bill  we  provided 
that  the  profits  on  foreign  shipping — American  vessels  engaged  in  the 
foreign  trade — should  be  exempt  from  all  excess-profits  taxes  during 
the  next  10  years.  Do  you  think  it  would  be  well  for  Congress  to 
enact  legislation  under  our  Federal  taxation  of  profits  on  the  sale  of 
dwelling  houses — I  mean  one  family  or  as  many  families  as  you  liki^— 
exempting  taxation  on  the  profits,  provided  those  profits  were  within 
the  next  12  months  invested  in  other  new  buildings? 

yiv.  Feiss.  I  have  not  thought  about  that.  It  sounds  very  plausilJe. 
I  do  not  think  I  would  be  prepared  to  give  an  opinion  without  sriv- 
ing  the  matter  more  thought. 

The  Chairman.  The  men  who  built  dwelling  houses  of  any  char- 
acter  this  year,  in  the  main,  are  not  going  to  make  any  money:  those 
who  built  houses  last  year  made  monev.  The  builder  to-dav  is  fear- 
ful  of  the  future.  That  is  the  experience  I  find  all  over  the  cxjmitrv. 
Now,  it  would  be  an  inducement  to  any  man  who  builds  houses  the 
next  five  years  and  makes  any  money  on  the  sale  of  those  houses  that 
he  builds,  if  he  were  not  required  to  pay  any  Federal  tax  on  hi> 
profits,  provided  that  within  the  next  year  he  reinvests  all  profits  in 
new  building. 

Mr.  Feiss.  I  should  think  that  would  attract  considerable  mouf) 

The  Chairman.  That  we  have  done  in  the  way  of  encouraginL' 
shipping  for  our  foreign  trade,  provided  all  the  profits  in  the  next 
year  are  invested  in  new  ships.  I  know  that  Senator  Pomerene 
feels  as  I  do  about  it;  we  want  to  avoid,  if  we  possibly  can,  tlir 
(Tovernment  going  into  the  building  of  houses,  like  they  are  doiiu! 
over  in  France  and  England  to  a  tremendous  extent.  In  France 
the  (government  offers  to  pay  one-half  of  the  construction:  in  EnjZ- 
land  a  third.  In  France  a  man  can  borrow  money  at  2  per  cent  fn)in 
the  Government,  and  the  Government  is  paying  7.  I  am  a  little 
fearful  that  unless  we  do  something  to  stimulate  this  industry  f^r 
a  little  while  in  some  way,  we  may  get  into  a  somewhat  similar 
situation.  Do  you  think  that  suggestion  of  mine  would  be  n  gooii 
one? 

Mr.  Feiss.  It  sounds  to  me  offhand  very  attractive.  There  is  one 
phase  about  the  financing  of  home  building  that  I  think  ought  to  l»e 
given  a  great  deal  of  study.  The  financing  of  the  first  mortgage  in 
the  city  has  not  been  so  very  difficult,  except  the  amount  that  can  iv 
loaned,  as  has  been  described  by  Mr.  Creer  and  Mr.  Robinson,  i* 
very  considerable.  It  is  the  financing  of  the  junior  mortgage— the 
second  mortgage,  that  has  been  expensive,  and,  I  think,  is  perhaps 
one  of  the  most  important  problems  in  the  financing  question  nf 
houses.  Second  mortgage  houses  have  supplied  a  very  important 
service.  If  it  had  not  been  for  them  we  could  not  have  built  any- 
thing like  we  have:  but  the  great  cost  of  discounting  second  mon- 
gages  has  added  a  substantial  margin  to  the  financing  cost.  Now 
the  result  has  been  that  the  tenant  or  the  purchaser  of  the  hoii^-e  i* 
paying  a  pyramided  margin  on  something  besides  bricks  and  stone 
and  labor— unavoidably,  under  the  circumstances;  and  if  it  had  not 
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bet'iu  I  repeat  again,  for  the  second  mortgage  companies — and  I 
don't  want  to  be  considered  as  assailing  them  or  accusing  them; 
it  has  been  like  all  other  business,  the  result  of  an  unusual  situation — 
but  if  something  could  be  done  in  that  direction,  I  believe  that  we 
would  assisting  the  worker  very  materially. 

I  had  hoped  that  a  method  could  be  worked  out  whereby  a  single 
mortgage  covering  the  entire  operation  could  be  made — some  method 
of  hanoling  that  in  a  simpler  way  than  it  is  now  handled  for  the 
worker  could  be  evolved;  but  under  present  conditions  it  seems 
impossible  to  do  that.  I  think  Mr.  Greer's  experience,  on  the  per- 
centage of  delinquency  in  reference  to  the  installment  plan  has  been 
the  same  with  all  builders  of  low-priced  houses.  I  went  into  that 
rather  thoroughly  a  year  ago,  when  we  started  to  consider  building, 
and  the  builders  generally  say  their  losses  are  so  small  as  to  be  really 
not  worth  consideration. 

The  Chairman.  That  is  mj  information  all  over  the  country.  I 
have  built,  myself,  perhaps  nve  or  six  thousand  houses  in  my  life- 
time, and  I  don't  recall  a  loss  on  more  than  half  a  dozen  second  mort- 
iru^res.  The  man  who  buys  a  dwelling  house  to  live  in  with  his 
faniilv  struggles  to  pay  for  it,  and  he  does  pay  for  it.  Have  you  in 
this  ^^tate  a  mortgage  tax  law? 

Mr.  Feiss.  Yes. 

The  Chairman.  How  does  that  operate? 

Mr.  Fkiss.  Mr.  Creer  or  Mr.  Goff  could  tell  you  more  about  that 
In  detail  than  I  could.  When  I  said  I  recommended  the  exemption 
of  mortgage  tax  it  was  the  State  tax  I  referred  to. 

The  Chairman.  Have  you  a  State  mortgage  income  tax  law  here? 

Mr.  Feiss.  Not  yet. 

The  Chairman.  I  asked  Mr.  Creer  about  the  number  of  private 
hinders  on  mortgages  in  this  city.  Have  you  any  knowledge  on  that 
.subject  i 

Mr.  Fkirs.  I  have  no  figures,  but  there  are  quite  a  number  of  large 
private  companies  in  Cleveland  that  are  loaning  money. 

The  Chairman.  I  am  speaking  of  individuals. 

Mr.  Feiss.  And  I  believe  there  are  quite  a  number  of  individuals. 
I  happen  to  1)0  associated  with  a  number  of  charital)le  organizations 
who  invest  their  surplus  in  these  mortgages. 

The  (^HAiKMAN.  1  am  not  speaking  of  charitable  organizations, 
because  they  are  exempt  from  the  tax,  but  individuals  who  formerly 
loaned  to  a  very  large  extent  in  the  East  generally  are  getting  out  ot 
the  market. 

Mr.  Feiss.  I  think  that  is  true. 

The  Chairman.  You  find  that  same  situation  here? 

Mr.  Feiss.  Yes. 

The  Chairman.  You  have  some  very  valuable  figures,  I  under- 
stfljid,  on  building  costs,  and  if  you  can  leave  that  with  us  we  will 
incptire  into  it  and  utilize  it. 

Sf»nator  Pomkrene.  Of  course  we  all  feel  very  proud  of  what  the 
biiihiing  and  loan  associations  have  done  in  Ohio,  and  they  are  an 
:i<r»*nry  for  poo<l.  Now,  these  building  and  loan  associations,  as  I 
undprstand  it,  do  not  themselves  pav  taxes,  but  the  stock  in  these 
building  and  loan  associations  is  subject  to  tax.  Now,  of  course,  we 
have  under  our  Ohio  constitution  double  taxation  when  it  comes  to 
real  estate  which  is  covered  by  a  mortgage ;  that  is  to  say,  if  a  lot 
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is  worth  a  thousand  dollars  and  there  is  a  mortgage  on  it  for  $T.><>, 
that  lot  is  really  taxed  on  a  value  of  $1,750.  Xow,  this  stock  in 
these  loan  companies,  as  I  understand,  earns  a  very  fair  return  and 
has  been  regarded  as  a  rather  attractive  investment.  Now,  why  can't 
something  be  done  to  encourage  the  formation  of  these  building 
and  loan  associations  and  thereby  relieve  this  situation?  -Vnd 
among  other  things,  why  should  the  constitution  itself  not  l)e 
amended  so  as  to  avoid  this  so-called  double  taxation?  Wouldn't 
that  aid  very  materially? 

Mr.  Feiss..  Very  substantially,  I  should  think.  Senator. 

The  Chairman.  What  could  be  done  to  encourage  the  organization 
of  more  of  these  building  and  loan  associations  ? 

Mr.  Feiss.  Of  course,  1  presume  a  communitv  in  which  there  are 
so  many  opportunities  for  mvestment  of  industrial  stocks  means  that 
there  is  competition,  largely  competition,  in  the  kind  of  securities 
that  the  building  and  loan  associations  are  putting  out.  I  know  in 
Philadelphia  it  nas  been  the  community  practice,  you  might  say,  to 
invest  savings  in  building  and  loan  associations  of  similar  activities?. 
Now,  it  is  very  difficult  to  say  that  this  community  has  a  greater 
advantage  in  this  direction  than  another,  unless  you  go  into  that 
with  real,  intensive,  scientific  study. 

However,  I  see  no  reason  why  we  should  not  attempt,  and  perhaps 
succeed  to  some  degree,  to  make  that  kind  of  investment  more  at- 
tractive. Of  course,  the  American  people  are  more  accustomed— 
I  am  speaking  of  the  working  people — ^to  deposit  their  moneys  in 
savings  banks  rather  than  to  invest  them  in  securities,  and,  of  course, 
the  first  great  opportunity  that  they  had — the  first  great  movement 
in  that  direction  was  the  sale  of  Government  bonds  and  Liberty 
bonds  during  the  war.  Now,  it  is  quite  possible  that  a  similar  pro- 
gram and  some  effort  might  attract  a  great  deal  more  money  in 
the  channels  that  we  are  now  speaking  of,  and,  of  course,  it  would 
be  perfectly  logical  that  the  worker  should  invest  his  saving  in 
organizations  or  institutions  that  will  most  materially  assist  bun  in 
providing  housing  facilities.  In  other  words,  he  would  be  assisting 
in  solving  his  own  problem  and  at  the  same  time  receiving  perhaps 
a  better  return  on  his  investment  than  if  he  put  it  in  the  savings 
bank  at  4  per  cent. 

In  our  own  corporation  we  are  contemplating,  the  moment  our 
company  is  so  firmly  established  that  the  element  of  housing  has 
been  eliminated  as  far  as  possible,  to  consider  the  sale  of  stock  to  the 
workers — that  is,  to  save  to  begin  with — and  then  perhaps  be  able 
to  use  their  in^'estment  in  that  stock  to  start  first  payment  in  a  home. 

The  Chairman.  It  seems  to  me  that  the  savings  institutions  in  the 
country  might  help  materially  to  increase  their  deposits  if  they  had 
a  real  campaign  for  savings.  I  find  that  the  workingman  through- 
out the  country  has  been  a  little  disappointed  in  the  result  of  his 
investment  in  Government  bonds.  They  can't  get  their  money  out 
so  rapidly ;  but  a  savings  bank,  where  a  man  can  put  his  money  in 
to-day  and  take  it  out  to-morrow,  is  something  that  is  attractive  to 
him,  and  I  think  there  has  been  a  tremendous  opportunity  lost  in 
the  savings  institutions  not  selling  their  business  to  the  people  better 
than  they  have  in  the  last  two  or  three  years,  when  the  workingman 
was  earning  a  great  deal  of  money. 
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Mr.  Feiss.  I  think  that  is  true.  I  think  the  Cleveland  banks  and 
trust  companies,  however,  have  done  a  splendid  service  during  this 
entire  period,  because  their  publicity  for  savings  has  been  tre- 
mendously vital  in  establishing  financial  stability  in  the  city.  We 
do  find,  however,  that  men  who  have  received  hign  wages  right  along 
have  nothing  saved  up. 

The  Chairman.  Mr.  Bemet,  this  committee  was  authorized  to  in- 
quire into  the  general  housing  conditions  of  the  country,  and  among 
other  things  to  also  find  out  just  how  the  transportation  situation 
was  in  relation  to  housing,  terhaps  you  have  made  some  inquiry 
along  that  line. 

Mr.  Bernet.  Yes,  sir. 

The  Chairman.  Mr.  Willard  has  been  before  our  committee  in 
New  York,  and  we  know  of  the  priorities  with  respect  to  coal  during 
the  last  vear.  We  realize,  too,  what  a  real  damace  it  has  been  to 
the  buikfing  industry  because  of  the  inability  to  obtain  transporta- 
tion for  building  materials  during  the  greater  part  of  the  year,  and 
this  (*ommittee  has  asked  you  to  come  here  in  the  hope  that  you  may 
Ik>  able  to  tell  us  something  about  the  movement  of  building  material 
now  and  the  prospect  in  the  future,  and  any  other  information  with 
which  to  enlighten  us  in  connection  with  the  general  question  of 
transportation;  also  the  question  of  transportation  as  relates  to 
housing,  movement  of  building  material,  etc.  I  know  to  a  limited 
degree,  of  course,  the  conditions  of  the  railroads  when  they  were 
jLriven  back  to  their  owners  to  operate;  I  know  the  slackening  down 
ill  the  car  mileage  per  day  and  the  new  efforts  you  have  been  making 
to  improve  that.  I^erhaps  you  might  tell  us  just  how  that  condition 
is  to-aay. 

STATEMENT  07  MB.  JOHN  J.  BEBNET,  PBESIDENT,  NICKEL  PLATE 

BAILWAT,  CLEVELAND,  OHIO. 

Mr.  Bkrxkt.  Well,  I  might  go  back  to  the  first  of  March,  when 
the  railroads  came  back,  as  it  is  popularly  put,  to  the  owners  to 
ojH^rate.  We  found  the  morale  of  the  men  verv  much  affected.  The 
♦•rliciency  was  not  nearly  what  it  should  have  been.  I  speak  of  that 
ln»ni  my  personal  observation,  because  during  the  war  I  was  con- 
fif^-ted  with  the  Fe<leral  administration  in  charge  of  the  property 
that  I  ha<l  direction  of  before  the  (lovernment  took  the  property 
ovt»r,  an<l  of  which  I  now  have  charpe.  I  acte<l  as  Federal  manager 
•  if  the  Uniti»d  States  Kailroad  Administniti<m  in  this  vicinity.  Im- 
nM^liately  after  we  got  the  railroads  back  to  private  o|M»rati()n  there 
«;ifne  upon  us  sporadic  labor  troubles  and  strikes,  the  worst  of 
which  was  the  switchmen's  strike,  which  verv  serioiislv  affected  the 
transportation  of  the  country  as  a  whole,  and  particularly  east  of  and 
:n<'iuding  Chicago.  St.  Jjouis  and  Kansas  City  wer'*  other  bad 
j  ••ints.  but  the  ea-^tern  territory  was  affected  the  worst. 

Tlie  result  was  that  transportation  was  functioning  not  to  exceed 
.'»  ►  per  cent  of  its  capacitv  in  that  general  territory — that  on  top  of 
II  very  great  shortage  o?  transportation  at  tlie  time  of  Marcn  1. 
7  Im»  conditions  have  improved  to  a  point  where  I  can  safely  say 
IM*-  railroails  are  functioning  normallv  to-dav.  That,  of  course,  is 
Mithipnced  by  a  general  decrease  in  traffic,  which,  however,  is  not 
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as  marked  as  people  generally  would  suppose,  because  we  are  still 
catching  up  on  some  oi  the  traffic  on  which  we  were  beliind. 

The  switchmen's  strike  seriously  affected  the  situation^  and  tlien 
afterwards  the  miners'  strike,  and  just  before  the  miners'  strike  the 
production  of  coal;  and  the  people  in  Washington  saw  fit  to  issue 
priority  for  the  movement  of  coal,  and  that  took  cars  away  from 
the  building  trades  and  the  building-material  manufacturers,  and, 
I  think,  very  seriously  affected  building  operations.  I  kxiow  it  did. 
We  have  gotten  back  to  a  point  where  the  people  in  Washington 
who  were  controlling  the  equipment  situation  have  seen  fit  to  just 
recently — I  think,  Saturday — modify  our  priority  orders  with  ref- 
erence to  open-top  equipment,  and  that  is  what*  is  most  generally 
used  for  building  materials;  so  that  it  has  thrown  Isomething  like 
25,000  more  cars  into  what  is  known  as  the  mill  type  car  that  can 
be  used  for  steel  material,  structural  steel,  stone,  sand,  and  brick, 
and  rough  freight.  The  box-car  situation  to-day  is  such  that  T  feel 
very*^  certain  that  the  shippers  of  cement,  lime,  and  other  building 
materials  that  require  closed  cars  are  being  furnished  witli  prac- 
tically 100  per  cent  of  their  requirements. 

That,  again,  is  due  to  two  reasons — the  falling  off  in  their  remiire- 
ments  and  the  speeding  up  of  the  transportation  machine.  Now, 
that  speeding  up  of  the  transportation  machine  is  going  on  just  as 
fast  as  pressure  can  reasonablv  be  exerted  without  creating  friction 
to  speed  it  up.  The  morale  oi  the  men  is  much  better  than  it  was?  6 
or  8  months  ago ;  the  efficiency  of  the  men  is  better  than  it  was  G 
or  8  months  ago ;  but  there  are  a  good  many  reasons  for  that  that 
are  largely  a  matter  of  one  man's  opinion,  and  another  man  may 
have  a  different  opinion  about  it.  Railroad  men,  however,  pretty 
generally  agree  as  to  the  reason  for  it. 

Senator  f  omerene.  Won't  you  give  us  the  benefit  of  that  ? 

Mr.  Berni:t.  Why,  as  I  would  express  it,  a  man  beginning  to  real- 
ize that  finally  and  again  there  are  people  in  charge  of  the  proper- 
ties who  are  authorized  to  act  without  any  fear  of  being  arbitrarily 
overruled  by  a  lot  of  men  who  have  no  responsibility  in  a  situation, 
and  as  the  men  recognize  that  there  is  such  a  change  in  conditions, 
they  rather  look  to  the  real  emploj^er  for  instruction  and  advice  and 
guidance.  That  is,  I  believe,  the  opinion  generally  of  railroad  men 
as  to  the  change  in  the  morale  and  efficiency  of  the  men,  I  think 
that  condition  is  improving. 

Senator  Pomerene.  It  is  quite  apparent  you  are  not  in  favor  of  the 
Plumb  plan. 

Mr.  Bernet.  Well,  naturally  so ;  and  T  wouldn't  undertake  to  clis- 
cuss  that  here,  because  I  would  be  accused  of  having  a  prejudice,  and 
I  wouldn't  make  a  fair  witness. 

Senator  Pomerene.  You  can't  quarrel  with  me  on  that  subject. 

Mr.  Bernet.  Oh,  I  wouldn't  quarrel  with  anybody  on  it.  I  have 
been  reading  the  papers  since  the  last  election. 

The  Chairman.  Mr.  Bernet,  you  of  course  know  that  Senator 
Pomerene  took  a  very  active  part  in  the  preparation  of  le^slation 
giving  the  roads  back  to  the  operators. 

Mr.  Bernet.  Oh,  we  watched  that  very  closely. 

The  Chairman.  And  I  think  he  is  one  of  the  men  to  whom  is  owed 
a  great  debt  in  that  connection.  But  I  think  it  would  be  int-erestin*!. 
if  you  are  disposed  to  do  it,  to  take  a  moment  or  two  and  tell  us  how 
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the  operations  of  the  road  have  bettered  in  the  last  few  months.  I 
have  been  rather  close  to  it  in  my  talks  with  Mr.  Cuyler  and  Mr. 
Willard,  and  I  know  how  difficult  j'our  problem  was  and  the  struggle 
you  have  had.  I  have  been  led  to  believe  that  conditions  l^ave  im- 
proved quite  a  good  deal,  and  I  say  that  as  a  result  of  my  own  in- 
tjuiries;  and  the  business  men  of  the  country  have  felt  so.  fs  it  a  fact 
that  when  the  roads  were  given  back  to  their  owners  that  the  car 
mileage  averaged  about  22  or  23  miles  a  day? 

Mr.  Berxet.  That  is  the  figure  I  recollect. 

The  Chairman.  And  you  gentlemen,  acting  together,  acting 
tlirough  a  great  executive  board  in  the  Nation,  have  been  struggling 
to  increase  it  to  30  miles  a  day. 

Mr.  Bernet.  Yes:  and  considerable  progress  in  that  direction  has 
lK»en  made;  and  I  think  that  is  due  to  this  increased  efficiency  and 
an  improvement  in  the  morale  of  the  men  more  than  any  other  one 
cause.  And  as  that  work  goes  on,  and  as  the  eflSciency  in  the  move- 
ment of  cars,  the  average  miles  per  car  per  day  increases,  it  will 
increase  the  transportation  capacity  of  the  country  as  a  whole  and 
improve  conditions  generally.  I  think  that  will  get  better.  I  think 
that  the  average  miles  per  car  per  day  will  continue  to  increase,  and 
I  hope  that  we  will  reach  30  miles  a  day. 

Senator  Pomerene.  It  was  as  low  as  17  at  one  time,  was  it  not  ? 

Mr.  Bernet.  Yes ;  I  think  it  was  even  lower  than  that.  Of  course, 
we  must  forget  that  period  of  the  switchmen's  strike,  when  it  went 
off  very  materially.  Now,  the  railroads  are  making  a  very  earnest 
♦  tlort  to  improve  the  condition  of  the  equipment  and  reduce  the  num- 
i»er  of  bad-order  cars.  I  think  the  condition  of  the  power  is  much 
:»fi  proved,  and  it  has  improved  generally  throughout  the  country.  I 
fliink  a  very  large  percentage  of  the  railroads  are  going  into  the 
\^  inter  with  their  motive  power  in  very  fair  condition — not  what  it 
Oiduld  be,  but  in  pretty  good  condition.    That  is  improving. 

Of  course,  this  should  be  fairly  said,  in  considering  the  last  three 
'•r  four  years  in  the  railroads,  and  that  is  that  during  the  war  period 
the  men  in  charge  of  the  railroads  found  it  very  difficult  to  secure 
-liopmen  to  maintain  the  equipment  and  the  power,  because  of  the 
competition  of  the  industries  that  were  paying  the  very  unusual 
v\  »i:es,  and  the  men  who  looked  after  the  destinies  of  the  roads  at 
i)i:it  time  should  not  be  criticized  for  some  of  the  conditions  that 
tli«»y  w«fre  absolutely  powerless  to  control.  I  do  not  hold  a  brief  for 
rK»Tn,  and  I  am  not  undertaking  to  defend  them,  but  I  do  want  to  be 
f  lir  about  it. 

There  is  another  factor  being  exerted  to  increase  the  transporta- 
rion  capacity  of  the  countrv,  and  that  is  increasing  the  average  load 
I-  r  <*ar.  The  shipper  can  do  more  nlxmt  that  than  the  railroad  peo- 
f  .»-.  A  good  many  railroad  people  fool  themselves  into  thinking 
r,»  .1  they  ran  control  that.  They  cnn*t.  The  shipper  is  the  man  that 
«  I'  »lf)  that,  (Livi  if  his  sense  of  fairness  and  his  sense  of  trying  to 
»■\l^  himself  can  be  appealed  to,  and  to  help  do  what  he  did  during 
r!»4'  war,  he  will  bring  up  the  average  load  per  car  materially.  And 
•  .    t  ii>  beirig  brought  up  to-day. 

'^•-n.'ifor  ro.MERKNE.  That  applies  both  to  loading  and  unloading? 

.Mr.  Bernet.  Yes:  but  what  I  ha<l  in  mind  was  the  load  put  into 
'.  ♦-  car. 

rrji:*-  lii— \nr  i — r»2 
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The  Chairman.  Would  it  be  a  good  idea  for  the  railroads  of  the 
country,  in  their  different  bodies,  to  undertake  a  campaign  of  educa- 
tion with  the  business  men  of  the  country  ? 

Mr.  Bernet.  They  are  doing  that,  and  furthermore,  the  trafiBc  men 
in  charge  of  the  very  large  activities  are  putting  forth  their  effort  to 
educate  the  shipper.  Whlit  thev  say  about  increasing  the  average 
load  per  car  will  have  more  weight  with  the  average  shipper  than 
anything  the  railroad  people  can  sav.  And  during  the  war  they  did 
that.  I  have  in  mind  men  like  Mr.  Townsend,  who  is  traffic  manager 
of  the  National  Tube  Co.  He  sent  out  a  great  deal  of  literature  and 
appeared  at  many  meetings;  also  a  man  named  Ross,  traffic  manager 
for  Ryerson,  at  Chicago.  Men  like  that  can  do  more  than  we  can 
about  encouraging  the  shipper  to  increase  the  average  load. 

The  Chairman.  As  Senator  Pomerene  has  said,  it  is  the  loading 
and  unloading  and  getting  the  car  away.  I  saw  some  figures  the  other 
day  which  indicated  that  during  the  Civil  War  over  5,()00  miles  of 
railroad  were  constructed  in  this  country,  and  that  during  this  past 
war  hardly  a  mile  was  constructed.  Of  couree,  that  other  period  wiis 
one  of  railroad  development,  but  it  seemed  that  there  was  a  terrible 
let  down  on  the  part  of  the  railroads  during  these  recent  years.  N«) 
cause  has  been  contributed  to  it.  There  has  been  a  lack  of  sufficient 
capacity  for  the  movement  of  freight  and  passengers,  and  there  is  a 
great  opportunity  for  improvement.  I  think,  from  my  knowle<lgt' 
of  the  situation,  since  the  roads  have  been  given  back,  you  gentlemen 
are  struggling  in  that  direction  and  you  ought  to  be  encouratre<l  hy 
everybody,  and,  of  course,  vou  ought  to  go  to  the  limit  yourselves  to 
accommodate  the  traffic.  1  know  you  are  contemplating  <ioinff  thi^. 
and  I  speak  as  a  man  who  has  studied  this  subject  and  gone  deeply 
into  the  whole  phase  of  the  program. 

There  is  one  thing  the  gentleman  on  my  right  has  suggested,  an«l 
which  has  appealed  to  me  very  much.  During  the  earlv  spring  aivl 
summer  railroad  facilities  were  very  bad,  and  the  building  material 
men  complained.  These  priorities  fi:iven  to  coal  had  upset  their  traffic 
conditions,  and  I  discovered,  upon  inquiring  into  the  coal  situation  in 
the  winter  last  year  and  the  early  spring,  that  no  one  had  complainftl 
very  seriously  about  the  handling  of  the  coal  situation.  Of  course. 
the  railroads  were  in  the  hands  of  the  Government.  Now,  it  seems 
to  me  that  the  coal  operators  and  railroads  and  coal  men  ought  to  iret 
together  very  early  next  year,  if  not  during  the  early  winter  tliis 
year,  and  get  ready  for  the  movement  of  the  coal  for  next  year,  which 
seems  to  have  been  neglected  this  early  spring,  which  brought  about, 
in  my  opinion,  much  of  the  difficulties  we  have  had  to  deal  with  dur- 
ing this  year. 

Mr.  Bernet.  Of  course,  this  should  be  said,  again,  in  defense  of 
those  people,  that  they  were  in  a  very  uncertain  situation,  and  they 
could  not  plan  very  far  in  advance  of  any  certainty  of  being  permitted 
to  carry  out  their  plan.  Then  again  immediately  after  the  critical 
period  had  passed  we  were  beset  with  a  great  many  strikes  that 
affected  production  at  the  mines,  and  affected  the  capacity  of  the 
railroads,  and  those  are  things  that  no  one  under  the  circumstances 
could  control.  It  was  in  their  blood  and  they  had  to  get  it  out ;  and 
I  think  they  have  pretty  generallv  gotten  it  out.  I  think  that  in 
some  sections  and  some  localities  this  threatened  shortage  was  over- 
emphasized. 
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I  am  reminflcfl  of  the  fact  that  pretty  nearly  every  summer  since  I 
have  been  in  the  railroad  business — and  I  have  been  in  it  a  p:ood  many 
^umme^s — the  Northwest  is  frozen  to  death  in  the  summer  time,  but 
they  haven't  had  any  extreme  fuel  shortages  in  the  winters:  and  this 
summer  they  were  a  great  deal  colder  than  they  have  been  in  any 
previous  summer.  Now,  I  don't  mean  to  be  critical  of  anybody  in 
that  respect,  understand;  I  think  there  was  justification  foV  a  good 
deal  of  concern  about  that  situation,  but  a  good  many  of  those  things 
are  overemphasized.* 

The  Chairman.  We  have  found  in  the  East — and  we  have  had 
complaints  from  this  part  of  the  country  also — that  perhaps  the  coal 
operators  are  taking  advantage  of  the  state  of  mind  on  the  part  of  the 
people  to  raise  prices  abnormally  for  the  product. 

>Ir.  Bernet.  If  they  have,  they  have  not  been  in  any  different 
situation  than  most  people  who  have  had  things  to  sell.  I  want  to 
>ay  that  in  their  defense,  although  I  have  quarreled  with  them  a 
great  deal  on  their  price  of  coal. 

The  Chairman.  I  think  that  is  fair  to  say,  but  I  have  observed 
some  coal  conditions  that  lead  me  to  believe  they  are  taking  every 
advantage  of  the  situation. 

Mr.  Bernet.  It  is  not  the  operator;  it  has  not  been  the  man  that 
produces  the  coal;  it  has  been  the  man  who  has  gotten  in  between 
vome  way.  That  has  been  my  observation  and  experience.  Of  course, 
\v<*  liuy  our  coal  from  producers. 

The  Chairman.  The  trouble  has  been  in  the  East  in  a  good  many 
places  that  people  have  contracted  for  their  coal  and  have  not  been 
aide  to  get  it,  but  in  some  cases  others  were  furnished  with  coal  at  a 
>l>ot  price. 

Mr.  Bernet.  That  has  not  been  the  case  here. 

The  Chairman.  I  know  of  some  people  in  the  East  that  contracted 
with  producers  and  were  not  able  to  get  coal,  and  other  people  have 
b«-«»n  able  to  buy  from  those  same  operators. 

Mr.  Bernet.  Of  course,  there  are  exceptions  to  every  rule,  but  I 
am  speaking  from  our  observaticms  in  this  territorv. 

The  Chairman.  Still,  I  think  the  situation  o^  the  roads  can  be 
materially  helped  if  some  time  during  the  earlv  winter  they  can  get 
toirether  with  the  coal  people  and  plan  this  thing  out  earlier  than 
lljey  did  last  year. 

.\Ir.  Bernet.  I  think  that  that  will  be  done. 

Mr.  Miller.  Priority  No.  7  was  the  order  that  embargoed  the 
bill  Ming  materials,  issued  some  time  in  June. 

Mr.  BERNtrr.  Thev  are  too  numerous  to  remember  bv  number. 

Mr.  Miller.  That  was  succeede<l  by  priority  No.  20,  after  some 
fioflitications,  which  i)ermitted  the  use  of  cars  with  lower  sides,  liS 
:!  «  hes,  to  Ik*  used  for  general  commerce.  You  spoke  a  few  moments 
;tL'M  of  some  change  Inking  made.    AA'as  that  order  No.  20  revoked  last 

.^:itiirdav? 

Mr.  fiKRXER.  Xo;  it  was  modified.     I  haven't  seen  the  modifica- 

t  \*  »ii.  but  some  of  our  ^>eople  told  me  before  I  left  the  oftice  this  morn- 

f  If,     My  understanding  i^  that  it  described  a  mill  type  car  with 

-frui^ht  sides,  flat  lM)ttom,  and  not  to  exceed  42  inches.     Before  it 

%  ..-*  -i^^  inches.    That,  incidentally,  throws  2.'),0(M)  niore  cars  into  that 
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The  Chairman.  Would  it  be  a  good  idea  for  the  railrc 
country,  in  their  different  bodies,  to  undertake  a  campai' 
tion  with  the  business  men  of  the  country  ? 

Mr.  Bernet.  They  are  doing  that,  and  f urtheiinore 
in  charge  of  the  very  large  activities  are  putting  for 
educate  the  shipper.    Wliat  thev  say  about  incre 
load  per  car  Avill  have  more  weight  with  the  a^ 
anything  the  railroad  people  can  say.    And  dui 
tliat.    I  have  in  mind  men  like  Mr.  Townsend. 
of  the  National  Tube  Co.    He  sent  out  a  gre 
appeared  at  many  meetings;  also  a  man  na^ 
for  Kyerson,  at  Chicago.     Men  like  that 
about  encouraging  the  shipper  to  increase 
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Mr.  Bernet.  I  wouldn't  be  in  a  position  to  pass  on  that.  Of 
course,  as  I  said,  the  Northwest  was  very  cold  this  summer. 

(Thereupon  the  committee  took  a  recess  until  i^.lO  o'clock  p.  m.) 

» 

AFPER    RECESS. 

At  2.10  o'clock  p.  m.  the  committee  reassembled,  pursuant  to  the 
taking  of  recess. 

The  Chairman.  We  will  now  resume  the  hearing.  Let  us  hear 
Mr.  Teare. 

STATEMENT  OF  MB.  ELMER  E.  TEABE,  FBESIDENT,  FOTTEB-TEABE 

LXTMBEB  CO.,  CQLEVELANI),  OHIO. 

The  Chairman.  Mr.  Teare,  you  have  been  engaged  in  the  lumber 
business  here  in  the  city  of  Cleveland  for  a  number  of  years? 

Mr.  Teare.  Yes,  sir. 

The  Chairman.  Are  you  a  wholesale-lumber  man? 

Mr.  Teare.  Setail  and  wholesale,  both ;  distributor. 

The  Chairman.  You  sell  lumber  to  the  builders  generally  ? 

Mr.  Teare.  Yes,  sir. 

The  Chair3ian.  You  have  been  engaged  in  that  business  here  for 
how  lonjg? 

Mr,  Teare.  Forty  years. 

The  Chairman,  mt.  Teare,  the  committee  will  be  glad  to  have  you 
t<»ll  them  anything  that  you  believe  will  be  helpful  in  encouraging 
the  building  of  houses  in  the  city  of  Cleveland — anything  that  we 
ran  do  to  bring  about  a  revival  of  the  industry. 

Mr.  Teare.  Well,  I  hardly  know  where  to  start.  Senator.  The 
mutter  of  finance  is  the  first  principle.  We  see  so  many  people  that 
would  like  to  build,  but  they  can  not  finance  their  houses.  There  was 
ii  time  during  the  past  six  months  or  a  year  when  materials  were  a 
little  bit  shy,  certain  kinds,  but  never  m  the  lumber  industry.  I 
ihm't  think  there  was  anything  held  up  in  our  line  of  goods,  but  the 
fly  in  the  ointment  seems  to  be  the  matter  of  finance. 

The  Chairman.  Men  are  unable  to  go  on  with  their  work? 

Mr.  Teare.  That's  the  idea. 

The  Chairman.  Have  vou  any  suggestion  to  make  as  to  a  remedy 
for  that  ? 

Mr.  Teare.  Really,  I  haven't. 

The  Chairman.  Have  you  heard  any  complaint  on  the  part  of 
w^u  who  usually  loan  money  that  the  high  taxes  affecting  the  in- 
•  ome  from  their  investments  discouraged  lending? 

Mr.  Teare.  AVell,  to  some  degree;  yes.  But,  getting  back  to  build- 
ing and  loans,  we  all  know,  of  course,  that  building  is  exceedingly 
high — materials  and  labor,  etc. — and  a  good  many  of  the  building 
and  loan  companies  have  been  a  little  bit  timid  about  making  loans 
#••11  the  big  prices,  etc.,  which  in  our  particular  industry  is  being  re- 
< lured  and  lias  been  reduced  in  the  last  four  months.  Prices  here 
have  receded  very  much  in  the  lumber  line. 

The  Chairman.  What  was  the  price  of  spruce  timber,  say,  by  the 
hiindreil  thou.sand  feet  five  years  ago,  3  by  8  by  20  feet  ? 
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Mr.  Teare.  There  is  very  little  spruce  handled  here.    There  isn't 
any  handled  here. 

The  Chairman.  What  is  used  for  timber  ? 

Mr.  Teare.  Yellow  pine,  Norway  pine,  and  hemlock. 

The  Chairman.  What  was  the  price  ox  short-leaf  ycJlow-pine  tim- 
ber five  years  ago? 

Mr.  Teare.  In  1914  it  was  retailing  here  for  $32. 

The  Chairman.  What  was  it  retailing  for  here  last  yearl 

Mr.  Teare.  $74. 

The  Chairman.  That  is  125  per  cent.  What  is  it  retailing  for 
now? 

Mr.  Teare.  $57. 

The  Chairman.  As  big  a  cut  as  that? 

Mr.  Teare.  Yes ;  or,  in  other  words,  about  30  per  cent  of  what  goes 
into  the  average  eight-room  house. 

The  Chairman.  Now,  take  roofing.    What  was  that  in  1914? 

Mr.  Teare.  One  by  eight  No.  2  yellow-pine  board,  $29  in  1914.  In 
1920  it  was  selling  for  $80 ;  to-day  it  is  selling  for  $63. 

The  Chairman.  That  is  a  reduction  of  about  one-third.  And  that 
carries  through  with  all  lumber? 

Mr.  Teare.  Practically  all  material  that  would  go  into  an  ordinary 
residence — about  a  30  per  cent  reduction  right  straight  through. 

The  Chairman.  And  when  did  this  reduction  come? 

Mr.  Teare.  Between  March,  1920,  and  to-day. 

The  Chairman.  Is  the  price  sliding  off  all  the  time  ? 

Mr.  Teare.  Well,  at  manufacturing  points  they  say  they  have 
reached  bottom.  I  don't  know  whether  they  have  or  not.  It  has 
been  slipping  for  some  time. 

The  Chairman.  Have  the  southern  lumber  men  stopped  cutting 
timber  the  last  month  or  two  ? 

Mr.  Teare.  I  guess  they  are  curtailing  to  a  large  degree.  Some  of 
the  mills  are  running  three  or  four  days  a  week  and  some  of  the 
hardwood  mills  have  shut  down  altogether. 

The  Chairman.  They  have  plenty  of  lumber  to  sell? 

Mr.  Teare.  They  have  plenty  of  lumber  to  sell.  All  they  want  is 
orders  now. 

The  Chairman.  And  despite  this  reduction  building  has  not  re- 
vived here  ? 

Mr.  Teare.  Not  to  any  great  degree,  no,  sir;  for  the  simple  reason 
that  the  complaint  is  they  can't  get  the  money.  Labor  remains  just 
the  same.  I  guess  lumber  is  about  the  only  commoditv  in  the  build- 
ing industry  that  has  declined  in  value,  so  far  as  we  nave  been  able 
to  learn. 

Senator  Pomerene.  How  do  5^ou  account  for  that  decline? 

Mr.  Teare.  I  don't  know.  Of  course,  it  is  up  to  the  manufac- 
turers.   We  are  only  distributors. 

Senator  Pomerene.  Has  their  labor  cost  gone  down  any? 

Mr.  Teare.  Why,  yes;  quite  considerable,  they  tell  me.  Some 
colored  labor  that  they  were  employing  a  year  ago,  for  instance, 
when  everything  was  going  good  in  1919,  paying  them  four  and 
four  and  a  quarter,  to-day  are  working  for  $2  a  day  at  sawmill  labor 
in  the  South.  They  haven't  got  that  reduction  in  the  Northwest 
and  Canada  as  yet ;  in  fact,  they  are  paying  more  money  for  woods- 
men in  Canada  to-day  than  they  did  last  year. 
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Senator  Pomebene.  Has  there  been  a  corresponding  decline  in  the 
price  of  lumber  in  the  Northwest? 

Mr.  Teare.  No,  sir.  On  the  Pacific  coast  there  has  been  some 
considerable  decline,  but  the  item  of  white  pine  has  not  declined  in 
proportion  to  yellow  pine. 

Tne  Chairman.  Weren't  these  prices  held  up  a  good  deal  by 
combinations  of  the  manufacturing  interests  during  the  past  year? 

Mr.  Teare.  I  don't  think  so.  It  was  simply  a  matter  of  supply 
and  demand  for  a  long  time.  There  was  a  time  when  there  were 
10  buyers  to  every  carload  of  lumber  that  was  offered.  You  know 
what  that  means.  To-day  there  are  10  carloads  of  lumber  for  every 
buyer;  it  is  just  the  reverse.    That  is  what  makes  the  market. 

The  Chairman.  Was  there  a  combination  of  interests  in  this  mar- 
ket among  the  lumber  men  to  hold  the  price  up  last  year? 

Mr.  Teare.  Never. 

The  Chairman.  Wasn't  there  a  uniform  sales  price  here  in  Cleve- 
land? 

Mr.  Teare.  We  have  a  price  list  here  that  is  gotten  up  by  a  printer, 
who  gets  the  pulse  of  the  market  and  puts  the  figures  together,  so 
that  the  contractors  and  consumers  will  know  about  what  the  ma- 
terial will  cost  them. 

The  Chairman.  Weren't  all  the  lumbermen  selling  at  the  same 
price? 

Mr.  Teare.  No. 

The  Chairman.  It  seemed  to  be  that  way  in  New  York  for  a  while 
last  year,  and  this  spring;  no  matter  who  estimated  for  you  the  price 
was  the  same. 

Mr.  Teare.  Maybe  they  had  a  better  system  than  we  have  here. 

The  Chairman.  We  are  investigating  that  system  now  in  New 
York.     Somebody  is  goin^  to  get  into  trouble. 

Mr.  Teare.  The  price  list,  as  long  as  I  have  been  in  business,  was 
never  iron  clad,  or  anything  of  that  kind ;  it  is  simply  gotten  out  for 
the  convenience  of  contractors  to  estimate  by  and  it  never  costs  them 
any  more  than  that  list.     It  is  simply  a  guide,  the  same  as  any  price 

The  Chairman.  You  think  our  great  problem  to-day  is  the  financ- 
inir  of  building? 

IMr.  Teare.  Seeminglv  that  is  what  we  hear  the  most  of  all  the 
t  ime.  People  come  in  the  office  and  say  they  are  ready  to  build,  but 
ihev  can't  get  the  money. 

The  Chairman.  You  think  that  is  largely  caused  by  the  high 
prices?  A  man  painted  this  picture  to  me  the  other  day:  lie  said 
that  a  man  could  build  a  house  for  $6,000  five  years  ago,  and  could 
>M>rrfnir  $3,000  on  the  house — SOper  cent  of  the  cost.  Now,  that  house 
to-day  costs  $14,000  to  build.  The  man  who  loaned  the  money  wasn't 
billing  to  let  him  have  $7,000;  that  was  more  than  the  house  cost 
ftriginallv.  He  was  willing  to  give  him  but  $5,000.  That  recjuired 
the  people  to  invest  in  this  building  $9,000  as  against  $3,000  in  the 
other  one.    That  just  cut  development  off  that  much. 

Mr.  Teare.  That  is  true. 

The  Chairman.  You  have  no  particular  suggestion  to  make  ns  u. 
what  Congress  could  do  to  encourage  the  financing  of  building? 

Mr.  Teare.  No:  T  couldn't  answer  that  myself.  I  think  that  w 
tip  to  some  of  the  bankers  here  to  make  suggestions  along  that  line. 
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The  Chairman.  Do  you  see  ftnv  evidence  of  a  higher  price  later 
this  fall  or  in  the  spring  for  lumoer? 

Mr.  Teare.  I  fully  believe,  and  the  manufacturers  seem  to  think, 
if  there  is  any  business  in  the  spring  that  the  market  will  advance 
rather  than  decline.  There  are  lots  of  them  shutting  down  now. 
owing  to  the  serious  decline,  that  can  afford  to  shut  down.  Some  of 
them  can't  afford  to  shut  down;  they  have  got  to  keep  going.  If 
there  is  any  demand  in  the  spring  the  market  will  stiffen. 

The  Chairman.  Mr.  Goff,  we  will  hear  you. 

STATEMENT  OF  MB.  PBED  H.  0077,  PBESIDEKT,  CLETELAin) 

TETJST  CO. 

Mr.  Goff.  Talking  witli  Mr.  Donaldson  at  luncheon  to-day,  I  re- 
ferred to  Avhat  might  be  called  a  Cleveland  experiment  in  connection 
with  home  building  for  vvorkingmen,  and  it  maj'  throw  SDme  litrht 
on  the  problem  you  are  considering.  In  January  or  February — I 
have  now  forgotten  the  time  definitely — the  mayor  asked  a  committt^e 
of  seven  or  eight  citizens  to  investigate  the  housing  problem  in  this 
city  and  to  make  suggestions  and  recommendations  as  to  what  coulJ 
be  done,  if  anything,  to  stimulate  further  home  building. 

The  committee  had  many  meetings  and  considered  the  subject 
under,  first,  the  availability  of  labor,  and  they  found  at  that  time 
that  there  was  a  shortage  in  the  building  trades  estimated  at  1(\<)<H» 
carpenters,  masons,  and  other  building-trades  labor. 

They  considered  next  whether  material  would  be  available  for 
home  Duilding  if  labor  and  money  could  be  made  available,  and  to 
the  credit  of  such  companies  as  Mr.  Donaldson  is  connected  with,  and 
Mr.  Rossiter,  I  am  pleased  to  say  that  they,  appreciating  what  seemed 
at  that  time  to  be  a  very  great  aid  for  additional  homes  for  workinjr- 
men  in  this  city,  said  that  they  would  give  preference — priority  in 
the  delivery  of  material,  regardless  of  contracts  that  they  might  have, 
for  the  furnishing  of  cement  and  brick  in  the  building  industry,  and 
there  were  large  industrial  plants  that  were  then  in  process  of  con- 
struction. They  would  furnish  material  in  preference  for  the  con- 
tractor building  homes  for  laboring  men. 

Another  problem  that  was  troublesome  was  the  transportation — 
could  we  get  some  cement  from  Sandusky  and  other  points  of  de- 
livery? And  notwithstanding  orders  issued  by  the  Interstate  Com- 
merce Commission,  we  were  able  to  get  lines  like  the  Xew  York 
Central  to  say  that  they  woUld  set  aside  and  allocate  a  certain  amount 
of  equipment  for  the  bringing  to  Cleveland  of  material  for  home 
building.  Then  came  the  question  of  whether  or  not  land  was  avail- 
able and  at  reasonable  prices,  and  the  members  of  the  real  estate 
board  reported  to  the  committee  that  there  were  10,000  lots  in  the 
city  of  Cleveland,  as  I  recall,  that  could  be  bought  at  prices  that  they 
regarded  reasonable. 

Then  the  onus  came  upon  the  bank,  and  that  seems  to  be  where 
the  onus  is  put  here  by  some  of  the  other  witnesses.  That  became 
part  of  my  job,  and  the  banks  of  this  city  responded,  as  they  always 
nave  to  my  knowledge,  generously  and  with  a  spirit  of  civic  interest 
and  said  that  they  would  at  the  outset  provide  $20,000,000  for  the 
erection  of  workingmen's  homes,  on  a  basis  that  has  never  been  con- 
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sidered  safe  or  proper  in  the  financing  of  real  estate  operations  in 
tills  city,  and  that  is  on  the  basis  of  60  per  cent  of  the  then  going 
tu.-^t — very  imprydent  and  unwise.  As  I  recall,  Mr.  Eobinson  said 
he  would  provide  $10,000,000,  making  $30,000,000  available  at  6  per 
tent,  so  far  as  the  loans  from  the  State  banks  are  concerned,  and  I 
an  I  not  sure  but  from  the  savings  and  building  and  loan  companies, 
Vmt  not,  of  course,  from  the  second  mortgage  companies,  where  the 
hazard  is  great. 

Tlie  commissioner  of  buildings,  Mr.  Summerell,  agreed  to  have  pre- 
pared by  architects,  at  the  request  of  the  committee,  plans  of  typical 
workingmen's  homes,  to  cost,  with  land  between  seven  and  eight  thou- 
sand dollars.  The  chamber  of  commerce  similarly  agreed  to  have 
plans  prepared  and  available,  with  specifications,  for  any  interested 
buyers  or  builders.  If  Mr.  Summerell  is  here,  he  can  tell  me  when 
that  was.  I  think  it  was  the  month  of  January  or  February — when- 
e\'er  it  was — up  to  this  time  there  has  never  been  to  my  knowledge  a 
5?ingle  application  made  to  have  a  home  built  by  any  workingman 
ui  tins  city. 

Now,  why?  Because  thev  siiid  that  they  couldn't  afford  to  build, 
that  they  had  no  right  to  ouild  and  sustain  the  ultimate  loss  that 
would  be  involved  in  that  operation;  and  I  commend  them  for  their 
wisdom.  They  preferred  to  live  as  best  they  could  in  meager  quar- 
ters until  prices  should  recede.  At  that  time  there  was  projected  in 
tlii"^  city  buihlings  for  banks,  costing,  1  would  say,  perhaps  upward 
of  $30,000,000.  One  of  them  was  the  Federal  reserve  bank  of  this 
city.  And  all  of  them,  just  as  the  workingmen  of  the  city,  said. 
"  Vi'v  can't  afford  to  engage  in  the  undertaking  at  current  prices '' ;  ancl 
none  of  them  have  yet  started. 

Now,  that  is  the  ccmdition  that  has  existed  here,  and  I  feel  that  the 
countiTwide  cessation  of  buying  and  building  is  due  to  the  appre- 
hension on  the  paiii,  as  I  take  it,  of  the  buyer  or  the  home  builder, 
that  prices  are  going  to  be  less,  and  they  are  biding  their  time.  The 
banks  of  this  city  are  abundantly  able  to  take  care  of  the  financing  of 
any  home  building  enterprises,  in  my  judgment.  There  are  banks 
in  this  city  that  have  never  borrowed  a  dollar  from  the  Federal 
H'-erve  association.  Their  credit  is  still  unimpaired.  Hut  they  will 
ii'»t.  nor  have  they  any  right,  to  make  loans  on  conditions  that  loans 
w.ri*  made  in  prewar  times. 

Mr.  (Veer  was  reciting  the  case  of  a  tvpical  home  that  perhaj)s  in 
IIM.%  cost  #0,000;  in  1017,  $10,r)0(),  with  onlv  five  hundred  juMitional 
f..r  the  lot;  and  in  lOIS  that  same  home  on  a  $n.()(M)  lot  cost  iilT.OOO. 
Till'  hanks  have  got  to  look  to  the  security  of  the  funds  that  are  en- 
II  lifted  to  tliem;  and  they,  just  as  Mr.  Robinson  anil  Mr.  Creer  said, 
:u'i-f  look  to  ultimate  values  and  not  presi^nt  prices.  We  have  noth- 
ii'ir  tu  <!o  with  prices,  but  in  this  effort  to  stimulate  building  in  the 
•*.:j  !v  part  of  this  year,  the  banks  said  that  thev  would  c<)ntril)Ute 
-.  .♦ji4Hi.(HM)  at  the  outset  to  finance  home  building  in  this  city.  <m 
?!i**  liasis  of  TiO  nor  cent  of  the  then  cost,  regardless  of  what  they 
TvJ*j\A  ivgard  a  lair  api)raisal. 

I  •lon't  know  that  I  can  sav  anv  more.  I  am  a  great  believer  mv- 
-If  in  letting  nature  take  its  course.  The  banks  in  this  city  have  not 
'.-•♦-n  profiteers.  Thev  have  lent  their  credit  freely  to  the  (lovern- 
rii'iif.    The  bank  witfi  which  I  am  connected  was  called  upon  twice 
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a  month  to  loan  to  the  Grovernment  $1,500,000  during  the  latter  part 
of  the  war,  and  it  did  it. 

It  has  taken  care  of  the  industries  for  the  manufacturing  and 
the  making  of  war  goods,  and  it  has  tried  to  take  care  of  the  legiti- 
mate demands  of  its  customers  for  home  building.  I  have  a  feeling 
of  pride  in  what  Cleveland  banks  havei  done.  The  rates  for  the 
most  part — entirely  so  with  the  institution  with  which  I  am  con- 
nected—have been  6  per  cent  and  no  more.  If  there  has  been 
frofiteoring  in  home  buildins:,  it  has  not  been  the  fault  of  the  banks, 
think  I  have  said  about  all  there  is  to  say.  At  that  time  it  was 
said  there  was  a  shortage  of  10,000  homes,  and  1  think  there  really 
was. 

Senator  Pomerene.  At  what  time  do  vou  speak  of? 

Mr.  GoFF.  January  and  February  of  this  year;  and  at  that  time 
the  Cleveland  banks  were  helping  to  finance  home  building  in 
Akron,  where  the  growth,  of  course,  has  been  phenomenal.  And 
what  has  happened  in  Akron,  and  what  is  happening  in  Detroit,  may 
happen  here,  as  I  understand  from  an  opinion  expressed  by  ilr. 
Feiss  this  morning  that  there  have  been  46,000  workmen  that  have 
left  Akron.  Overstimulation  and  overdevelopment  of  home  building 
there,  needed  for  the  time  currently,  «nd  perhaps  for  some  months  to 
come  not  needed,  is  a  condition  that  the  bankers  have  to  look  forward 
to  with  some  fear  and  apprehension. 

I  am  told  that  in  Detroit  there  is  an  imemplovment  of  150.000, 
and  while  T  can't  see  it  upon  the  streets  of  Cleveland,  I  have  been 
told  that  there  is  an  unemployment  here  in  this  city  of  between 
60,000  and  70,000.  And  it  will  mean,  in  my  judgment,  that  many 
who  have  come  to  these  cities  during  the  war  period  will  drift  back, 
as  some  of  us  hope  they  may,  to  the  farm  and  help  cheapen  the 
cost  of  food. 

The  Chairman.  Mr.  Goff,  your  institution  is  a  trust  company? 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  Please  give  me  the  name. 

Mr.  GoFF.  Cleveland  Trust  Co. 

The  Chairman.  What  are  your  total  deposits? 

Mr.  GoFF.  The  highest  is  about  one  hundred  four  and  a  half 
millions.  They  average,  perhaps,  one  hundred  and  two  or  three 
millions. 

The  Chairman.  You  have  savings  accounts?. 

Mr.  Govt,  About  sixtv  millions;  230,000  depositors. 

The  Chairman.  In  tTtiese  savings  accounts  you  give  an  interest 
of  how  much  ? 

Mr.  (toff.  Four  per  cent. 

The  Chairman.  They  are  not  subject  to  check,  are  they? 

Mr.  GoFF.  No. 

The  Chairman.  The  depositor  comes  in  with  his  book  and  can 
withdraw  his  money  whenever  he  desires  to  upon  the  presentation  bf 
his  book? 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  That  interest  is  figured  quarterly,  is  it  not? 

Mr.  GoFF.  Yes. 

The  Chairman.  About  60  per  cent 
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Mr.  GoFF.  And  I  niigbt  say,  Senator,  that  savings  deposits  in 
•our  institution  have  increased  all  during  this  period  at  the  rate  of 
perhaps  a  million  and  a  quarter  a  month. 

The  Chairman.  It  is  increasing  right  along? 

Mr.  GoFF.  Yes. 

The  Chairman.  Last  month? 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  No  evidence  of  any  dropping  off  ? 

Mr.  GoFF.  No,  sir.  I  will  say  that  during  the  rest  periods  there  is 
always  somewhat  of  a  decline  in  deposits,  when  they  can  withdraw 
without  accounting. 

The  Chairman.  But  there  is  no  evidence  of  a  decline  in  the  last  60 
days? 

Mr.  GoFF.  No,  sir;  neither  in  the  number  of  accounts  nor  in  the 
deposits.  ^ 

The  Chairman.  You  merge  your  saving  deposits  with  commercial 
accounts? 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  So  you  loan  your  savings  deposits  for  short  terms 
to  3'our  customers? 

ifr.  GoFF.  No,  sir;  we  loan  very  properly  on  real  estate.  I  think 
we  have  upward  of  twenty-five  millions  in  real  estate  loans — our 
institution. 

The  Chairman.  In  and  about  the  city  of  Cleveland. 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  Is  there  any  limit  affected  by  the  State  law  as  to 
the  amount  that  you  can  loan? 

Mr.  GoFF.  Not  to  exceed  60  per  cent  of  the  appraised  value,  fixed 
l»y  our  appraisers.    Our  rule  is  50  per  cent,  and  no  more. 

The  CHAHOfAN.  An  effort  was  made  at  the  recent  session  of  our 
legislature  in  New  York  to  place  a  penalty  upon  the  bank  that  didn't 
loan  50  j)er  cent  of  its  resources  on  bonded  mortpa«:es.  That  failed, 
siiid  i»ro|>erly  so,  I  think,  because  that  is  a  risky  experiment. 

Mr.  GoFF.  You  can't  tie  all  your  money  up  in  nonliquid  securities. 
You  must  have  something  to  meet  the  demands  of  your  depositors, 
,-avin^s  or  commercial. 

The  Chairman.  Many  of  us  have  felt  that  perhaps  we  haven't  suffi- 
«M«*nt  facilities  to  meet  the  needs  of  long-term  engagements.  We  have 
lH*4*n  legislating  for  years  for  short-term  business.  Congress  has 
tlone  little  or  nothing,  nor  have  the  States,  to  encourage,  it  seems  to 
rne,  the  long-term  loans  needed  in  financing  building.  Could  you  say 
offhand  the  total  deposits  of  the  State  banks  in  this  city  i 

Mr.  (lOFF.  I  should  sav  al)out  six  hundred  niillion.s — the  State 
)>anks.    They  have  almut  twice  the  volume  of  the  natiimal  banks. 

The  Chairman.  Do  you  think  alxmt  25  j>er  cent  of  that  sum  is  in- 
\  t^ted  in  real  estate  mortgages? 

Mr.  GoFF.  No;  I  am  nr)t  sure.  I  should  say  the  Society  for  Savings 
h;ive  alM)ut  40  p<»r  cent  invested. 

liie  Chairman.  It  might  average  25  per  cent  in  the  whole  thing? 

Mr.  (»<iFF.  I  doubt  that.  So  far  as  investment  is  concerned,  in 
institutions  like  our  own,  a  very  considerable  amount  of  real  estate 
loans  are  held  in  estates  in  the  trust  dei)artment,  and  are  not  assets 
of  tlie  bank. 
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The  Chairman.  When  you  say  a  hundred  and  some  odd  millions 
business  in  your  bank,  do  you  include  the  trust  accounts) 

Mr.  GoFF.  No,  sir;  two  hundred  and  fifty  millions  in  trust  funds 
in  the  bank,  but  not  included  in  the  deposits. 

The  Chairman.  Have  you  observed  the  withdrawal  of  the  private 
investor  from  mortgage  loaning? 

Mr.  GoFF.  I  don't  recall,  Senator,  that  we  have  had  private  in- 
vestors lend  in  Cleveland  in  a  large  way  on  real  estate  mortgages. 
In  relatively  small  amounts,  yes. 

The  Chairman.  In  New  York  they  tell  us  the  major  portion  of 
the  money  loaned  on  real  estate  mortgages  comes  from  the  private 
investor. 

Mr.  GoFF.  You  are  talking  of  individual  investors.  There  are  some 
corporations  here;  I  can  give  you  an  example  of  one:  The  Ulmer 
Mortgage  Co.,  I  think,  represents  a  group  of  individuals  that  make  a 
good  many  loans  on  first  and  second  mortgages,  but  in  the  aggregate 
I  would  say  it  was  relatively  small  compared  with  the  amount  of 
business  done  by  the  building  and  loan  and  savings  and  trust  com- 
panies. 

The  Chairman.  A  great  many  estates  loan  money — in  New  York 
the  Hetty  Green  estate  and  in  Chicago  the  Marshall  Field  estate— 
and  they  are  taking  their  money  out  of  mortgages  because  of  the 
high  taxation  on  their  incomes. 

Air.  GoFF.  Yes;  Government  bonds  and  municipal  bonds  come  in 
competition. 

The  Chairman.  Would  you  think  it  wise  to  enact  legislation  for- 
bidding the  issuance  of  further  tax-exempt  securities? 

Mr.  GoFF.  I  think  it  is  something  to  be  deprecated  and  avoided. 
The  housing  problem  has  been  acute  not  only  here  but  throughout 
the  country,  due  to  the  fact,  I  think,  that  money  has  been  in  such 
active  demand  for  sustaining  the  Government.  Personally,  I  have 
a  feeling  that  we  will  arrive  at  normal  before  a  great  while. 

May  I  just  digress  for  a  moment?  In  one  of  the  studies  before 
the  so-called  mayor's  housing  committee  we  undertook  to  find  out 
about  what  the  percentage  of  material  was  in  the  cost  of  a  house,  and 
if  I  recall  correctly,  we  concluded  that  something  less  than  20  per 
cent  represented  the  cost  of  material  and  80  per  cent  labor.  The 
material  entering  into  a  typical  workinpman's  nome,  as  given  to  us, 
I  think  by  Mr.  Donaldson  s  companv,  m  1915,  was,  as  J  recall  the 
figures,  $201. 

Perhaps  in  March  of  this  year,  1920^  that  same  material  was  said 
to  have  cost  $433.  The  labor  cost  during  that  period,  or  since  per- 
haps, 1914,  on  the  average  had  increased  something  over  115  per 
cent.  There  has  been  to  a  very  considerable  extent  a  cessation  of 
building  operations  in  Cleveland  except  by  this  speculative  class, 
I  may  call  it,  who  build  to  sell.  They  have  taken  their  chances, 
having,  as  they  now  have,  a  good  many  left  on  their  hands,  as  t^> 
which  they  may  suffer  some  loss ;  but  they  have  the  profits  of  former 
operations  to  recoup  on. 

I  believe  that  when  some  of  our  major  building  operations  are 
concluded  here,  there  will  be  an  abundance  of  labor  to  be  had  in  the 
building  trades,  that  of  necessity  there  must  be  a  liquidation  of  labor. 
That  is  the  only  combination  I  know  of  in  this  town — a  combination 
of  labor.    And  I  am  not  complaining  of  it,  nor  am  I  complaininir 
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that  wages  received  by  labor  have  been  increased  beyond  the  increase 
in  the  cost  of  living.  But  of  necessity  with  the  liquidation  of  labor 
will  come  the  cheapening  of  the  cost  of  construction  of  buildings. 
Mr.  Teare  will  find  that  his  lumber  cost  and  prices  in  one  w^ay  and 
another  will  come  down,  and  building  operations  will  not  go  forward 
in  any  large  way  until  thev  do  come  down.  The  banks  that  look  to 
the  credit  and  securit}^  andf  safety  of  tlieir  institutions  will  not  loan 
in  a  large  way  on  the  present  level  of  prices.  They  are  trustees 
of  money  committed  to  them  by  othei*s,  and  they  must  act  with 
prudence. 

The  Chairman.  Mr.  Goff,  you  referred  to  the  cost  of  a  building 
being  SO  per  cent  labor  and  20  per  cent  material.  Our  studies 
indicate  about  75  and  25,  but  in  that  75  per  cent  of  labor  cost  goes 
the  cost  of  labor  in  the  manufacturing  of  material.  You  have  no 
suggestion  to  nuike  as  to  (Government  action  that  will  stimulate 
building  ? 

Mr.  GoFT.  Well,  Senator,  I  have  not  heard  of  your  bill.  I  have 
never  read  it,  but  as  it  was  described  here,  it  seems  to  me  it  might 
act  as  an  emergency  measure,  and  perhaps  for  permanent  relief. 

The  Chairman.  You  refer  to  tne  bill  to  organize  a  home  loan 
bank  system? 

Mr.  Goff.  Yes.  Of  course,  if  it  is  patterned  upon  the  Federal 
ri'serve,  where  credit  will  be  extended  in  emergencies  or  for  tem- 
porary needs  to  building  and  loan  companies,  it  is  not  going  to  be 
so  very  helpful.  It  will  not  increase  permanently  the  capital.  If 
tliey  are  permitted  to  borrow  on  the  deposit  of  their  mortgages  for 
three,  six,  or  nine  months,  thev  have  a  debt  there  which  thev  must 
ultimately  pay,  and  whether  the  bill  you  have  introduced  con- 
templates the  issuance  of  bonds  predicated  upon  these  mortgage 
loans  as  security  and  sold  to  the  public,  I  don't  know.  If  so,  that 
would  increase  and  enhance  the  capital  available  for  building  pur- 

Eoses,  and  I  welcome,  myself,  anvthing  that  will  make  for  cheaper 
omefi  and  cheaper  factories.    I  do  deprecate,  however,  the  (lovern- 
ment  extending  itself  too  far  paternallv. 

The  Chairman.  AVe  want  to  avoid  the  Government  going  into  the 
o*»nstruction  business,  as  they  have  been  compelled  to  do  m  France 
and  England.  What  do  you  think  of  the  suggestion  I  made  this 
morning — the  possibility  of  enacting  legislation  exempting  from 
taxation  the  profits  on  the  building  of  homes,  provided  always  that 
tliose  profits  are  invested  the  next  year  in  the  building  of  other 
homes?  For  instance,  if  you  build  10  houses  for  dwelling  purposes 
<inlv  and  you  sell  those  10  houses  and  make  a  profit  of  a  thousand 
dollars  on  each,  you  pay  no  tax  on  that  $10,000  provided  the  next 
year  you  invest  all  that  ten  thousand  in  the  building  of  new  homes; 
and  not  make  it  pennanent,  but  for  a  period  of  five  years. 

Mr.  Goff.  I  would  like  to  see  this  middle  man  cut  out  that  sells 
Mr.  Greer's  type  of  house  for  $17,0(K)  in  1918  that  cost  $(>,000  in 
lf>15,  as  an  inducement  for  contractors  to  build;  and  I  don't  think 
voii  have  in  mind  the  tax  exemption  except  as  to  the  moderate-price 
h<»me. 

The  Chairman.  Yes. 

Mr.  Guff.  I  would  rather  see  vou  have  it  along  the  line  of  verv 
diri*<'tly  cheapening  the  co^t  tt>  the  ownrr  rather  than  to  the  con- 
tra ct^^r. 
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The  Chairman.  But  here  is  the  point  about  that:  I  think  your 
experience  here  is  that  home  building  in  the  main  is  done  bv  the 
man  whom  we  are  pleased  to  call  sometimes  a  speculative  builder. 
There  are  very  few  men  in  your  city  that  build  moderate-priced 
homes  for  themselves. 

Mr.  GoFF.  Well,  I  can't  answer  that.  I  would  say  that  in  our 
institution  we  didn't  loan  to  the  contractor;  I  would  say  that  we 
have  loaned  to  the  home  builder. 

The  Chairman.  I  will  venture  the  statement  that  in  the  cit}'  of 
New  York  90  per  cent  of  all  the  houses  constructed  are  built  for 
the  market — ^to  sell.  Now,  the  average  citizen  has  no  facilities  to 
build  houses,  and  he  wouldn't  know  just  what  he  wanted  if  the  saw 
it;  he  has  no  organization,  and  a  practical  builder  could  go  out  and 
build  20  houses  and  sell  one  to  him  much  cheaper  than  he  could  build 
it  himself. 

Mr.  GoFF.  Yes ;  but  the  experience  in  this  town  has  been  that  con- 
tractors haven't  sold  without  a  very  considerably  added  profit  on 
the  houses. 

The  Chairman.  But  the  man  who  builds  a  house  for  himself  has 
to  pay  a  profit  each  step  to  the  man  he  is  making  the  contracts  with. 

Mr.  GoFF.  Well,  in  the  main  that  contract  is  with  a  man  that  is 
taking  competitive  bids  through  an  architect's  office. 

The  Chairman.  I  gather,  Mr.  Goff,  that  you  think  this  thing  in 
the  end  is  going  to  right  itself? 

Mr.  Goff.  Let  nature  take  its  course.  I  was  down  in  Washington 
on  the  capitalization  committee  in  1918,  at  the  time  of  the  armistice. 
We  considered  on  that  committee  what  ought  to  be  done  with  and 
to  look  forward  to  the  employment  of  the  soldiers  that  were  coming 
back.  When  I  returned  to  Cleveland  and  took  my  place  on  what  is 
known  as  the  mayor's  war  board  here,  I  then  advocated  the  issuance 
of  10,000,000  or  20,000,000  of  improvement  bonds  to  provide  work 
for  the  returning  soldiers,  and  they  were  authorized  and  passed. 
It  was  the  last  thing  that  was  needed.  It  probably  did  more  harm 
than  it  did  good;  and  I  recall  what  Barnej[  Barouche  did  in  the 
month  of  December  or  January,  when  he  withdrew  all  orders  for 

friorities,  and  I  think  his  language  was,  "  Let  nature  take  its  course/' 
t  seemed  very  unwise  at  that  time,  but  it  proved  the  part  of  wisdom. 
Until  the  war,  nobody,  I  think,  can  say  that  Cleveland  did  not 
proceed  with  its  homebuilding  ratably  with  the  increase  in  popula- 
tion. I  know  of  no  complaints  that  existed  prior  to  that.  The  ex- 
igencies of  the  war  absorbed  credit,  which  has  not  been  as  freely 
available,  and  with  the  price  level  couldn't  be  made  as  available  as 
in  other  times.  I  think  we  are  soon  going  to  get  back  to  a  more 
normal  condition  as  to  labor  costs  and  material  costs,  and  when  we  do 
the  banks  of  this  city  I  believe  will  strain  themselves  if  need  be  to 
help  out  our  brothers  in  the  building  and  loan  associations,  and  <lo 
the  job  ourselves  to  see  that  capital  is  made  reasonably  available  for 
building  in  Cleveland. 

But  do  not  forget  that  from  the  1st  of  March  down  to  this  8th 
day  of  November  no  workingman  has  sought  to  avail  himself  of  the 
opportunity  to  build  a  home  at  60  per  cent  of  the  prevailing  costs 
at  6  per  cent  interest,  with  second  mortgage  companies  eager  to  loan 
up  to  80  per  cent.  The  second  mortgage  man  said,  *^We  will  take 
them,"  and  it  wasn't  six  weeks  before  he  was  advertising  for  h>ans. 
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The  Chairman.  I  know  you  are  right  about  that,  but  that  seems 
to  be  the  trouble,  the  very  problem  ahead  of  us.  And  that  was  said 
in  England  and  France — this  will  right  itself.  Is  this  a  more  diffi- 
cult problem  than  any  of  the  rest  in  the  past?  And  shall  we  drift 
along  a  little  longer  with  this  failing  to  stimulate  the  industry,  and 
then  get  over  our  heads?  In  New  York  we  have  passed  rent  laws 
forbidding  a  man  to  raise  rents  unless  there  was  lustification  for  it. 
People  were  being  charged  unduly  high  rents.  Then  we  say  this: 
that  no  one  shall  raise  their  rent,  and  no  one  shall  be  required  to 
pay  additional  rents  unless  the  local  municipal  court  magistrate  shall 
)ass  upon  it.  We  put  the  profit  of  the  landlords'  business  in  the 
uinds  of  a  little  local  judge. 

What  I  am  thinking  about  is  this — and  I  want  you  to  think  about 
it.  because  you  are  a  substantial  citizen  of  this  city  and  know  more 
about  financing  than  I  do,  although  I  know  a  little — what  seriously 
concerns  me  is  this:  Whether  we  won't  drift  too  far  into  this  thing, 
and  then  all  of  a  sudden  have  the  demand  on  the  country  to  go  into 
this  thing  itself.  I  don't  want  to  see  this  thing  done  if  I  can  avoid 
it.  Therefore  it  secons  to  me  it  would  perhaps  be  better  for  us,  for  a 
limited  period,  to  do  something  to  stimulate  this  industry  and  start 
it  off  full  tilt  again.  If  we  go  along  another  year  like  this,  and 
then  another  year  after  that,  then  we  will  face  this  demand  on  the 
part  of  the  people  that  we  do  something.  Thev  have  not  been  able 
to  withstand  that  in  France  and  England.  In  fVance  they  are  lend- 
ing to  the  people  at  2  per  cent,  and  the  (lovernment  is  absorbing  the 
ditference  between  that  and  7  per  cent.  Now,  I  don't  want  to  see 
tliat  here. 

Mr.  (toff.  Of  course,  if  we  g?t  into  that  business,  there  is  the 
farmer  to  take  care  of  and  the  retail  merchant  to  take  care  of.  If  we 
are  going  to  get  into  the  (government  business,  maybe  we  ought  to 
h«dp  some  of  our  merchants.  AVe  ought  not  to  build  up  our  towns 
^^  ith  industries — we  are  delighted  to  have  them;  they  are  welcome 
guests,  these  automobile  industries,  if  you  please,  that  have  need  for 
a  large  number  of  men — but  we  must  not  overstimulate  on  that  side, 
and  trie  home  building  must  go  along  at  the  same  time. 

The  Chairman.  Coining  after  the  production  of  food  is  the  pro- 
duction of  homes.  The  Government  itself  has  retarded  this  business 
d tiring  the  war.  I  believe  that  perhaps  we  ought  to  do  something 
now.     At  any  rate,  your  opinion  is  worth  a  great  deal  to  us. 

Mr.  GoFF.*Well,  sir,  I  would  be  most  pleased  to  see  the  people  of 
this  town  better  housed.  We  need  it;  they  are  congested  here:  and 
yet  we  must  look  forward  to  the  Government,  and  must  look  forward 
to  what  happened  in  Akron — 45,0()0  admittedly  have  left  that  town 
sinre  the  1st  of  July — and  perhaps  Government  issues  predicated  on 
mortgage  loans  on  too  hieh  a  basis  might  be  disastrous. 

The  Chairman.  Now,  Sir.  Rossiter,  you  proceed. 

STATEKEHT  OF  MB.  WILLIAU  T.  BOSSITEB,  PBESISENT,  CLEVE- 

LAND  BXriLDEBS'  STTFPLT  AND  BBICK  CO. 

The  Chairman.  You  are  engaged,  I  understand  it,  in  the  manu- 
fio'ture  of 

Mr.  RossiTPJe.  Of  brick  and  tile,  and  distributors  of  cement,  lime, 
l'I;i*it4*r.  and  aggregate. 
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The  Chairman.  And  you  distribute  all  those  commodities  to  the 
builders  of  Cleveland  and  hereabouts? 

Mr.  EoasrrER.  The  metropolitan  section ;  yes*  sir. 

The  Chairman.  Now  the  committee  will  be  very  glad  to  hear  any 
statement  you  have  to  make  on  this  subject. 

Mr.  RossiTER.  After  receiving  a  letter  in  reference  to  this  inves- 
tigation T  tried  to  boil  it  down,  and  if  there  are  any  questions  after  T 
have  finished  reading  this  I  will  endeavor  to  answer  them,  I  ha\e 
tried  to  put  it  all  into  this  paper  [reading]  : 

T  am  siibmittlni?  herewith,  condensed  as  briefly  as  )K>ssible.  a  re|M>rt  'Ui  U)^ 
relations  of  fire-safe  niaterialB  (suoh  as  common  brick,  construct  Inn  tiU»,  :i'"^ 
sand  produced  by  our  company,  and  cement,  lime,  phister.  and  ajrirri^tafes*  <1i<- 
tributed  by  ns)  to  the  present  cost  of  housing:,  the  contrlburinp  IniToasHHl  crtust^, 
and  tlie  outlook. 

The  work  of  your  committee  I  am  snre  has  revealed  the  three  ba<?ic  liem«  of 
increased  costs — labor,  fuel,  and  transportation.  In  annlv'/.lncr  thes*^  items '':irt»- 
fully,  it  reveals  an  alarmint?  increased  factor  In  the  failure  cif  each  ont»  of 
lliose  items  to  perform  even  at  the  price.  Labor  reports  will  undoubtedly  show 
the  per  cent  of  reduced  efficiency.  Fuel,  even  at  increased  prices,  was  almost 
unobtainable,  making  it  necessary  to  operate  periodically.  Priorities  for  lake 
shipments,  public  utilities,  and  the  domestic  order  carrle<l  the  same  ring  ns  nil 
such  orders  during  the  war.  ebsolutely  excluding  the  building  industry'.  Trans- 
portation, lack  of  equipment,  both  box  car  ami  open  top,  has  up  to  the  past  niontb 
been  probably  the  biggest  problem  to  the  entire  building  industr>% 

In  the"  face  of  these  conditions,  I  am  pleased  to  report  that  we  have  kept  our 
operations  supplied  at.  I  am  sure,  the  lowest  prices  In  the  country.  Coal  ha;* 
been  trucked  to  our  brick  and  tile  plants  and  ftnl.shed  materials  trucked  to  all 
parts  of  our  entire  county.  Cement  has  been  trucked  00  miles  to  the  jr^b,  nrMl 
it  has  also  been  trucked  from  Bufflngton,  Ind..  to  Indiana  Harbor,  ioadeil  on 
boats,  and  shipped  to  us  at  our  dock.  We  have  also  had  boats  carrying  coal  t»» 
Montreal,  bringing  cement  back  to  us,  and  distributed  to  our  trade,  covering  .^^ 
square  miles,  at  one  price.  I  might  mntlon  that  $4  net  was  the  highest  prlfv 
that  was  charged,  and  this  was  in  small  lots:  the  average  price  this  year  for 
cement,  delivered,  was  $3.25  net.  Plaster  and  lime  were  transported  by  lioat. 
rehandled  for  local  delivery,  and,  I  can  truthfully  say.  at  the  smallest  per  cent 
of  profit  made  by  the  dealer  In  years. 

In  taking  a  typical  modest  workman's  house,  as  submitted  to  tiio  maynr* 
housing  committee,  with  quantities  of  materials  furnished  !n  our  lino,  \t 
amounted  to  $196.11  in  1913.  while,  figured  at  the  highest  peak  of  pPice«,  amounts 
to  $48o.40 ;  the  estimated  cost  of  the  house  is  $6,000,  while  the  lot  is  valued  ux 
$1,000.  making  a  total  cost  to  the  owner  of  $7,000,  of  which  but  6*  per  retjt 
being  all  it  was  possible  for  us  to  supply.  I  am  sure  10  per  r*ent  net  profit 
is  the  very  highest  made  by  the  dealers,  and  6  to  7  per  cent  would  be  a  neairer 
average:  therefore  eliminating  all  profit  would  result  In  less  than  $50  saving 
to  the  owner. 

I  only  submit  this  in  justice  of  the  material  prices  nn  our  materials,  and  \\i«5t^ 
to  make  a  positive  statement  that  not  the  semblan<e  of  rollusion  can  lie  at- 
tributed to  us;  no  price  agreements  of  any  nature,  or  restricted  ilellverJe:*  of 
any  kind  in  agreement  with  manufacturers  of  material,  contractors,  or  latiop 
imions.  Efficient  production  and  economical  distribution,  in  .spite  of  the 
numerous  obstacles,  has  made  it  possible  to  keep  operations  mov?ng  and  prbvs 
low.  and  from  a  material  standpoint,  looking  into  the  future,  feel  snire  thnt 
with  the  railroads  rapidly  improving  in  tluMr  operations  and  ineivased  efpiip- 
meut,  as  well  as  a  freer  movement  of  the  proper  grn«!e  of  fuel,  it  wlli  allow  us 
to  produce  and  deliver  materials  promptly  which  will  contribute  to  the  fttabUi- 
zation  now  so  necessary.  Waiting  for  materials  to  be  delivered  has  been  very 
costly  in  construction,  and  in  many  cases  houses  that  could  be  complk^ted  In 
4  or  5  months  required  12  to  14  months;  money,  unused  materialsr,  nnd 
labor  were  all  retarded  to  the  detriment  of  the  owner.  We  as  a  company  ar»* 
vitally  interested  in  the  housing  situation,  and  appreciate  the  splendid  \\*«rk 
of  this  committee,  and  any  suggestions  or  recommendations  as  to  how  we  uiay 
better  do  our  part  will  certainly  get  our  entire  support. 

Quoted  prices  used  as  basis  for  increased  prices  is  imfalr  to  the  manufar- 
turcrs  and  dealers  in  many  commodities  who  absolutely  fulftHeil  all  of  their 
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fontraets.  regardless  of  the  tremeudoiis  lucrejises  of  cost.  I  do  not  know  of 
any  of  the  companies  we  ropfesent  who  did  n(»t  assist  us  hi  finding?  modes  of 
trausiKjrtatlon  and  facilities  to  deliver  tlieir  low  price  contracts.  We  pur- 
tliMsed  GO  box  cars  wliich  operated  between  plants  at  a  large  expense.  Our 
boat  shipments  and  trucking  showed  large  losses  to  us,  but  at  all  times  the 
phmt  price  applied  on  contracts.  Taking  the  reallze<l  prices  on  the  year's 
deliveries  proves  conclusively  that  I  he  large  responsil»le  companies  did  not  take 
advantage  of  us,  regardU»ss  of  the  opportunltit*s  olTere<l  on  new  purchases. 

During  the  war  and  also  after  the  armistice,  I  had  considerable  experience 
in  reviewing  the  costs  of  producing  flre-resisting  materials,  and  the  records  will 
bear  me  out  in  the  fact  that  increases  in  selling  prices  were  very  .small ;  in  fact, 
r<*strlctions  made  it  impossible  to  operate  only  for  Government  purposes,  out- 
side of  the  congested  Atlantic  areas  and  encampments.  Brick  and  tile  plants, 
quarries,  and  sand  plants  were  all  closed  down.  When  .shipyard  and  munition 
wi»rhers  returned  a  new  high  wage  was  established ;  overnight  the  peak  was 
reached,  and  the  elficiency  very  much  affected ;  cheap  fuel  of  grad<*s  necessary 
for  burning  were  lost  in  the  fuel  pools  that  made  it  necessary  to  accept  any- 
thing iw.s'sible,  and  with  the  lack  of  rail  equipment  It  furni.shed  discouraging 
<*onditions.  These  industries  had  no  encouragement  during  the  war,  and  the 
foiulitions  after,  when  building  was  resumed,  were  as  bad  if  not  worse.  Non- 
«\«:sentials  and  luxuries  flourished,  Inirning  coal  and  using  rail  equipment  and 
iiinterials  so  badly  needed  in  more  necessary  building. 

Trial  balances  and  sworn  statements  show  that  most  all  of  the  companies 
came  through  the  war  with  huge  deficits,  which  I  am  sure  have  not  been  made 
up.  Government  Income  reports,  I  am  sure,  will  reveal  the  truth,  that  the 
high  cost  of  a  completed  building  is  not  in  profits  of  the  manufacturers  or 
dealers  In  Cleveland.  Excess  transportation,  extremely  long  mileage  in  truck- 
ing, and  rehandling  and  unloading  absorbed  the  increases  in  wages. 

I  think  that  is  a  true  statement  of  conditions  here  in  Cleveland. 

The  Chairman.  Speaking  of  there  being  no  collusion  in  prices, 
isn't  it  a  fact  that  the  big  dealers  here,  the  material  men  handling 
brick,  cement,  lime,  and  sand,  all  sell  for  the  same  price? 

Mr.  EossiTER.  No,  sir.  I  think  perhaps  there  is  a  ti*emendously 
big  variation.  We  have  no  printed  list,  no  winking,  no  secret  agree- 
ments, and  we  belong  to  no  association. 

The  Chairman.  Is  that  so  with  cemtot  ? 

Mr.  R088ITER.  Yes,  sir;  absolutely.  We  puirhase  our  cement  and 
sell  it  at  whatever  price  we  care  to  sell  it. 

The  Chairman.  Isn't  there  a  fixed  price  on  cement  on  the  part 
of  the  manufacturer  ? 

Mr.  RossiTEH.  The  cement  prices,  Senator,  in  the  last  year  and  a 
half,  or  after  the  armistice — practically  every  cement  company  has 
had  a  different  price.  The  range  is  from  40,  50,  to  60  cents  a  barrel 
difference — practically  no  two  alike.  That  has  been  our  basic  price 
here  in  Cleveland. 

The  Chairman.  Isn't  there  some  cement  arrangement  by  which 
you  act  simply  as  agent? 

Mr,  RossrrER.  Yes;  we  are  agent  for 

The  Chairman.  Doesn't  the  cement  manufacturer  control  the 
price  you  shall  sell  at  ? 

Mr.  R068ITER.  No,  sir.  We  have  no  stated  price.  I  have  heard 
there  has  been  such  prices,  etc.,  but  in  Cleveland  we  have  had  no  set 
prices  whatever. 

The  Chairman.  So  your  price  is  fixed  by  your  concern  alone? 

Mr.  RossiTER.  Yes,  sir;  aosolutely.  We  have  had  a  variation  as 
hifrh  as  80  or  40  cents  a  barrel. 

The  Chairman.  You  might  sell  cement  to  somebody  at  one  price, 
and  to  Mr.  Miller  at  another  price  ? 
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Mr.  RossiTER.  Yesj  sir. 

The  Chairman,  x  ou  wouldn't  be  violating  any  agreement  or  sub- 
ject to  a  fine  by  any  organization? 

Mr.  RossiTER.  N'o,  sir ;  I  think  it  was  simply  a  case  where  every- 
body was  glad  to  huy  cement  any  place  he  could  get  it.  It  was  just 
H  matter  of  getting  it.  If  it  hadn't  been  for  the  cement  we  brought 
here  by  boat  Cleveland  would  have  been  that  much  shorter  by  25  or 
30  per  cent. 

The  Chairman.  What  are  you  selling  cement  for  now,  say,  in 
thousand-barrel  lots? 

Mr.  RossiTER.  Four  and  a  quarter.  That  includes  sacks,  f.  o.  b. 
cars. 

The  Chairman.  And  that  makes  a  net  price  of  how  much  ? 

Mr.  RossiTER.  Three  and  a  quarter. 

The  Chairman.  What  was  the  price  of  cement  in  11)16?  Do  you 
recall  ? 

Mr.  RossiTER.  1916?     Cement  sold  for  about  $2. 

The  Chairman.  Net?     Was  it  less  than  that? 

Mr.  RossiTER.  In  1913-14,  when  we  computed  the  figures  before 
the  war  and  after,  it  was  about  $1.52. 

The  Chairman.  With  50  cents  off  for  bags? 

Mr.  RossiTER.  No*:  at  that  time  it  was  $1.52  net.  At  that  time  it 
was  40  cents  for  bags,  and  then  bags  went  up  15  cents,  and  then  bags 
went  up  25  cents.  I  think  in  computing  a  lot  of  .these  figures  in 
Washington  that  Mr.  Miller  saw  that  some  of  the  professors  they 
had  there  confused  people  by  not  taking  into  consicleration  f.  o.  l> 
cars  and  delivered  on  the  job  and  the  rebate  on  sacks,  and  they  had 
percentages  running  up  to  a  hundred,  a  hundred  and  fifty,  and  two 
hundred  per  cent,  because  they  used  the  net  price  in  1913,  and  in  VJl^ 
they  dsed  a  gross  price,  and  they  had  a  price  delivered  on  the  job. 
and  in  the  1913  case  they  had  it  f .  o.  b.  cars. 

The  Chairman.  This  $4.25  net,  without  taking  the  bags  off,  that 
is  on  cars  t 

Mr.  RossiTER.  Delivered  on  the  job  in  carload  lots.  If  they  took 
it  from  the  warehouse,  that  would  be  $5;  that  is,  for  warehousiuL' 
and  delivery.  But  the  f.  o.  b.  cars — we  have  three  ways  of  making 
prices:  we  give  the  contractor  his  choice.  One  is  f.  o.  b.  cars,  an- 
other is  delivery  from  car  in  car  lots,  and  the  other  is  called  for  at 
the  warehouse.  So  he  has  any  one  of  three  choices.  Many  of  thf 
contractors  had  their  own  trucks  and  teams,  but  not  any  of  them  will 
go  and  get  the  stuff,  so  it  must  be  that  we  will  handle  it  cheaper 
than  they  will. 

The  Chairman.  Has  there  been  any  reduction  in  the  price  of 
cement  ? 

Mr.  RossiTER.  Not  as  yet. 

The  Chairman.  What  is  the  prospect? 

Mr.  RossiTER.  Given  the  opportunity  to  run  full  with  our  class  of 
material,  and  to  get  the  kind  of  coal  they  need,  and  to  be  able  to  get 
labor,  I  should  think  there  ought  to  be  a  reduction.  It  seems  to  me 
as  though  there  should  be. 

The  Chairman.  You  don't  manufacture  cement? 

Mr.  RossiTER.  No ;  we  do  not.  But  I  must  say  for  the  large  manu- 
facturers that  we  have  done  business  with,  that  take  contracts  for  a 
period  of  one  or  two  years,  which  they  have  done,  that  there  were  a 
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<ruo(l  many  thousand  barrels  of  cement  that  they  put  on  the  job  for 
a  great  deal  less  than  it  cost  them  to  make.  It  is  the  same  way  with 
<ommon  brick.  We  were  making  common  brick  for  months  at 
><*veral  dollars  a  thousand  more  than  we  were  putting  on  the  job, 
but  we  lived  up  to  every  single  contract  that  we  had.  oo  it  seems  to 
nie  the  only  fair  way  to  get  the  percentage  of  increase  would  be  to 
<ri*t  the  realized  price  that  they  get  on  the  total  production.  They 
M'em  to  take  a  high  price  to-day  anfl  the  low  price  in  prewar  days 
:in(l  then  take  the  percentage  of  increase;  but  the  fact  of  the  matter 
is,  and  I  think  it  is  literally  true,  that  the  manufacurers  of  cement, 
lime,  plaster,  brick,  tile,  and  so  forth,  have  shipped  all  of  their  con- 
tracts and  the  new  orders  they  have  taken  are  very  few.  I  would 
-*ay  that  the  peak  prices  in  Cleveland  have  been  25  per  cent;  the 
otjier  75  per  cent  has  been  old  contracts  that  they  have  been  filling 
Jill  the  time.  There  has  not  been  a  single  contract  that  our  company 
has  repudiated. 

The  Chairman.  Talking  about  common  brick,  what  is  tlie  price  of 
<'on)mon  brick  to-day? 

Mr.  RossiTER.  Common  brick  in  Cleveland,  our  grade  of  common 
biick — which  is  a  great  deal  different  than  most  of  the  cities — Chi- 
<ago  brick,  for  instance — the  selected  brick  is  $25;  kiln,  $23.50  and 
>2\ :  $25  delivered  on  the  job,  anywhere  in  this  88  square  miles.  A 
man  can  get  it  delivered  practically  anywhere  in  Cuyahoga  County, 
<U»livered  on  the  job  in  wagon-load  lots,  1,300  bricks. 

The  Chairman.  If  you  take  it  5  miles  or  1  mile  it  is  the  same  price  ( 

Mr.  RossiTER.  The  same  price.  We  have  purposely  put  that  in: 
oiir  city  has  been  moving  out  so  that  the  home  builder  can  get  it  at 
the  same  price  that  he  could  down  at  the  public  square. 

The  Chairman.  Hasn't  the  price  of  brick  gone  down  the  lust  few 
months  ? 

Mr.  RossiTER.  No.  We  have  closed  several  plants  up  the  last  f(»\v 
weeks  on  account  of  the  coal  situation.  We  have  hauled  coal  from 
all  over  town  trying  to  keep  the  plants  running. 

The  Chairman.  What  is  the  matter  with  your  coal  ? 

Nfr.  RossiTKR.  The  priority  order  for  lake  shipments;. then  the 
l»iiblir  utilities.  The  manufacturer  of  brick,  tile,  and  cement  ha^ 
iH'\er  bcN'n  nuMiti<ine(l  in  anv  prioritv  order  that  I  have  ever  mmmi. 

riie  Chmkman.  You  ha\e  had  to  ])ay  how  much  for  coal  ^ 

Mr.  RossiTKK.  As  high  as  eight  and  a  half  at  the  plant,  and  as 
\i\ish  as  eleven  or  twelve  dollars  delivered  in  Cleveland,  and  then 
t.ike  any  kind  of  coal  vou  could  get.  We  have  to  nse  (^ami)ridge 
iiiul  from  the  Cambridge  district:  it  has  a  long  flame:  and  then 
ulien  we  take  other  grades  of  coal  we  take  it  at  a  big  loss  in  pro- 
tht'-tion. 

The  Chairm.\n.  Have  you  any  suggestion  to  make  to  stimulate 

l»iiiMin£r^ 

Mr.  IlossiTKR.  I  think.  Senator,  that  the  natural  conditions  that 
ui«  are  now  facing  is  goinjr  to  remedy  a  great  deal  of  that.  1  ilon't 
l.flie^e  that  the  [niblic  at  large  have  any  idea  of  the  trials  and 
friiiulation^  that  the  huihiing  industry  has  jjone  throuirh.  Not  a 
-jfiirle  prioritv  or  onler  «)f  anv  kind  has  taken  into  consideration 
I'm*  huilding  industry  in  Cleveland.  ^^  e  had  the  steel  strik*',  and 
tl»»-ii  we  had  the  coal  strike  and  the  sw  itchinenV  strike. 
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Mr.  Miller.  Have  you  made  any  contracts  for  coal  this  latit  year* 

Mr.  EossiTER.  That  is,  1920  ? 

Mr.  Miller.  Yes. 

Mr.  KossiTER.  Yes;  we  did. 

Mr.  Miller.  Were  those  contracts  carried  out? 

Mr.  RossiTER.  Two  of  them  were  not,  and  two  others*  I  think, 
made  an  honest  effort  to  do  it. 

Mr.  Miller.  None  were  carried  out  ? 

Mr.  RossiTER.  Well,  we  got  some  coal  on  one  of  our  contracts; 
but  if  the  Interstate  Commerce  Commission  would  say  to  us  that  we 
must  give  brick  to  some  new  job  at  $25  a  thousand,  and  we  don^t 
have  to  give  any  on  the  $15  contract  that  we  have,  it  would  be  an- 
other thing;  but  when  they  said  they  must  make  shipments  to  the 
lake  at  a  price  higher  than  our  contract  they  had  a  very  good  excuse 
for  not  making  deliveries  to  us;  and  that  has  been  the  case  of  my 
observation,  and  it  has  almost  been  a  raise  in  price  by  compulsion 
in  a  good  many  cases  in  some  of  the  Government  rulings. 
'   Mr.  Miller.  You  had  to  pay  about  $3  to  $1  to  get  your  coal 

Mr.  RossiTER.  We  were  glad  to  get  it. 

Mr.  Miller.  Over  and  al)ove.  what  you  had  to  pay  for  it  had  the 
contracts  been  carried  out  ? 

Mr.  RossiTER.  Yes.  We  were  mighty  glad  to  get  it,  to  keep  the 
kiln  going  so  it  wouldn't  go  out  on  us. 

The  Chairman.  The  coal  was  available  at  the  price.  You  couM 
get  coal  if  you  paid  for  it? 

Mr.  RossiTER.  I  presume  perhaps  you  could.  We  were  fortunate. 
We  turned  two  of  our  kilns  over  to  oil  burning.  During  the  winter 
we  had  to  close  down  some,  but  in  the  summer  we  were  able  to  burn 
some  gas,  and  that  helped  us.  We  even  Avent  as  far  as  burning  pitch. 
It  was  a  tremendous  cost,  but  we  had  these  jobs  and  a  lot  of  money 
was  tied  up  in  them,  and  we  made  every  effort  we  could.  But  1 
think  the  material  people  in  Cleveland,  as  far  as  I  know,  have  got  a 
clean  bill  of  health,  and  I  say  that  without  any  fear  of  contradiction, 
because  our  grand  jury  investigated  the  conditions  and  had  our 
books,  costs,  re(^ords,  and  so  forth,  and  the  chamber  of  commerce 
made  an  investigation,  and  we  brought  in  all  of  the  data  in  the 
mayor's  housing  committee,  so  w-e  have  had  enough  investigations. 
But  we  were  glad  to  do  it,  that  we  were  able  to  come  to  the  public 
in  the  proper  way,  so  that  they  really  felt  confident  that  there  was  no 
profiteering  going  on ;  but  I  think  they  have  been  befuddled  by  some 
lellows  saying,  "There  is  profiteering  going  on,  but  it  isn't  me^*^  As 
a  matter  of  fact,  they  are  not  familiar  enough  with  the  building  in- 
dustry to  know  that  probably  it  has  been  the  lowest  price  industry 
in  the  country.    The  material  man  hasn't  had  a  chance  to  profiteer. 

The  Chairman.  Proceed,  Mr.  Van  DeBoe. 

STATEMENT  OF  ME.  H.  HOBEBT  VAN  SeBOE,  PBESIDENT,  CLEVB- 

LAND  BEAL  ESTATE  BOABD. 

The  Chairman.  Mr.  Van  DeBoe,  I  believe  you  are  president  of  the 
Cleveland  Real  Estate  Board? 
Mr.  Van  DeBoe.  Yes,  sir. 

The  Chairman.  That  is  an  organization  of  realtors? 
Mr.  Van  DeBoe.  Yes,  sir. 
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The  Chairman.  Sort  of  a  mutual  organization,  I  assume,  for  the 
lienefit  of  each  other  and  for  the  benefit  of  the  business  community  ? 

Mr.  Van  DeBoe.  For  the  benefit  of  the  business  community  and 
to  maintain  the  ethics  of  the  profession  along  the  line  of  the  attorneys 
associated  in  a  bar  association.    There  is  no  business  relation  at  all. 

The  CHAIR3IAN.  Yes;  to  encourage  good  practices  in  business  and 
to  keep  out  the  undesirables.  We  will  be  glad  to  hear  anything  you 
have  to  say  on  this  subject. 

Mr.  Van  DeBoe.  I  was  led  to  believe,  Senator,  that  practically 
the  only  thing  you  wanted  from  the  real  estate  board  was  a  dis- 
cussion of  land  values  in  Cleveland.  I  prepared  a  report  here,  which 
can  be  turned  over  to  the  committee.  The  costs  in  producing  land, 
the  average  building  lot,  with  no  specific  lot  in  mmd,  keeping  in 
mind  the  average  building  lot,  we  will  say  40  by  120,  irrespective 
nf  location,  anywhere  around  the  city,  has  increased:  the  cost  of 
manufacture  about  100  per  cent;  and  the  cost  of  acreage  itself 
has  increased  a  hundred  per  cent,  which  is  a  perfectly  natural  cause 
in  the  growth  of  the  city.  In  a  lot  the  labor  of  grade  improvement 
\Y()rk,  tliat  cost  has  increased  perhaps  1S7  per  cent.  The  total  cost 
of  a  buihling  site  t()-(Uiy  is  about  100  per  cent  greater  than  it  was 
in  1914,  which  is  an  average  normal  six-year  development  cost. 

The  Chairman.  The  report  will  be  printed  in  the  record. 

(The  report  referred  to  !)y  Mr.  Van  DeBoe  is  here  printed  in  full, 
as  follows:) 

Tkm)KNcy  of  Land  Vamks  in  thk  <'LKVKr.AM)  Mktropoi.itan  District. 

Tlie  question  of  the  relation  of  land  vnUu's  to  housing  Involves  only  that  type 
of  land  generally  classified  as  rosldenc  proi>erty,  and  consequently  this  dis- 
iMissIon  will  confine  itself  to  that  partloulnr  tyix*.  excludlnp  from  any  figures 
«>r  statements  or  conclusions  property  available  for  business,  nmnufacturiiif:,  or 
fHibllc  works. 

Allotment  operators  of  the  Cleveland  Real  Estate  Board  have  been  consulted, 
nud  an  earnest  attempt  has  been  made  to  pet  at  and  prest'iit  to  the  Senate 
•  ninnilttee  Invest iL'atin;:  housinji  conditions  basic  facts  conncn-ted  witli  the  prnduc- 
iT'ff  of  a  suitable  bulldlnic  lot  in  Pleveland. 

Ill  iirefMMiliHir  this  brirf,  ii  is  well  before  proetMMlInp  to  define  the  term  *'  build- 
ing lot"  as  used  herein.  No  specific  building  lot  is  in  mind,  but  ratiier  there 
b:jH  lM?en  creatwl  for  the  purpo-se  of  discussion,  from  information  furnished  by 
rppreiientatlve  members  of  the  Cleveland  Ueal  Estate  Board,  an  average  or  com- 
[Hwiti*  •'buihling  lot'*  of  that  type  generally  referred  to  as  medluui-priced 
iToikerty,  which  Is  the  class  In  which  probably  70  per  cent  of  the  population  is 
•.riiercste<l. 

It  Is  the  cost  of  nninnfjuturin;;  fmni  niw  l:ind  a  biiildin*.,'  lot  rcsidy  t'nv  the 
••  ihlMf  to  break  ground  on  ns  compared  wltli  the  rost  in  11)14  witli  which  this 
irt  <'!e  deals,  and  resales  and  s]itvHi('  instanrrs  of  valiu-  due  to  a  whim  c»f  the 
'«  r.  ♦T  are  disregarde<l. 

'Iho  fiillowing  j^enrriil  obs4»rvMtio:is  jn* »  made  as  beinir  tirst  in  order. 

1  The  term  "open  market  "  is  ai)plicaM<»  in  a  fuller  nie.ining  to  price  of  the 
'>ih<tltig  lot  than  to  any  otlur  ileni  conntvted  with  lM»usin;i  in  Cleveland.  The 
].r  !•>•  nf  money  is  fixed  and  further  approved  by  statute.  The  priee  of  first- 
»(    'r- L'nire  moni'V  and  of  second-mortunire  momy   is  «>sinl»li^lnMl.     The  priee  of 

•.»r  H  defineii.  Lumber  and  nftiterijii  prices  relbn-t  an  uiieMimy  nnaiiiniity. 
■"I-  two  \nrlal»Ies  In  )n»ij^in;:  seem  t<»  be  tlie  conti actor's  profit  and  tlie  cost 
.f  iit«-  laiilifinu  ^Ife.     The  tir<t   is  not   under  discussion.     The  latter  is  still  and 

,»;»%••  will  be  h«'ld  down  by  what  is  rn«lely  term*"!  *'eutt'iroMt  enm])efitlon.'* 

•J.  i'it^x^  of  manuf.icture  of  <lniil:ir  bur  dilTereiitly  lo<'nt«Hl  buildinir  lots  are 
t..ri«  \iiriabe  than  ci>st  of  nuinufacture  of  other  simil.ir  articles.  One  tract  of 
'  »•  .!  lid  may  b«  le\ei  and  possess  sundy  soil,  anotlur  may  nHjuIre  extensive 
n*  'J.  nntl  lllllng  atid  th**  drlvln;:  of  water  and  sewi»r  thnui^h  rjH*k. 
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d.     It  has  btvn 

oinmittee  In  every 

ai<^t   «Tid  exchaniH.! 

such  confidences    It 

w  nature  ever  prepaml. 

ots  ^n  average  condition 

^  this  table  Is  merely  thi-f 

ip  a  real  estate  development 


iixUxng  lot.  tiiJ^'1920, 


Mr.  MiLLKK.  Have  you  made  any  contracts  for  coal  this^' 
Mr.  R0S8ITER.  That  is,  1920?  ■ 

Mr.  MiLLEK,  Yes. 
Mr.  KossiTER.  Yes:  we  did. 
Mr.  Miller.  Were  those  contracts  earned  out  i 
Mr.  EossiTER.  Two  of  them  were  not,  and  two 
made  an  honest  effort  to  do  it. 

Mr.  Miller.  None  were  carried  out  ? 
Mr.  Rossiter.  Well,  we  got  some  coal  on  on 
but  if  the  Interstate  Commerce  Commission  wo' 
must  give  brick  to  some  new  job  at  $25  a  th' 
have  to  give  any  on  the  $15  contract  that  we 
other  thing;  but  when  they  said  they  must 
lake  at  a  price  higher  than  our  contract  the' 
for  not  making  deliveries  to  us;  and  that 
observation,  and  it  has  almost  been  a  ra 
in  a  good  many  cases  in  some  of  the  Gov' 
•   Mr.  Miller.  You  had  to  pay  about 
Mr.  EossiTER.  We  were  glad  to  get  • 
Mr.  Miller.  Over  and  above  what 
contracts  been  carried  out  ? 

Mr.  EossiTER.  Yes.    We  were  m 
kiln  going  so  it  wouldn't  go  out  or 

The  Chairman.  The  coal  was 
get  coal  if  you  paid  for  it? 

Mr.  EossiTER.  I  presume  per  _ 

We  turned  two  of  our  kilns  o" 
we  had  to  close  down  some,  1 
some  gas,  and  that  helped  us 
It  was  a  tremendous  cost,  1 
was  tied  up  in  them,  anr" 
think  the  material  peopU 
clean  bill  of  health,  and 
because  our  grand  ju 
books,  costs,  rei^ords, 
made  an  investigati' 
mayor's  housing  co 
But  we  were  glad    , 
in  the  proper  way 
profiteering  goin 
fellows  saying, ' 
a  matter  of  f  ac 
dustry  to  kno^ 


n* 


1914  value 
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1914-1920. 
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f         ^Q?]v,  The   utilities   are   extremely   laggard   in    following   the 

f^y  ^ty.  *'•  waging  a  franchise  fight,  is  malting  no  extensions. 

^^'  <My  ^1.  *«  adopted  a  plan  to  add  Id  the  cost  of  a  house  by 

^  <^»    ^^  "  ,iy.  ''snry  to  carry  the  current  to  a  new  house. 

.^/*^%^  *^^<^  "^  ''uarily  to  a  discussion  of  land  values  in 

//,    ^/'//  ^i<^*=»  /V  ^>>v  '***'  or«auizatiuns  the  problems  of  the 

''^     ^iL^^  "^^J^S^^. .  'V  wever,  it  is  desired  to  call  atten- 

'*^;  •/%J^'^'o7^or^r>  '  ^^'^'^^  ^^*^^  ^^^^  Government  must 

•/    '^^    ^^^:>>»     <51.    <4^  '*''^  /^  ^^'*i^  prepared  by  this  board 

^  m/,^"^     ^/^  '^'V    ^     ''-^ '^y^'^'^^^te  *^  i**  creating  a  serious  menace 

"^//V— *"^/^^'^.^>^^v  ''^V^-^r>'^'>  -  ^^^  people  of  the  State  of  Ohio 

X' fj'^^Vf,        -  * -'^r  ^^ /,,  ^^'*j:    ^V/v'  iunciug  of  industry,  transportation, 

?v  *  '^"^P^.  *^A/ '    -^.  *^^4/-  *  .      i^re  and  more  difficult  to  market  real 

>r>^<%T    '^i  ^/            ^'*/>    ^  t^^e  banks  and  trust  companies  with  the 

•V  ^^^^^'^<i,*'^  A>^         '  ''<^                 ibly  constantly  lessen  their  ability  to  care 

-  ./  ^^.^;.    >\^-''»  •^e^  y^^/^  'ig:  Therefor^  be  it 

/  /  ):  ^  /<\  ..  ^'^    ^  qC^^  'I  0/  Real  Estate  Boards  in  convention  assem- 

/  ,-\  '   -^u     'I'/i^  'vy /^  lature  of  the  State  of  Ohio  to  send  a  memorial 

.:  .    '  ^•'.  .-^-f,,  "^  -^^   ^  »  States  petitioning  It  to  enact  such  legislation 

,^, '  *•■  V* .  */ -.>j^^"  ^'^/v     •.  lusion  of  the  rediscount  privilege  for  real  estate 

'.•''"  ^      V^    -^  I  of  the  Fe<leral  Reserve  System,  and  that  a  copy 

'  - .    ^'^K      "*js-^  *  '^'  arded  to  the  governor  of  the  State  of  Ohio  and  to 

>       -  ,     »A  ""  s  ucant  land,  on  the  whole,  has  increased  100  per 

'   ^  '  \^  'OK.  One  hundred  per  cent, 

'    ,.        ^f  -AN.  A  lot  that  you  could  formerly  bu}'  for  a  thousand 

.ow  have  to  pay  two  thousand  fort 

DeBoe.  That's  just  it    The  average  building  lot,  with 
vements  except  paving,  in  1914  possibly  would  run  $800; 
uns  $1,600. 
Chairman.  Has  there  been  a  fairly  active  market  for  vacant 
during  the  past  two  years? 
ir.  Van  DeBoe.  Of  course,  during  the  war  there  was  practically 
}  market.    This  spring  there  was  a  very  active  market.    During 
^uly  and  August,  which  is  always  a  dull  period,  the  market  feu 
*»([.  but  the  market  is  again  picking  up  in  vacant  land.     It  seems 
til  be  very  healthy. 

The  Chairman.  Just  now  there  is  a  demand  for  vacant  land? 
Mr.  Van  DeBoe.  The  demand  has  started  again — increased. 
Tlie  Chairman.  It  looks  to  you  as  though  some  people  may  be 
inftting  ready  to  take  advantage  of  the  lowering  of  prices  of  build- 
ing material? 

Mr.  Van  DeBoe.  I  don't  know.  Senator,  whether  this  winter  will 
r*f  u  gcKxl  time  to  build  or  not — to  take  advantage  of  the  slackening 
4%{  the  demand  for  labor.  A  good  many  contra<'tors  have  completed 
their  work,  and*  mi<rht  be  able  to  get  a  favorable  contract.  That 
niay  have  quite  a  little  bit  to  do  with  it.  Building  in  this  city, 
f  }Mnigh,  as  I  pet  it  from  members  of  the  real  estate  board  who 
f  .uild,  is  practically  deadlocked. 

Vou  asked  some  gentleman  here  how  Cleveland  is  built.  I  should 
•  mai^ne  Cleveland  is  built  50  per  cent  by  the  contractor  who  builds 
in   irronps  for  sale,  for  the  market,  and  practically  r>()  jum-  cent  by 
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3.  Residential  property  in  Cleveland  is  cheaper  than  property  ut  slraimr  tjT)t' 
and  advantages  in  other  cities  comparing  with  Cleveland  in  size. 

4.  Land  values  are  the  only  value  of  all  the  comnJoditles  offered  the  buylug 
public  which  do  not  reflect  the  depreciated  dollar.  There  was  no  Inflation  of 
value;  in  fact,  there  was  scarcely  the  normal  peace-time  increase  incideut  to 
the  growth  of  the  city.  Cleveland,  of  all  the  major  cities,  has  never  had  ft 
land  boom.  In  consequence  there  is  nothing  to  be  deflated,  either  in  the  wny  of 
a  land  boom  or  a  deceptive  money  standard,  as  far  as  building  lots  are 
concerned. 

5.  Wholesale  prices  of  'acreage  are  increasing  at  a  faster  rate  than  retail 
prices  of  building  lots,  until  that  point  has  now  been  reached  where  In  the 
opinion  of  members  of  the  real  estate  board  who  develop  property  a  sharp  rise 
in  the  retail  price  must  take  plnce  or  it  will  be  more  attractive  to  Invest  thoir 
mcjney  in  some  good  '*  7  per  cent  preferred." 

A  table  is  submitted  herewith  showing  elements  making  tip  cost  of  mnnu- 
facture  of  a  building  lot,  and  it  is  requested  that  this  table  be  regarded  as 
confidential  until  released  by  the  Cleveland  Real  Estate  Board.  It  has  been 
the  desire  of  the  members  of  the  board  to  assist  the  Senate  committee  in  everj' 
way  possible.  With  that  end  in  view  competitors  have  met  and  exchanpwl 
confidences  as  never  before,  and  this  table  is  a  result  of  such  confld^ces.  It 
is  our  belief  that  this  table  is  the  first  one  of  Its  exact  nature  ever  prepai^eii 
and,  while  not  applying  to  every  individual  case,  reflects  ^n  average  condition 
The  reason  for  requesting  the  privilege  of  releasing  this  table  is  merely  that 
ft  might  be  considered  a  good  formula  for  conducting  a  real  estate  developraeni. 

Comparison  of  element h  in  cost  of  a  buiJdinfj  lot,  WJif-1920. 


Raw  land 

Eneineerinx 

Labor  (unsKilled) 

Teams 

Stone  sidewalks.. 

Sewer , 

Water 

Cinders 

Trees 

Title 

Carrying  charges. 

Selling 

Advertising 

Overhead 

Incidental 

Total 


1914  value 

of  element 

in  total  cost 

of  100. 


$37,600 

.781 

3.630 

3.605 

4.3r 

4.046 

2.761 

.264 

.190 

.608 

0.365 

18.283 

3.040 

8.500 

3.000 


100.000 


Percentage 

increase  of 

each  element, 

1014-1920. 


1920  value 
of  element. 


100 

$75.  aw 

150 

i.>a 

188 

10.3)6 

166| 

9.413 

ISO 

10.  w« 

230 

11  m: 

2S» 

9.«M 

50 

.•Wb 

110 

.m 

50 

.912 

SO 

14.  m: 

334 

24.377 

100 

6.mfl 

100 

17.000 

100 

f,«H 

199  M3 


I  Including  25  per  cent  less  efficiency. 

This  table  .«5hows  tlisit  to  reproduce  now  the  same  buitdimr  lot  which  in  IJ^H 
cost  JS^OO  would  require  nn  «'\ppnditnre  of  .Sl.fiOO, 

CONCLUSIONS. 

Available  property  .*<uitable  for  subdividing  in  the  metropolitan  (Mevel:ni»l 
area  is  rapidly  being  used  up.  This  will  by  a  natural  law  tend  to  continualh 
force  prices  upward,  unless  mon>  land  is  made  available.  The  following  (^i"- 
ments  are  offered  as  being  helpful : 

1.  (J renter  eJ'te union  of  transportation  favilities. — Cleveland  depends  on  s<«r 
fare  car  lines,  and  naturally  people  congest  along  these  lines.    Extension  of  5<nr- 
face  lines,  subways,  and  commuting  service  on  steam  lines  would  oi>en  up  crt>iii 
tracts  of  suitable  land. 

2.  Extension  of  sewer  moiyis. — Every  political  subdivision  in  the  county  I^ 
slow  in  assisting  the  development  work. 

3.  Extension  of  wafer  mains. — This  service  is  nowhere  near  as  bad  as  tht' 
sewer  facilities,  but  this  department  of  the  municipality  has  recently  adde<l  t«' 
the  cost  of  new  building  sites  by  making  a  direct  charge  for  their  mains. 
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4.  Public  utilities. — The  utilitieH  are  extremely  laggard  in  following  the 
biilliler.  The  gas  company,  waging  a  franchise  fight,  is  making  no  extensions. 
Th**  electric  light  company  has  adopted  a  plan  to  add  to  the  cost  of  a  house  by 
<*har;ring  for  poles  and  wires  necessary  to  carry  the  current  to  a  new  house. 

This  digest  has  been  confined  primarily  to  a  discussion  of  land  values  Ui 
\\\^\r  relation  to  housing,  leaving  to  other  organizations  the  problems  of  the 
i-onstruction  of  building.  In  concluding,  however,  it  is  desired  to  call  atten- 
tltui  to  the  b«»lief  of  the  (Meveland  Real  Estate  Board  that  the  Government  must 
ns<!st  in  financing  homes.  The  following  resolution  was  prepared  by  this  l)oard 
:iiHi  approved  by  the  Ohio  State  Association  of  Real  Estate  Boards  in  i*ecent 
annual  convention : 

Whereas  the  housing  sh(»utage  of  the  present  time  is  creating  a  serious  menace 

to  the  moral,  physical,  and  social  welfare  of  the  people  of  the  State  of  Ohio 

and  the  country  at  large;  and 
Whereas  the  enormous  demands  for  the  financing  of  industry,  transportation, 

«nd  foreign  Investment  are  making  it  more  and  more  difficult  to  market  real 

•***tate  securities:  and  » 

Whereas  the  increasing  afiiliatiou  of  State  banks  and  trust  companies  with  the 

Federal  Reserve  System  will  Inevitably  constantly  lessen  their  ability  to  care 

for  tlie  necessities  of  home  building :  Therefor^  be  it 

Resolved  by  the  Ohio  Association  of  Real  Estate  Boards  in  convention  assem- 
hied.  That  they  request  the  legislature  of  the  State  of  Ohio  to  send  a  memorial 
to  the  Congress  of  the  United  States  petitioning  it  to  enact  such  legislation 
a.K  will  make  possible  the  inclusion  of  the  rediscount  privilege  for  real  estate 
•iecurlties  under  the  control  of  the  Fe<leral  Reserve  System,  and  that  a  copy 
of  this  resolution  be  forwarded  to  the  governor  of  the  State  of  Ohio  and  to 
each  member  of  its  legislature. 

The  Chairman.  Vacant  land,  on  the  whole,  has  increased  100  per 
<vnt? 

Mr.  Van  DeBoe.  One  hundred  per  cent. 
•  The  Chairman.  A  lot  that  you  could  formerly  buy  for  a  thousand 
dollars  you  now  have  to  pay  two  thousand  for? 

Mr.  Van  DeBoe.  That's  just  it.  The  average  building  lot,  with 
all  improvements  except  paving,  in  1914  possibly  would  run  $800; 
it  now  runs  $1,600. 

The  Chairman.  Has  there  been  a  fairly  active  market  for  vacant 
land  during  the  past  two  years? 

Mr.  Van  DeBoe.  Of  course,  during  the  war  there  was  practically 
no  market.  This  spring  there  was  a  very'  active  market.  During 
July  and  August,  which  is  always  a  dull  period,  the  market  fell 
off.  but  the  market  is  again  picking  up  in  vacant  land.  It  seems 
to  l)e  very  healthy. 

The  Chairman.  Just  now  there  is  a  demand  for  vacant  land? 

Mr.  Van  DeBoe.  The  demand  has  started  again — increased. 

Tlie  Chairman.  It  looks  to  you  as  though  some  people  may  l)e 
t:<*lting  ready  to  take  advantage  of  the  lowering  of  prices  of  build- 
in  ir  material? 

Nfr.  Van  DeBoe.  I  don't  know.  Senator,  whether  this  winter  will 
lit»  a  good  time  to  build  or  not — to  take  advantage  of  the  slackening 
«»f  the  demand  for  labor.  A  good  many  contractors  have  completed 
tlifir  work,  and' might  be  able  to  get  a  favorable  contract.  That 
rimy  have  miite  a  little  bit  to  do  with  it.  Building  in  this  city, 
rlitiugh,  as  1  got  it  from  members  of  the  real  estate  board  who 
I. II i Id.  is  practically  deadlocked. 

Vou  asked  some  gentleman  here  how  Cleveland  is  built.  I  should 
imagine  Cleveland  is  built  50  per  cent  bv  the  contractor  who  buil<ls 
in  groups  for  sale,  for  the  market,  and  practically  ')()  jhm*  cent  by 
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individuals.  Cleveland  is  a  great  town  for  double  houses,  an«l 
during  normal  yeare  here,  before  the  war,  a  man  would  start  out— 
I  am  talking  about  the  medium-priced  house,  the  workingman^s 
house — and  he  would  figure  it  was  very  good  business  on  his  part  to 
build  two  halves  to  his  house  and  let  the  other  fellow  help  pay  for  it. 
There  were  contractors  in  the  business  at  that  time  who  built  possibly 
5  or  10  houses  a  year;  they  were  carpenter  contractors — first-class 
carpenters,  with  two  assistants.  And  they  did  a  good  deal  of  work 
around  Cleveland  when  they  could  be  financed.  Finance  tightened 
up  and  they  couldn't  go  ahead.  There  were  a  lot  of  large  buildintr 
contracts  in  the  city,  and  those  men  went  back  to  the  saw  and  the 
hammer. 

The  Chairman.  And  these  men  usuallv  sold  at  a  reasonable  profit, 
didn't  they? 

Mr.  Van  DeBoe.  The}^  did;  yes.  The  average  profit  on  a  house 
was  about  $500. 

The  Chairman.  And  they  would  take  that  and  build  a  couple 
more  and  make  just  a  little  more,  and  so  on.  Those  were  healthy  men 
to  have  around. 

Mr.  Van  DeBoe.  Yes ;  they  were. 

The  Chairman.  And  now  they  are  out  of  Imsiness  altogether? 

Mr.  Van  DeBoe.  Out  of  business  altogether.  The  Cleveland  Real 
Estate  Board  has  no  particular  idea  for  stimulating  building,  but 
anything  that  we  coula  do  to  satisfy  the  public^  if  there  is  a  demand 
for  building,  and  to  bring  back  that  type  of  contractor  on  tin* 
market,  we  will  be  glad  to  do. 

The  Chairman.  1  know  the  type  very  well,  nnil  they  are  verv 

^         ^ 

Mr,  Van  DeBoe.  Cleveland  has  been  very  largely  Ijuilt  by  that 
type.  The  other  type  of  people  have  been  waiting  for  the  regular 
builder,  building  for  the  market.  Thev  are  in  a  position  right  now 
where  thev  won't  buy:  they  are  dea(^locked.     The  contractor  has 

•  •      •  •    •  _ 

stopped  building.  I  know  some  members  of  the  Real  Estate  Board- 
one  member  who  has  built  here  for  several  years,  one  of  tlie  old-line 
companies,  that  used  to  build  a  house  for  $4,000;  that  type  of  house, 
a  six-room  house,  now  costs  $8,000.  He  has  for  sale  about  20  of  those 
houses  at  $8,000,  and  he  tells  me  he  has  actually  spent  $7,700  on  those 
houses.  Of  course,  that  profit  is  not  keeping  him  in  business,  and 
he  can  not  sell  them  at  that  price. 

The  Chairman.  I  would  advise  him  to  sell  under  cost  and  get  rid 
of  them  rather  than  let  it  go  too  far.  Of  course  that  man  has  to 
compete  with  every  house  already  built.  The  builder  who  builds 
under  present  conditions  undertakes  a  very  great  risk.  The  man  who 
manufactures  shoes  only  competes  with  those  shoes;  the  same  with 
clothing  and  furniture,  and  things  of  that  character;  but  the  man 
who  builds  a  house  competes  with  every  house  already  constructed ; 
houses  are  built  to  last  a  hundred  years.  He  has  to  rent  all  the  oM 
ones  up  to  his  new  cost  before  he  can  sell  his.  That  makes  hi.s 
problem  exceedingly  difficult. 

Mr.  Van  De  Boe.  The  attitude  here  is,  Senator,  that  the  risk  is 
too  great;  that  it  is  better  to  let  it  alone,  as  Mr.  Goff  stated.  We 
thought  in  the  spring  there  was  a  great  demand,  and  there  doej^n*t 
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seem  to  be  the  demand.  There  is  a  great  amount  of  talk  about  the 
supply  of  houses  greater  than  the  demand  bringing  down  rents, 
and  things  of  that  kind,  and  there  was  an  awful  rent  agitation,  and 
to  relieve  the  pressure  it  was  thought  the  people  would  want  houses. 

The  Chairman.  Is  there  any  evidence  of  a  reduction  in  rents? 

Mr.  Van  De  Boe.  Not  to  my  knowledge.  As  far  as  I  personally 
know,  there  have  been  some  cases  in  Cleveland  of  greatly  increased 
rents.  The  average  rent  in  Cleveland — and  by  that  I  mean  75  per 
cent  of  the  rental  property — I  don't  think  has  increased  over  actual 
cost — that  is,  cost  of  upkeep,  increased  cost  of  carrying.  There  have 
been  some  very  flagrant  cases.  It  is  like  the  man  that  commits 
murder;  he  is  held  up,  and  the  other  good  members  of  the  com- 
munity you  never  hear  anything  about.  And  I  think  that  is  the 
condition  here;  there  have  been  some  very  flagrant  cases  of  rent 
profiteering.  Hie  general  average  of  rents,  I  think,  is  in  keeping 
with  the  rise  in  costs. 

The  Chairsian.  Have  you  heard  of  more  or  less  doubling  up, 
of  two  families  living  where  one  used  to  live  ? 

Mr.  Van  De  Boe.  When  people  feel  that  they  can't  afford  to  buy 
u  house  of  their  own  and  spread  out,  they  will  make  the  best  of  the 
circumstances,  naturally.  I  know  from  personal  observation  in  sev- 
eral places,  in  what  we  call  the  industrial  districts,  around  factory 
«ihop  areas,  thev  are  converting  double  houses  into  triple  houses  bv 
knocking  two  (formers  in  the  attic  and  finishing  it  with  wall  board. 
In  driving  around  the  city  I  have  seen  numerous  instances  of  that, 
and  they  are  possibly  confining  them  to  three  rooms  where  their 
natural  dictates  prefer  to  have  six  rooms. 

The  Chairman.  Do  you  have  any  suggestions  to  nuike  that  would 
Ke  helpful? 

Mr.  Van  DeBoe.  The  question  arose  this  morning — Senator  Pom- 
frene  asked  some  of  the  people  that  were  testifying  if  they  thought  it 
would  be  a  good  idea  to  take  the  tax  off  of  mortgages  and  put  an 
aiuf^ndment  to  the  constitution.  There  is  such  an  amendment  in  the 
constitution  of  Ohio.  It  was  passed  and  carried  by  the  peoph*  two 
years  ago,  known  as  the  Shinn  amendment.  This  amendment  has 
lM'i*n  in  the  constitution  for  two  vears,  and  no  action  has  been  taken, 
thai  is,  no  statute  has  been  enacted  under  it.  The  Ohio  As-^ociation 
of  Keal  Estate  Boards  has  addressed  a  memorial  to  the  State  letri'^- 
l.'iture  and  to  the  governor,  requesting  them  to  frame  and  enact  a 
-latute  in. compliance  with  that  amendment,  which  we  believe  will 
Iirlp  to  some  extent.  Also  at  our  State  convention  in  Canton  verv 
riM-*'ntly  we  were  seriously  studying  the  bill  known  as  the  Calder  i)ill, 
and  we  are  very  much  in  favor — the  whole  State  association — of  >oine 
sui-li  bill — a  bill  along  those  linos. 

The  Cii\iUMAN.  Do  vou  refer  to  the  bill  in  reference  to  home  loan 

Mr.  Van  DkBok.  Home  loan  banks.  We  think  possibly  that  will 
}»rovide  fnn<l.i  for  the  people  here,  not  the  builder,  but  the  ^niall 
*.i(ild(T  al>out  whom  I  was  talking — the  five-house-a-year  man.  If 
»\e  ronhl  finance  him  and  give  him  some  outl(»t,  I  think  things  would 
.I'ljijst  themselves. 

The  CiiAiRM.w.  Mr.  Riesier  is  next. 
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STATEMENT  OF  MB.  ATJOTJST  E.  BXESTEB,  FBESIBENT,  CLEVE- 
LAND BITILDERS'  EXCHANGE. 

Mr.  RiESTER.  I  am  here  as  president  of  the  Builders'  Exchange. 

The  Chairman.  Your  exchange  represents  the  men  who  build  for 
the  market,  in  the  main  ? 

Mr.  Riester.  The  exchange  is  made  up  of  members  of  the  building 
trades  in  general — all  classes  of  material  men,  as  well  as  contractors 
of  all  traaes,  made  up  rather  in  a  social  way.  We  do  not  go  into 
the  labor  disputes  or  anything  of  that  sort.  It  is  just  merely  more 
of  a  social  organization  to  bring  all  of  the  members  together  on  a 
better  footing. 

The  Chairman.  Something  like  a  builders'  club? 

Mr.  Riester.  Well,  yes.  We  call  it  the  exchange.  That's  about 
all  it  is. 

The  Chairman.  You  meet  together  to  help  one  another  without 
interfering  with  one's  individual  business? 

Mr.  Riester.  Yes,  sir. 

The  Chairman.  You  don't  attempt  to  fix  prices  for  labor  and 
material  ? 

Mr.  Riester.  No,  sir;  thev  can't  do  that. 

The  Chairman.  You  don't  endeavor  to  deal  directly  with  labor 
unions  or  labor  men? 

Mr.  Riester.  No,  sir;  that  is  left  in  the  hands  of  a  separate  or- 
ganization. 

The  Chairman.  You  have  discussed  in  your  exchange  this  bousing 
problem,  I  presume? 

Mr.  Riester.  Yes;  at  different  times,  whenever  it  came  up,  just 
like  any  other  thing  would  come  up;  we  discussed  it  and  kept  our 
hands  off  of  it. 

The  Chairman.  What  is  your  own  particular  line  ? 

Mr.  Riester.  Sheet  metal  contractor. 

The  Chairman.  Have  you  any  suggestions  to  make  to  the  com- 
mittee that  would  be  helpful  in  making  this  situation  out? 

Mr.  Riester.  No,  I  haven't;  unless  you  want  my  personal  views 
of  it. 

The  Chairman.  We  will  be  glad  to  have  that. 

Mr.  Riester.  I  believe  in  the  hands-off  policy.  I  think  the  thinc[ 
will  adjust  itself  if  you  let  it  alone,  just  like  a  lot  of  other  thinp. 
That  is  my  own  mind  about  the  matter.  I  imagine  if  you  will  let 
things  just  go  along  as  they  are,  they  will  adjust  themselves;  and 
like  Mr.  Goff  says,  nature  will  take  it's  own  course.  I  don't  see  any 
other  way  that  you  can  possibly  hurry  this  matter,  or  help  it  along 
in  any  better  way  than  we  have  done.  When  people  want  something 
they  generally  eventually  get  it  without  force.  If  the  prices  are  tut» 
high  they  are  going  to  quit  bujring,  and  if  they  quit  buying  the 
prices  of  material  will  come  down ;  and  if  labor  hasn't  any  ouilding 
to  do,  they  will  soon  get  down  to  the  point  where  they  will  give  vou 
100  per  cent  efficiency,  which  they  probably  have  not  been  doing 
heretofore.  And  you  can  tell  it  as  you  go  along.  For  the  last  three 
months  the  production  in  labor  has  increased  considerably,  just  l>e- 
cause  there  wasn't  so  much  to  do,  and  I  think  when  people  get  sick 
of  high  prices  tliey  will  soon  call  a  halt  to  it  and  fix  it  so  prices  will 
come  down. 
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The  Chairman,  You  are  a  sheet  metal  worker? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  You  make  cornices  and  metal  work  of  every  clnir- 
acter  for  buildings? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  Outside  work,  usually? 

Mr.  RiESTER.  Yes,  sir ;  and  inside  fabricated  metal  work. 

The  Chairman.  Your  men  that  you  employ  are,  in  the  main,  mem- 
bers of  organized  labor? 

Mr.  RiESTER.  Yes,  sir;  altogether.    We  have  contracts  with  them. 

The  Chairman.  Do  vou  have  any  system  of  apprenticeship,  em- 
ploying apprentices?    What  is  the  rule? 

Sir.  xtiBSTER.  We  have  our  rule,  and  we  are  probably  one  of  the 
very  few  trades  that  have  the  apprenticeship*  system.  They  allow 
us  one  apprentice  to  every  three  journeymen.  They  allow  us  that. 
It  isn't  what  we  want;  it  is  what  they  allow  us.  We  have  a  very 
good  contract,  I  think,  with  our  sheet  metal  workers'  union,  and  I 
think  they  are  one  of  the  best  in  the  city  to  deal  with. 

The  Chairbi AN.  What  is  the  pay  of  a  journeyman  to-day  t 

Mr.  RiESTER.  $10  a  day. 

The  Chairman.  Several  grades,  or. one  grade? 

Mr.  RiESTER.  One  ^ade. 

The  Chairman.  Eight  hours? 

Mr.  RiESTER.  Ei^t  hours. 

The  Chairman.  Four  hours  Saturday? 

Mr.  RiESTER.  Four  hours  Saturday. 

The  Chairman.  For  which  you  give  them  four  hours'  pay? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  And  the  pay  is  $55  for  a  full  week? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  You  are  allowed  one  apprentice  to  every  three 
men  i 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  Do  you  have  your  apprentice  list  filled  full  in 
your  shop? 

Mr.  RiESTER.  Yes ;  we  do ;  but  our  business  goes  up  and  down,  and 
%vhere  we  may  be  short  20  apprentices  in  August,  we  may  have  an 
oversupplv  when  the  fall  ana  the  winter  come. 

The  Chairman.  What  then? 

Mr.  Riesti-:r.  Then  we  are  in  trouble. 

The  Chairman.  When  the  journeyman  is  laid  of  is  the  apprentice 
lai«l  off,  too? 

Mr.  RiESTER.  They  have  been  very  decent  about  it,  and  have  been 
ovt-rlooking  the  thing,  with  the  exception  of  always  calling  our  atten- 
tion to  it. 

The  Chairman.  Do  you  have  any  trouble  in  getting  young  men  t«i 

h'ani  the  traded 

Mr.  Rifstj:r.  Xo  an<]  yes.  We  have  to  pay  them  a  good  wage  now 
f«>  «tart  with,  and  inurh  hirger  than  it  used  to  be,  of  course,  and  we 
irei  them  more  handily;  but  in  (Mir  trade  our  a|)prenticeship  agree- 
rii«*nt  provides  that  the  apprentice  nuist  go  to  the  tech  school  here. 
'I  hat  is  part  of  his  agreement ;  he  has  got  to  jro  throutrh  just  so  many 
r*  irular  school  terms  of  night  s<hool  in  the  winter,  and  lie  must  attend 
tlio«<e  classes.     We  are  trying  to  arrantre  to  t:\U'e  'he  apprentices  that 
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come  out  of  the  £eeh  schools  from  the  sheet-metal  departments  and 
allow  them  just  such  a  length  of  time  as  they  might  serve,  possibly 
a  year  of  their  apprenticeship,  and  allow  them  for  what  they  learned 
in  the  tech  school  from  the  age  of  14  to  16,  when  they  are  in  what  we 
call  the  "  loafing  time,"  between  the  time  they  are  out  of  the  eighth 
grade  and  when  they  would  go  to  work,  and  havent  money  enough 
to  go  to  high  school.  So  we  are  encouraging  them  to  go  to  tech 
school. 

The  Chairman.  In  the  daytime. 

Mr.  RiESTER.  Yes;  and  then  allow  them  a  certain  amount  of  that 
time  in  the  apprenticeship. 

The  Chairman.  What  is  the  age  of  the  apprentice? 

Mr.  RiESTER.  Sixteen  when  they  start. 

The  Chair^ian.  How  long  must  they  serve? 

Mr.  RiESTER.  Four  years. 

The  Chairman.  Wliat  pay  do  you  give  them  when  they  enter 
their  apprenticeship? 

Mr.  KiESTER.  I  am  not  quite  certain  just  what  we  are  doing  ntiw. 
The  union  controls  that  part  also.    I  think  it  is  $12  a  week  to  start. 

The  Chairman.  I  am  asking  you  these  questions  because  I  think 
the  matter  of  apprenticeship  in  the  important  building  trades  is  an 
important  question.  I  find  in  the  carpenter  line,  for  instance,  we 
are  not  gettmg  the  appi*entices ;  we  are  not  making  to-day,  in  New 
York,  at  least,  as  many  good  carpenters.  I  have  had  in  my  employ 
recently  30  carpenters  that  didn't  have  an  apprentice,  and  tnere 
wasn't  but  one  of  the  carpenters  under  50  years  of  age. 

Mr.  RiESTER.  They  are  not  making  carpenters  here  to  any  gi^at 
extent.  They  have  a  short  way  of  making  carpenters  here;  a  man 
starts  as  a  concrete-form  worker  and  from  there  he  jumps  to  jour- 
neyman carpenter. 

The  Chairman.  I  am  afraid  that  we  are  not  making  as  good  car- 
penters as  we  used  to,  but  we  do  get  good  apprentices  in  the  mason 
trade,  bricklayers,  plumbers,  and  electricians,  and  in  your  line. 
Have  you  any  suggestions  to  make  as  to  apprenticeship  matters  in 
the  country? 

Mr.  RiESTER.  I  think  that  is  one  of  the  most  important  things  for 
our  trade.  One  of  the  biggest  architects  in  the  city  during  an  ex- 
cursion to  the  Carnegie  School  of  Technology  that  the  Builder^' 
Exchange  made  a  couple  of  weeks  ago  made  the  statement  that  in 
10  years  from  now,  if  things  kept  on,  he  would  not  be  able  to  build 
a  high-class  building  because  there  wouldn't  be  mechanics  enoujjh 
to  do  a  high-class  job.  They  are  not  making  high-class  men  any 
more;  they  are  dying  out,  and  it  is  a  fact.  Every  time  we  have  a 
nice  piece  of  sheet-metal  work  to  make  we  have  only  got  some  men 
there  between  50  and  70  years  old  that  can  do  that  work;  the  rest 
of  them  can't  do  it.  They  are  specializing  along  certain  lines.  Tliat 
is  one  kind  you  are  turning  away,  at  least  in  our  line  of  business. 

The  Chairman.  That  seems  too  bad,  in  view  of  the  opportunities 
for  young  men  in  America  to  learn  a  good  trade  and  get  big  pay  out 
of  these  opportunities,  which  were  never  so  good  as  thev  arc  to-day- 

Mr.  RiESTERv  The  best  sheet-metal  men  we  have  are  tnose  we  Imve 
made  ourselves,  20  years  back,  and  are  still  in  our  employ  there.  It 
shows  that  the  lioy  that  learns  the  trade  thoroughly  l>ec«mes  a  pK)ti 
mechanic. 
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The  Chairman.  Have  you  any  other  suggestions  to  make  to  us? 

Mr.  RiESTER.  No ;  I  haven't. 

The  Chairman.  Xow,  we  will  hear  Mr.  Klie. 

STATEMENT  OF  MB.  WALTEB  KLIE,  FBESIDENT,  BITILDINO 

TRADES  EMPLOYERS'  ASSOCIATION. 

The  Chairman.  Mr.  Klie,  you  are  president  of  the  Building 
Trades  Employers'  Association?  * 

Mr.  Ki^.  Yes,  sir. 

The  Chairman.  And  your  organization  deals  with  the  labor 
prt>blems  ? 

Mr.  KuE.  Yes,  sir. 

The  Chairman.  And  adjusts  difficulties  with  labor? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  What  other  function  has  your  organization? 

Mr.  Klie.  That  is  our  entire  function — one  of  labor  problems  and 
labor  agreements,  and  the  enforcing  of  labor  agreements,  and  en- 
deavoring to  secure  sufficient  help  for  work  when  it  is  particularly 
rushed.    The  problem  is  entirely  one  of  labor. 

The  Chairman.  What  is  your  own  personal  business  ? 

Mr.  Klie.  Heating  and  plumbing  contracting  business. 

The  Chairman.  Have  you  had  any  serious  labor  difficulties  this 
year  ? 

Mr.  Klie.  We  have  in  our  particular  business;  yes,  sir — in  the 
plumbing  and  heating  business;  we  have  had  quite  a  strike. 

The  Chairman.  Is  it  on  now? 

Mr.  Klie.  No.    It  lasted  13  weeks,  the  plumbing  proposition. 

The  Chairman.  There  are  no  labor  dimculties  now  in  your  line? 

Mr.  KuE.  No;  not  in  our  line. 

The  Chairman.  You  make  your  contracts  by  the  year? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  Do  they  live  up  to  them,  generally  ? 

Mr.  Klie.  They  do,  as  a  rule ;  yes,  sir.  Our  organization  is  com- 
paratively young  and  our  plumbers'  strike  was  largely  one,  in  a  way, 
of  misunderstanding;  that  is,  our  plumbers'  union  had  never  con- 
sidered this  a  part  uf  this  general  agreement  with  tiie  building  trades 
coimcil  as  one  association  which  should  bind  all  the  building  trades. 
There  was  some  misunderstanding  in  their  own  ranks  with  the  build- 
ing trades  council.  They  took  a  stand  which  we  considered  a  false 
nne  and  which  was  proven  to  be  a  false  one,  of  not  being  bound  by 
this  general  agreement,  which  calls  for  no  strikes.  As  a  result  of 
timt  we  had  this  long  strike.  But  the  other  building  trades  realized 
that  it  was  a  violation  of  this  general  agreement,  and  consequently 
we  had  the  support  of  the  othef  building  trades,  at  least  passive  sup- 
port, and  perhaps  a  little  more  than  that. 

The  Chairman.  How  many  men  are  there  employed  in  the  build- 
injr  trades  in  the  city  of  Cleveland? 

Mr.  Klie.  I  should  say  something  like  20,000  all  told :  somewhere 
ijear  those  figures. 

The  Chairman.  Have  you  observed  a  slackening  of  building? 

Mr.  Klie.  Oh,  yes. 

The  Chairman.  Have  you  thought  of  anything  that  might  help 
to  revive  it? 
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Mr.  Klie.  Well,  I  think  the  unsatisfied  demand  for  buildings  will, 
in  a  comparatively  short  time,  revive  it.  I  think  that  is  bounil  lo 
happen.  The  supply  has  not  been  taken  care  of,  and  it  would  feeui 
that  would  get  it  to  going  very  shortly. 

The  Chairman.  Of  course,  the  slackening  up  is  the  result  of  hijrh 
cr>sts  't 

Mr.  Klie.  Yes;  and  the  uncertainty  as  to  whether  these  higher 
rosts  are  goin^  to  endure  or  whetlier  they  will  drop — our  C4)sts  in  tho 
building  trades.  I  have  here  with  me  a  copy  of  our  agreement, 
which  I  will  be  verv  glad  to  leave  with  you. 

The  Chairman.  We  will  be  very  glad  to  have  you  read  it  and  incor 
porate  it  in  the  record.     Does  that  include  the  rates  of  pay  ? 

Mr.  RiESTER.  No.     I  also  have  a  copy  of  that. 

The  Chairman.  I  will  be  glad  to  have  that. 

Mr.  BiESTER.  This  is  a  rate  of  wage  that  went  into  effect — most  of 
them  did — the  1st  of  May  this  year,  a  few  the  1st  of  April,  and  (m»* 
the  1st  of  June,  and  we  issued  this  order  from  the  employers'  asso- 
ciation to  our  membership,  prohibiting  the  payment  of  wages  in  a*- 
yance  of  this.     We  began  paying  this  ttiis  last  spring,  upon  the  form 
ing  of  the  new  agreements,  because  our  experience  the  year  befon* 
had  been  rather  bad.    In  May  of  1919,  when  we  made  our  new  a^Tt^t*- 
ments,  there  was  a  temporary  cessation  of  building:  after  tho  .inni 
stice  everyone  felt  that,  and  when  these  new  wages  wore  made  at  tbiit 
time,  the  scales  previous  to  these,  the  thing  was  t*)  endeavor  tt»  i."'t 
work.     Things  were  rather  slack. 

Well,  very,  very  suddenly  it  opened  up,  and  before  long  there  wni- 
a  great  building  boom  here,  an  unusual  amount  of  activity,  an<l  we 
found  almost  overnight  that  instead  of  looking  for  work  we  hail  a 
great  shortage  in  our  labor  situation.  We,  of  course,  could  do  noth- 
ing with  anyone  other  than  members  of  our  association  in  the  way 
of  telling  them  what  they  should  pay  and  not  to  go  beyond  scales,  ari'l 
the  great  demand  for  these  men  resulted  in  bidding  beyond  estab- 
lished scales.  We  did  everything  possible;  we  broumt  in  more  men 
in  the  various  trades,  in  some  cases  with  the  cooperation  of  the  build- 
ing-trades unions,  from  other  cities,  where  this  building  boom  had  not 
taken  hold  so  rapidly.  We  spent  a  lot  of  money  bringing  these  men 
into  the  city,  paying  their  transportation  here  and  a  day^s  travelinji 
time,  making  those  inducements  to  get  them  here. 

Before  long  other  cities  began  to  feel  this  same  activity,  and  ^^t' 
were  unable  to  get  them  in  in  quite  the  numbers  we  needed.  ^^^ 
course  that  began  to  establish  rather  high  wage  scales,  in  excess  of 
our  1919  agreements,  so  that  when. we  established  our  new  agree- 
ments in  1920  they  seemed  out  of  line  with  our  1919  scales. 

The  difficulty  was  that  in  this  bidding  for  men  the  real  wasrt*" 
]7}nd  had  considerably  exceeded  the  1919  wage  scales  before  our  V^2^^ 
agreements  were  made,  so  the  increases  were  not  so  large  in  192<^ 
over  wliat  was  actually  paid  as  they  seemed  to  be.  That  is  why  in 
1920  we  issued  an  order  to  our  membership.  We  increased  our  m^ni 
bership  considerably,  and  we  appealed  to  architects  and  builders  not 
to  start  this  bidding  again,  so  that  we  could  maintain,  if  possiblt- 
a  maximum  scale  this  year.  The  results  so  far  have  been  quite  goo«i 
in  that  way,  and  we  have  had  practically  none  of  that  bidding  t'» 
deal  with  this  year. 
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The  Chairman.  What  is  the  pay  now  for  bricklayers  and  masons? 

Air.  Klie.  $1.25. 

The  Chairman.  That  is  $10  a  day? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  And  for  plasterers? 

Mr.  Klie.  The  plasterers  also  get  a  dollar  and  a  quarter. 

The  Chairman.  What  is  the  pay  of  the  bricklayer  s  laborer? 

Mr.  Klie.  Eighty-seven  and  a  half. 

The  Chairman.  And  the  plasterer's  helper? 

Mr.  Klie.  Well,  those  men — the  men  who  attend  these  plasterers 
and  brick  masons — are  always  paid  a  little  bit  more  than  that,  al- 
tliough  in  our  scale  that  we  have  here  all  builders'  laborers  are  87J, 
but  by  custom  they  generally  get  5  cents  an  hour  more  when  they  are 
assisting  plasterers  or  brick  masons. 

The  Chairman.  Plumbers  receive  how  much? 

Mr.  Klie.  $1.37^. 

The  Chair^ian.  That  is  how  much  a  day? 

Mr.  Klie.  $11  a  day. 

The  Chairman.  And  carpenters? 

Mr.  Klie.  $1.25.^ 

The  Chairman.  That  is  $10  a  day. 

Mr.  Klie.  'Yes,  sir. 

The  Chairman.  This  slackening  up  of  buihling,  has  that  brought 
jdw)Ut  a  situation  on  tlie  part  of  labor  whereby  they  will  take  less  pay? 

Mr.  Klie.  Xo:  no,  it  has  not. 

The  Chairman.  Has  any  suggestion  been  made  by  them  that  they 
tuke  less  pay,  so  as  to  have  more  business  for  the  winter? 

Mr.  Klie.  I  think  not. 

The  Chairman.  And  you  rather  think  that  will  go  through  until 
the  1st  of  next  May? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  That  is  a  vearlv  agreement? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  What  is  the  general  c(mditi(m  of  the  trades  in 
?h«*  c-itv  now^     Are  thev  all  iirettv  busv^ 

Mr.  Klie.  Well,  there  is  considerable  slackening  in  quite  a  few  of 
the  trades.  Of  course,  my  judgment  may  be  a  little  bit  prejudiced 
Ml  this  way:  after  1*^  weeks  in  a  tieup  in  tl>e  particular  business  in 
'A  iiirh  I  am  engaged  we  are  naturally  still  l>iisy  matching  U])  with  that 
tilt  I  work.  The  strike  ended  August  25,  am!  we  are  just  about  catch- 
up up  with  ourselves:  but  I  unclerstand  from  other  builders  that 
ri  most  other  trades  where  tliey  didn't  have  that  to  ccmtend  with 
tW:it  they  are  well  caught  u|>  and  there  i-  a  iroo'l  su])])ly  of  labor  in 
rijo>t  of  the  trades. 

The  Chairman.  In  New  York  the  labor  is  fairly  busy  yet.  Of 
•  iiurse  we  have  a  good  many  big  structures  going  up — oflice  build- 
.•rj-s,  factories,  and  warehouses — but  there  has  not  bt*en  n  slackening 
%»*r  :  that  is.  there  are  no  building  permits  yet,  but 

Mr.  Kmk.  That's  nl)out  the  situation  here.  We  can  Iniild  them 
iFiini  tin*  estimating  end  of  our  business. 

riie  CiiAiKMAV.  Whnt  suggesti(ms  lune  you  to  nnike  that  will 
-riniulate  business? 

Mr.  Klik.  Well.  I  don't  know  just  what  woidd  stimulate  it,  but  I 
tiurik  something  should  Ik*  done  to  prevent  repetiticm  of  this  bidding 
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for  labor,  which  makes  things  go  out  of  proportion,  and  which  in 
turn  reduces  efSciency  a  great  deal.  I  mean  the  conditions  we  had 
here.  For  instance,  in  the  latter  part  of  1919  and  early  part  of  192t). 
if  there  were  two  jobs  for  every  man,  or  almost  that,  it  ij?  natural 
that  many  men  would  not  produce  the  maximum,  because  if  the 
employer  didn't  like  what  they  were  doing,  there  was  another  job 
waiting  for  them  for  at  least  as  much  money. 

1  believe  if  every  contractor  in  every  line  of  business  keeps  up 
the  number  of  apprentices  that  his  agreement  calls  for,  to  the 
maximum,  it  will  be  very  important,  not  only  here  but  tliroughout  the 
country ;  and  if  there  are  any  trades  where  Ihe  maximimi  has  proven 
to  be  insuflScient,  then  make  changes  in  the  agreements  that  increase 
that  maximum  so  that  there  will  oe  more  mechanics  in  the  building 
trades  producing  throughout  the  country.  I  think  that  is  really  a 
fundamental  thing  that  will  help  the  situation  a  great  deal,  and 
indirectly  that  will  help  to  stimulate  building. 

In  the  housing  situation  I  met  with  some  committees  when  we  were 
planning  to  build  5,000  homes  some  time  ago.  That  was  a  time  when 
the  clamor  for  men  was  really  at  its  height,  and  I  couldn't  see  how 
it  was  possible  or  practical  to  carry  that  program  out,  because  there 
were  not  enough  men  to  carry  on  the  work  already  contracted  for, 
although  we  were,  as  an  employers'  association,  getting  results  in 
bringing  men  in;  but  it  was  simply  taking  them  trom  other  cities 
who  would  in  turn  suffer.  So  I  think  fundamentally  the  number  of 
mechanics  should  be  increased,  if  possible ;  and  that  can  be  done.  I 
believe  there  may  be  some  restrictions  in  some  of  the  trades,  that 
keep  the  apprentices  down  pretty  close,  but  I  believe  in  some  case^ 
that  contractors  are  also  a  little  bit  neglectful  in  not  seeing  tliat  they 
have  their  fuU  quota  as  allowed. 

Another  reason  for  that  condition,  I  believe,  was  that  during  the 
past  years  any  boy  could  go  out  in  the  factory,  during  the  war  time 
and  immediately  after,  and  earn  big  money — a  very  voung  bov ;  and 
it  took  a  pretty  good  boy  to  look  far  enough  ahead  to  say,  "  I  am 
going  to  work  for  very  low  pay  and  consider  I  am  continuing  school, 
because  eventually  I  will  learn  a  trade  that  will  give  me  good  money.*" 
He  would  be  attracted  by  this  immediate  big  pay,  and  it  made  it 
very  difficult  to  get  the  full  quota  of  apprentices  in  the  various 
trades.  In  some  of  the  trades  now  they  are  increasing  the  pay  of 
these  apprentices  so  as  make  it  more  attractive  and  more  possible  to 
get  these  men. 

The  Chaibman.  Mr.  KUe,  do  you  know  of  any  combination  of 
labor  men  here  in  Cleveland  that  nave  held  up  construction  work  for 
their  own  material  purposes? 

Mr.  KiiiE.  No,  sir.    I  nave  known  of  none  such. 

The  Chairman.  No  labor  leader  is  engaged  in  that  kind  of  prac- 
tice here? 

Mr.  Klie.  No,  sir ;  I  know  of  none  here.  We  had  some  notoriety 
here  before  our  agreement  was  formed. 

The  Chairman.  Do  you  know  of  any  combination  of  employing 
interests  that  fix  prices  in  any  of  our  trades? 

Mr.  Kldb.  No,  sir;  I  don't. 

The  Chairman.  You  are  in  the  plumbing  business? 

Mr.  Klie.  Plumbing  and  heating. 

The  Chairman.  You  have  an  association? 
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Mr.  KuE.  Yes,  sir. 

The  Chairman.  Don't  you  have  an  arrangement  between  your- 
selves as  to  what  you  should  charge  for  certain  goods? 

Mr.  Klie.  Absolutely  not. 

The  Chairman.  There  is  no  agreement  in  the  employers'  associa- 
tion between  the  members  just  how  much  this  house  snail  be  plumbed 
for  or  that  house  plumbed  for? 

Mr.  EOiiE.  No,  sir. 

The  Chairman.  There  is  no  agreement  on  the  part  of  the  plumb- 
ing-supply men  by  which  there  is  a  certain  standard  price  for  every 
stock  article  you  buy  no  matter  whom  you  buy  it  from  ? 

Mr.  KuE.  Not  that  I  know  of. 

The  Chairman.  You  can  bid  around  on  different  items  and  get 
different  prices  from  different  men? 

Mr.  Klie.  Yes ;  to  a  certain  extent  you  can  do  that. 

The  Chairman.  In  some  cases  the  prices  are  the  same  ? 

Mr.  Klie.  Well,  they  don't  vary  a  great  deal.  They  probably 
naturally  wouldn't  vary  a  great  deal.  Our  business  is  quite  stable, 
and  pipe  and  fittings  and  things  of  that  kind,  and  I  understand  the 
jobbers — I  don't  know  anything  about  the  jobbing  business — handle 
that  kind  of  staple  stuff  at  a  pretty  close  margin,  and  I  don't  imagine 
there  would  be  much  opportunity  for  variation  to  any  extent  in  that. 
For  instance.  I  understand  sometimes  if  you  buy  a  grade  of  pipe  the 
man  merely  handles  the  account  as  low  as  a  5  per  cent  margin.  Of 
course,  I  am  in  the  contracting  end  of  the  game;  I  am  not  in  the 
jobbing  game  and  know  nothing  definite  about  it  at  all. 

In  regard  to  these  prices,  comparing  it  with  different  citie4s,  there 
is  one  thing  that  is  quite  often  deceiving,  as  it  would  have  been  here 
in  this  city  during  part  of  last  year,  and  that  is:  Do  or  do  they  not 
adhere  to  wage  scales  agreed  upon?  I  know  there  was  a  time  here, 
during  this  bidding  for  men,  when  some  of  the  wage  scales — our 
printed  wage  scales,  before  we  made  any  definite  effort  not  to  have 
these  wages  exceeded  after  they  were  agreed  upon — that  it  sometimes 
brings  these  wages  up  higher  than  the  scales,  and  I  understand  that 
holds  forth  in  some  of  the  other  cities  to  which 'Cleveland  might  be 
compared.  So  the  prevailing  wage  that  is  being  paid  is  really  the 
thim?  that  should  afford  the  proper  basis  of  comparison  as  to  wages. 

>fr.  MiLLEB.  I  would  like  to  ask  if  you  have  been  interfered  with 
at  all  bv  lack  of  transportation — irregularities  of  transportation? 

Mr.  Kue.  Oh,  yes ;  j^es,  sir.  For  instance,  we  had  several  cars  of 
pipe  orclered  as  far  back  as  last  January,  and  we  got  a  couple  of  them 
in  a  few  weeks  ago — the  first  ones. 

Mr.  Miller.  That  has  added  to  the  cost  of  your  work? 

Mr.  Klie,  Oh,  yes;  because  we  have  to  pick  up  instead  of  buying 
in  carload  lots — pick  it  up  where  we  could  get  it,  and  cart  it,  per- 
h:t  PS,  or  do  anything  that  would  be  necessary. 

Mr.  Miliar.  With  free  and  full  and  ample  transportation,  as  good 
as  you  ever  knew  it  to  be,  you  could  figure  on  a  job  cheaper  than  you 
ran  now? 

Mr.  Klie.  Xo  que^-tion  about  it. 

Mr.  Miller.  Perhaps  10  per  rent? 

>f  r.  Klie.  I  should  think  so. 

Mr.  Miller.  Twenty  per  cent  ? 

8W5— 21— vol!    — M 
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Mr.  Klie.  I  don't  know  as  it  would  go  that  far,  but  it  is  quite  a 
factor.  There  is  iust  one  other  thing  that  would  help  in  preventing 
the  shortage  of  labor,  and  that  is  an  effort  to  have  any  public  work- 
city  work,  street  work,  public  buildings,  or  anything  of  that  kind- 
done  as  nearly  as  possible  during  the  time  when  labor  is  more  nearly 
available. 

Mr.  MiLLEB.  That  is,  for  the  cities  and  the  Government  to  do  their 
work  in  times  of  depression? 

Mr.  Klie.  Yes. 

The  Chairman.  Next  we  will  hear  Mr.  Gavlak. 

STATEMENT  OP  MB.  JOSEPH  M.  GAVLAK,  PEESIDENT,  B1TILDI1IG 

TEASES  COUnrCIL,  CLEVELANI),  OHIO. 

The  Chairman.  Mr.  Gavlak,  you  are  president  of  the  Building 
Trades  Council  of  the  city  of  Cleveland? 

Mr.  Gavlak.  Yes,  sir. 

The  Chairman.  Mr.  Gavlak,  what  is  your  own  trade  i 

Mr.  Gavlak.  Slate  and  tile  roofer. 

The  Chairman.  You  have  been  president  of  this  organization  for 
how  long? 

Mr.  Gavlak.  About  four  years. 

The  Chairman.  You  live  in  Cleveland  and  have  been  here  for  a 
number  of  years? 

Mr.  Gavlak.  l^ractically  all  my  life. 

The  Chairman.  Have  you  any  suggestions  to  make  that  would 
aid  or  might  help  us  in  reviving  the  general  business? 

Mr.  Gavlak.  I  am  sure  I  don't  know.  There  has  been  many  sug- 
gestions made.  The  only  suggestion  I  have  to  offer  is  this:  That 
]ust  as  soon  as  the  price  of  material  will  become  stationary  and  not 
fluctuate  as  it  has  m  the  past  year  or  two  it  will  encourage  more 
building.  The  prospective  home  builder  in  the  last  year  or  two  was 
confronted  by  this  situation :  That  he  was  not  assured  when  he  com- 
pleted his  building  that  the  prices  would  not  drop. 

A  contractor  goihg  to  the  supply  company  for  building  material 
was  not  assured  that  the  price  for  that  material  would  be  as  he  con- 
templated for  the  building,  and  the  people  in  this  city  do  not  wish 
to  undertake  building  until  such  time  as  they  are  assured  that  the 
cost  will  be  a  certain  price,  and  that  does  not  prevail  at  the  present 
time  and  has  not  for  the  past  two  years. 

Another  bad  feature  of  the  building  industry  here  is  this:  That 
the  cost-plus  plan  has  crept  into  the  building  industry,  and  people 
are  not  so  ready  and  willing  to  go  ahead  with  the  undertaking  for 
the  same  reason — that  they  don't  know  what  it  will  cost  them  after 
the  building  is  completed. 

The  Chairman.  Has  that  become  quite  prevalent,  the  cost  plus? 

Mr.  Gavlak.  It  has  become  more  so  in  the  last  year  than  ever 
before  in  the  city.  The  contractors  do  not  take  contracts  for  build- 
ing because  they  don't  know  what  it  will  cost  them. 

The  Chairman.  I  am  informed  that  is  quite  common  on  big  joli> 
throughout  the  country. 

Mr.  Gavlak.  On  residences  as  well. 
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The  Chairman.  I  know  in  the  big  office  buildings  and  warehouse 
work  in  New  York,  in  the  main  that  has  been  the  system  in«the  past 
six  months,  because  the  man  who  built  was  uncertain  as  to  the  cost 
and  did  not  want  to  take  the  risk. 
Mr.  Gavlak.  Naturally. 

The  Chairman.  And  you  and  I  agree  that  that  tends  to  high  cost, 
and  I  think  you  will  agree  with  me  that  that  is  a  deterrent  to  effi- 
ciency in  labor. 

Mr.  Gavi«\k.  More  so  than  anything  else. 

The  Chairman.  It  tends  to  discourage  the  builder  to  manage  his 
work  and  get  the  best  out  of  his  men,  and  that  follows  down  to  the 
men.    I  quite  agree  with  you  that  that  is  a  very  bad  system. 

Mr.  Gavlak.  If  that  was  prevented  building  operations  in  this  city 
would  go  on  as  fast  as  they  have  done  before. 

The  Chairman.  On  our  own  cost-plus  system  during  the  war — I 
don't  know  whether  it  could  have  been  avoided — but  I  criticized 
severely  doing  that  sort  of  work,  as  I  believed  that  system*  tended 
materially  to  extravagance  and  waste  and  cost  entirely  out  of  propor- 
tion.   I  am  glad  that  you,  as  a  laboring  man,  condemn  it  also. 

Mr.  (lAVLAK.  We  surely  do,  because  it  is,  we  find,  a  detriment  to 
organized  labor. 

The  Chairman.  It  breaks  down  the  whole  morale  of  business,  and 
of  labor,  too.  Have  you  thought  out  anything  that  the  Government 
run  do  in  the  way  of  helping  to  stimulate  the  ouilding  industry? 

Mr.  Ga\xak.  Well,  I  am  sure  I  can't  say.  Senator.  We  have  had 
here  in  the  city  for  the  past  16  or  18  years  a  steady  growth,  and  of 
course  if  it  wasn't  for  the  order  of  the  United  States  Government  dur- 
iiJti:  the  war  to  stop  building  we  would  be  going  as  we  have  in  the 
I»;ist.  Of  course,  that  order  was  obeyed  and  we  have  got  away  from 
the  habit,  and  the  people  do  not  wish  to  pay  the  prices  that  are  being 
asked  for  building.  As  you  have  been  told  by  the  various  men  here, 
these  prices  have  doubled  and  in  some  cases  tripled,  and  the  wages 
have  mcreased. 

Ine  Ofoirman.  The  wages  have  doubled ? 

Mr.  GavIuVK.  No:  they  have  not. 

The  CiL\iRMAN.  They  have  not  doubled? 

Mr.  Gavlak.  No,  sir!  We  think  in  the  past  three  years  the  build- 
ii.LT  industry  has  not  increased  any  more  than  60  per  cent. 

The  Chairman.  Your  work  is  sheet  metal  ? 

Mr.  Ga>xak.  Slate  and  tile  roofer. 

The  Chairman.  What  is  the  pay? 

Mr.  (lAVtAK.  A  dollar  and  a  quarter  an  hour. 

The  Chairman.  That  is  $10  a  day^ 

^fr.  Gavlak.  Yes,  sir. 

The  Chairman.  What  was  the  pay,  say,  in  1916? 

Mr.  Gavlak.  I  think  we  were  gettin^r  90  cents  an  hour. 

Tlie  Chairman.  $7.20.    Yon  were  getting  as  much  as  that  ? 

Mr.  Gavi.ak.  Yes.  sir. 

The  Chaihman.  I  know  that  yon  can't  expect  labor  to  reduce  its 
•A.itre  unless  the  general  cost  of  living  gm^s  down;  that  is  what  the 
woridngman  says,  and  it  is  pretty  hard  to  ai^rne  a<rainst  that. 

MivGavlak.  a  man  must  live. 
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The  Chairman.  At  the  same  time,  I  don't  see  much  hope  for  lower 
costs  unless  we  do  something  to  increase  the  output  of  labor,  and  that 
can  be  clone  in  many  ways;  perhaps  by  the  introduction  of  newer 
methods  of  manufacture ;  perhaps  by  changing  our  buildimr  laws  in 
some  way  so  as  to  increase  the  output  somewhat  of  labor.  It  is  a  big 
problem  that  we  must  all  give  our  best  thought  to  in  the  best  in- 
terests of  the  Nation.    I  know  you  agree  to  that,  and  we  all  do. 

Mr.  Miller.  Do  you  have  any  way  of  getting  hold  of  apprentices? 
First,  do  you  believe  that  the  building  trades  offer  opportunities  for 
a  young  man? 

Mr.  Gavlak.  Well,  to  get  my  opinion  on  it,  I  would  say  that  in 
some  of  the  building  industries  I  wouldn't  advise  it.  Of  course,  thai 
is  my  own  opinion.    But  we  do  not  prohibit  apprentices. 

Mr.  Miller.  In  what  line  do  you  think  there  is  the  least  promise 
for  apprentices? 

Mr.  Gavlak.  Well,  for  instance,  in  my  line. 

Mr.  Miller.  Do  you  think  a  carpenter's  job  promises  better? 

Mr.  Gavlak.  More  steady  work. 

Mr.  Miller.  And  a  bricklayer  has  more  steady  work? 

Mr.  Ga\'lak.  Well,  I  don't  know  about  that. 

Mr.  Miller.  What  i3  the  percentage  of  idleness  in  your  line 
through  bad  weather  ? 

Mr.  Gavlak.  We  lose  practically  four  months  of  the  year. 

The  Chairman.  Then  you  are  employed  about  two-thirds  of  the 
time. 

Mr.  Gavlak.  Just  about. 

The  Chairman.  Will  it  average  that  much  ? 

Mr.  Gavlak.  I  think  it  will  in  this  city. 

Mr.  Miller.  You  have  had  idleness  during  the  past  year  due  to 
lack  of  delivery  of  materials  through  freight  congestion  ? 

Mr.  Gavlak.  Well,  it  has  not  been  noticed  so  much  because  of  our 
employers  being  stocked  up  with  materials — that  is,  slate. 

Mr.  Miller.  The  chief  cause,  then,  for  the  unattractiveness  of 
the  work  for  young  men  is  not  the  daily  wage  or  the  character  of 
work,  but  the  irregularity  of  employment  ? 

Mr.  Gavlak.  Yes ;  hazards  and  other  things. 

Mr.  Miller.  Do  you  think  bricklaying  is  the  most  attractive? 

Mr.  Gavlak.  No;  I  wouldn't  say  so.  I  would  choose  to  be  an 
electrical  worker. 

Mr.  Miller.  That  is  inside  and  steady  work? 

Mr.  Gavlak.  Yes. 

The  Chairman.  Plumbing  is  fairly  so  ? 

Mr.  Gavlak.  That  is  steady,  but  it  is  outside  some. 

The  Chairman.  You  are  thinking  of  the  regular,  steady  em- 
ployment ? 

Mr.  Gavlak.  Exactly. 

Mr.  Miller.  Eegular,  steady  employment  is  the  issue  of  the  traded 

Mr.  Gavlak.  Surely. 

The  Chairman.  Have  you  anything  else  to  suggest? 

Mr.  Gavlak.  Not  that  I  know  of.  Senator,  I  am  sure. 

The  Chairman.  The  committee  would  be  glad  to  have  you  com- 
municate with  us  if  anything  further  occurs  to  you  or  your  organiza- 
tion. 

Mr.  Gavlak.  I  will  be  very  glad  to  do  so,  I  am  sure. 
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STATEMEirr  OF  H£.  FEANE  H.  BAEB,  TRAFnC  COMMISSIONEB, 
CHAMBEB  OF  COMHEBCE,  CLEVELAND,  OHIO. 

The  Chairman.  Mr.  Baer,  the  committee  is  very  sorry  to  have 
kept  you  waiting. 

Mr.  Baer.  I  have  been  much  interested  in  the  hearing. 

The  Chairman.  Mr.  Baer,  you  are  the  traffic  commissioner  of  the 
chamber  of  commerce  t 

Mr.  Baer.  Yes. 

The  Chairman.  What  is  your  own  individual  business? 

Mr.  Baer.  That  is  my  sole  business.  I  might  say,  incidentally,  that 
I  am  temporarily  the  chairman  of  the  special  terminal  committee 
appointed  by  the  Interstate  Commerce  Commission.  That  takes  part 
of  my  time  at  present. 

The  Chairman.  Well,  that  is  a  very  important  work  ^ou  are 
iloing,  and  one  that  is  nation-wide  in  its  aspect.  Our  committee  has 
given  some  study  to  traffic  conditions  in  the  P2ast.  There  has  been 
'jorr^pondence  with  men  all  over  the  country  concerning  traffic 
and  its  effect  upon  deliverj'  of  building  materials  during  me  past 
vear.  Of  course,  vou  know  the  result  of  the  priority  orders  made 
i)y  the  Interstate  Commerce  (Commission  taking  from  building  and 
(»ther  business  a  great  deal  of  opportunities  for  delivery,  which 
were  accorded  to  coal,  and  necessarily  so,  I  believe.  Are  traffic  con- 
ditions better  now  in  this  part  of  the  country? 

Af  r.  Baer.  Traffic  conditions  at  Clevelancl  are  better  than  normal. 
If  you  care  to  have  some  figures  that  will  show  that,  I  will  be  very 
irlad  to  furnish  them.  For  example,  the  average  movement  at  this 
time  of  the  year  in  and  out  of  this  terminal  is  10,310  cars — that  is, 
on  this  day  that  I  have  taken,  October  23,  the  actual  movement 
WHS  11,766.  June  1  was  the  height  of  the  congestion,  caused  largely 
I  >y  the  switchmen's  strike. 

The  movement  then  was  9,355  cars,  whereas  an  average  movement 
fur  that  day  would  have  been  10,555.  I  think  thoSe  figures  give  a 
\ery  good  indication  of  the  improvement  that  has  occ^urred  since 
tlien.  There  are  no  cars  held  out  of  the  terminal  to-day,  whereas 
.lune  1  there  were  713  that  could  not  be  brought  in  at  alf.  On  that 
•  lay  there  were  held  out  for  delivery  on  team  tracks  425  cars  that 
•iv#*re  actually  in  the  terminal  but  could  not  be  placed.  On  October 
•J3  there  were  only  35.  That  is  only  one  example  of  many  improve- 
zn«'nt43  that  are  noticeable  here. 

Mr.  MiixER.  Have  you  had  coal  cars  held  up  here  for  speculation? 

iir.  Baer.  Not  that  I  am  aware  of.  As  a  matter  of  fact,  there  have 
UH»n  very  rigid  orders  against  cars  held  for  reconsignment,  and 
f>enalties  that  were  in  these  service  orders  that  would  prevent  that. 

5lr.  MiiXBR«  Do  you  know  whether  car-service  order  5fo.  20  is  still 
in  effect? 

Mr.  Baer.  I  understand  it  is  modified  so  as  to  allow  42  inches  on 
.ill  hopper-bottom  and  flat-bottom  cars,  whereas  the  recent  limits 
ria%'e  been  38  inches.  That  would  release  ordinarily  25,000  more  cars 
ft  »r  «neral  purposes. 

5lr.  Miller.  However,  with  the  old  or  present  rule  that  a  man 
.  an  buy  a  car  of  coal,  move  it  to  a  port,  ana  keen  it  there  as  long  as 
l.e  likes,  a&  long  as  he  pays  the  public  charge  of  $2  a  day  and  have 
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five  days  furnished,  that  costs  him  about  a  dollar  a  ton  to  hold  coal 
in  port.    Can  he  do  that  in  this  port? 

Mr.  Baer.  Under  the  operations  he  could,  but  as  a  matter  of  prac- 
tice in  the  consigimient  of  coal  in  this  lake  pool  he  could  not.  In 
other  words,  the  coal  is  dumped  as  fast  as  bottoms  are  available. 

Mr.  Miller.  The  old  way? 

Mr.  Baer.  Yes. 

Mr.  Miller.  How  many  days  is  it  held  here? 

Mr.  Baer.  Are  you  speaking  of  Cleveland  itself  or  all  of  the 
Lake  Erie  ports?  oecause  Cleveland  is  only  one  port  of  many,  and 
does  not  deliver  as  mucli  coal  to  the  lake  as  some  of  the  other 
ports. 

Mr.  Miller.  Speaking  of  the  Cleveland  port,  to  be  specific. 

Mr.  Baer.  I  don't  know  of  any  coal  that  has  been  held  here  over 
four  days.  It  seems  to  me  there  was  some  delay  along  the  end  of 
August,  due  to  lack  of  ships,  but  on  that  Doint  I  think  Mr.  Griggs, 
the  agent  of  the  Interstate  Commerce  Commission  handling  tliis 
lake  pool,  can  give  more  component  testimony. 

Mr.  Miller.  Have  vou  had  complaints  from  the  building  industry 
as  to  the  lack  of  cars  during  the  summer? 

Mr.  Baer.  Many  of  them. 

Mr.  Miller.  Did  you  do  anything  to  relieve  that? 

Mr.  Baer.  There  was  no  relief.  In  the  first  place,  before  the  gen- 
eral service  order  which  you  had  in  mind  was  issued,  there  were 
orders  issued  Mav  25  which  definitely  allocated  30,000  box  cars  to 
the  West. 

Mr.  Miller.  To  the  East. 

Mr.  Baer.  No  ;  box  cars  to  the  West — to  Greenwood.  People  were 
not  confined  to  open-top  equipment.  Then  later,  and  effective  June 
1,  service  order  No.  7  became  effective,  which  gave  priority  for  all 
open-top  cars,  and  there  has  been  a  stead}^  movement  of  box  cars 
out  of  this  terminal  empt>'  in  order  to  comply  with  these  orJer^ 
of  the  commis^on;  and  there  has  been  this  preference  in  priority 
given  to  the  coal  trade,  which  means  practically  after  they  filled 
their  lake  obligations  there  wasn't  anything  left. 

Mr.  Miller.  You  have  in  mind,  as  a  representative  of  the  Cham 
ber  of  Commerce  of  Cleveland,  which,  among  its  other  considerations, 
has  the  housing  problem  and  building  problem  probably  at  heart, 
that  the  effect  of  irregular  delivery  of  building  materials  tends  to 
make  a  spot  market  in  building  materials,  as  it  would  in  coal,  an«l 
tends  to  interrupt  the  continuity  of  processes  of  building,  and  to 
make  prudent  contractors  estimate  high,  or  refuse  to  estimate  at  all. 
and  work  on  a  cost-plus  basis,  I  presume? 

Mr.  Baer.  I  realize  that  fully,  and  even  specifically  through  the 
embargoes  which  we  were  compelled  to  place  here,  and  which  were 
only  canceled  in  the  last  30  days.  The  placing  of  an  embargo  on  tht* 
intercity  movement  of  materials  in  carloads  forced  us  to  hatd  over 
the  streets.    That  had  its  effect  on  the  cost  of  materials. 

Mr.  Miller.  It  is  contended  by  some  that  with  a  free  delivery  of 
building  materials  and  a  free  delivery  of  coal  at  normal  prices,,  the 
natural  cost  of  construction  would  come  down  a  great  deal  without 
reducing  the  cost  of  labor  or  other  things  unnaturally,  and  that  thi^ 
present  condition  of  subnormal  building  during  the  past  six  months 
is  due  largely  to  these  priority  orders  and  the  monopoly  of  transpor- 
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tation  by  the  coal  industry;  and  being  a  Lake  port  through  which 
this  coal  for  the  Northwest  must  clear,  it  would  seem  that  the  cham- 
ber of  commerce  should  give  thought  in  advance  and  prearrange  the 
transportation  of  building  materials  in  order  to  get  building  done  at 
normal  prices. 

In  otner  words,  there  is  no  use  in  saying  that  the  price  of  building 
is  too  high  without  going  into  the  cause  of  the  high  prices,  and  if  the 
cause  is  monopoly  of  transportation,  and  if  vou  nave  to  do  with  the 
transportation  matter  in  the  interest  of  the  public,  through  the 
chamber  of  commerce,  it  might  well  be  a  matter  to  which  you  should 
give  serious  consideration  next  year. 

Mr.  Baer.  We  have.  We  gave  it  serious  consideration  this  year. 
We  got  an  economic  movement  to  these  box  cars  by  giving  them  loads 
in  the  direction  in  which  they  were  ordered.  The  same  practice  was 
true  in  the  open-type  cars,  although  it  wasn't  our  prime  interest — 
the  building  materials.  We  have  a  very  much  more  impressive  prob- 
lem before  us,  and  that  was  getting  coal  to  the  domestic  consumer,  to 
ward  off  any  prospect  of  a  coal  famine  this  winter.  And  the  service 
order  No.  10,  which  gave  that  priority  to  the  Lake,  wasn't  five  days 
old  before  we  lodged  our  protest  in  Washington,  followed  there  by 
oral  protest.  The  transportation  department  of  the  chamber  of 
commerce  has  been  very  active  in  that  line,  to  get  these  orders 
modified. 

Mr.  Miller.  That  order  did  not  work,  did  it  ?  Do  you  know  why 
it  did  not  work? 

Mr.  Baer.  I  think  it  was  unjustified  to  begin  with,  and  I  think 
that  is  one  very  good  cause.  One  witness  this  morning  testified  that 
for  manv  years  there  is  always  a  threatened  emergency  in  the  North- 
wt\st.  'f ho  same  thing  is  true  of  an  emergency  in  the  West,  as  far  as 
irrain  loading  is  concerned.  But  those  emergencies  have  always  ])et»n 
met  before  without  any  such  drastic  orders  as  given  in  these  cases. 

Mr.  M1L1.ER.  What  prices  are  you  paying  for  anthracite  for  do- 
mestic use  delivered  to-day? 

Mr.  Baer.  I  couldn't  speak  with  any  degree  of  accuracy,  hut  I 
think  the  price  of  anthracite  coal  delivered  is  perhaps  around  $19  or 

Mr.  MiLijcR.  What  price  was  it  at  this  time  last  vear? 

>rr.  Baer.  That  I  don't  know. 

Mr.  MiLij^.R.  Or  two  or  three  years  ago  I 

Mr  Baer.  Two  or  three  years  ago  it  was  probably  ShH. 

Mr.  Miller.  Can  you  account  for  the  difference  between  $>^  two 
or  three  years  ago  and  $19  to-day? 

Mr.  Baer.  No:  but  these  priority  orders  have  not  directly  affected 
the  movement  of  anthracite  coal. 

Mr.  Miller.  Don't  you  think  the  priority  orders  and  the  conges- 
tion of  cars  at  the  port  by  bituminous  have  crowded  out  anthracite? 

Sir.  Baer.  Yes:  1  think  it  has  had  its  effect  on  it. 

Mr.  Miller.  What  else  could  have  been  the  cause  of  a  rise  from 
>^*<  to  $19  in  anthracite  coal? 

Mr.  Baer.  Why,  I  couldn't  answer  vou  fully  on  that.  Of  course, 
the  increase  in  tlie  freight  rate  itself  lias  had  somethinjr  to  <lo  with 
it :  the  same  tiling  is  true  with  the  bituminous  coal,  and  the  same 
thins;  is  true  of  the  building  materials  cost.    I  had  intended  to  intro- 
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duce  some  testimony  on  that  subject,  something  specific  as  far  as  the 
building  materials  are  concerned. 

Mr.  Miller.  If  you  will,  please. 

Mr.  Baeb.  Befofe  Augu^  26  of  this  year  the  rate  on  bituminous 
coal  from  Pittsburgh  was  $1.45  a  ton ;  it  is  now  $2.06^  per  ton.  The 
rate  on  cement  from  Sandusky  before  August  26  was  7  cents  per 
hundred;  it  is  now  10.  From  Lehigh,  Pa.,  the  old  rate  was  18;  the 
present  rate  is  25  cents ;  from  New  Castle,  8^  and  12,  respectively. 

On  lumber — I  take  the  principal  sources  of  production — Seattle^ 
Wash.,  the  old  rate  was  71^  a  hundred,  the  new  rate  96^;  Jackson, 
Miss.,  the  old  rate  was  37,  the  new  rate  49J.  On  brick,  which  largely 
is  manufactured  here  in  Cleveland,  the  movement  on  switching 
rates,  the  old  rate  for  single-line  haul — ^that  is,  a  movement  made 
over  the  line  of  one  railroad — was  30  cents,  and  is  now  42 :  a  two-line 
haul  was  40,  and  is  now  56.  And  those  rates  previously,  as  you 
know,  were  increased  very  considerably  since  1914. 

Mr.  Miller.  You  are  speaking  now  of  the  increase  in  rates  taking 
place  on  the  26th  day  of  August,  over  and  above  the  rate  which  was 
made  in  June,  1918? 

Mr.  Baer.  Yes. 

Mr.  Miller.  At  which  time  the  rate  on  those  materials  had  been  in- 
creased about  50  per  cent? 

Mr.  Baer.  Twenty-five. 

Mr.  Miller.  Well,  the  ordinary  commodity  had  increased  about  25. 

Mr.  Baer.  And  before  that  variously  15  per  cent  and  5  per  cent 
since  1914. 

Mr.  Miller.  I  noted  with  a  great  deal  of  interest  that  the  Bureau 
of  Economics  at  Washington  had  figured  it  out  how  much  it  had 
cost  to  move  a  carpet  sweeper  from  one  place  to  another,  and,  to 
make  it  complete,  how  much  it  cost  to  move  a  vacuum  cleaner,  and 
also  how  much  the  increased  freight  rate  affected  the  moving  of  a 
felt  hat  and  a  dozen  of  lemons,  and  hundreds  of  those  commoaities; 
they  covered  the  movement  of  coal  from  Rock  Springs,  Utah,  to  a 
place  in  Wyoming,  and  the  matter  of  cement  from  Fresno,  Calif,  I 
think,  to  San  Francisco ;  and  we  have  asked  them  if  they  wouldn't 
be  kind  enough  to  give  us  the  figures  of  the  effect  of  the  increased 
freight  rate  of  June,  1918,  and  August,  1920,  on  cement  per  barrel 
from  its  principal  sources  and  lumber  from  its  principal  sources  in 
order  to  see  what  material  effect  the  increase  in  freight  rates  have 
had  on  basic  building  materials  since  before  the  war,  and  if  any  of 
those  figures  are  put  into  the  report  it  might  be  worth  your  noting. 

Mr.  Baer.  Yes ;  I  would  be  very  glad  to  have  it. 

Mr.  Miller.  It  would  simplify  the  figures  you  have  given. 

Mr.  Baer.  Of  course,  on  these  basic  commodities  the  effect  is  very 
marked,  there  is  no  doubt  about  that;  they  are  quite  an  element  in 
the  cost. 

Mr.  Miller.  It  has  been  suggested  to  me  by  some  that  where  gen- 
eral commodities  are  paying  $1.85  against  a  dollar  that  they  paid  for 
transportation  before  the  war,  the  building  materials  and  tne  heavier 
things  are  paying  $2.40  now  against  the  dollar  which  they  paid  before 
the  war,  and  those  figures  which  you  give  wouldn't  seem  to  contradict 
that. 

The  Chairman.  Now,  Mr.  Gott. 


RECONSTRUCTION   AND  PRODUCTION.  855 

STATEMENT  OF  MB.  PHILIP  P.  GOTT,  SECEETABT,  THE  BTIILBEBS' 
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Mr.  GoTT.  I  have  this  entire  report  in  writing,  and,  to  save  time, 
l)erhaps  it  would  be  advisable  to  leave  this  with  you  instead  of  taking 
up  jy-our  time  further  to-day. 

Ihe  Chairman.  Your  statement  in  writing  is  of  conditions  in 
Akron? 

Mr.  GoTT.  Of  conditions  in  Akron,  and  such  recommendations  as 
have  been  found  advisable  from  contractors,  architects,  and  bankers 
tiiat  I  have  called  upon  in  behalf  of  this  meeting. 

The  Chairman.  Let  us  have  the  recommendations,  and  the  rest 
you  can  file  with  the  committee. 

Mr.  GoTT.  I  have  here  a  recommendation  by  a  committee  of  three 
l)ankers  of  the  Akron  Clearing  House  Association,  considering  the 
present  state  of  the  building  mdustir  from  the  viewpoint  of  the 
banker,  and  having  carefully  studied  the  fundamental  elements  caus- 
incr  the  present  stagnation  of  building  operations,  we  have  concluded 
to  submit  the  following  recommendations: 

1.  We  advise  tho  revision  of  the  tax  laws  on  real  estate  proiierty,  so  that 
luortgages  of  all  kinds  can  comi^te  with  nontaxable  bonds  and  preferred 
^lorks.  thereby  causing  more  private  capital  to  be  available  for  building  invest- 
iii»*nts.  us  well  as  furnishing  more  encouragement  to  banking  institutions  In 
i»niJing  money  on  construction  loans  as  against  other  investments. 

2.  We  also  advise  the  revision  of  the  excess-profit  tax  laws,  thereby  stimulat- 
.iji:  production  to  a  degree  that  the  automatic  operation  of  the  law  of  supply 
.uhI  demand  would  moderate  and  stabilize  prices. 

That  is  signed  by  Charles  Herberich,  Ira  E.  Myers,  and  C.  R. 
Musser,  bankers  of  Akron.  The  same  letter  I  also  have  here  from 
three  of  the  architects  covering  the  same  recommendations  just  road 
in  you,  together  with  a  further  recommendation  which  I  might  take 
the  time  to  read  to  vou. 

We  advise  the  education  and  training  put  to  use  in  more  practical  planning, 
••Jniplifled  design,  and  durable,  ei-onomical  construction,  making  possible  more 
'.♦'-irflble  domestic  environment,  better  investments,  and  more  economical 
i;;»k«*ep.  lessening  the  burdens  of  home  owners. 

That  is  signed  by  three  of  the  architects. 

The  Chairman.  In  connection  with  that  recommendation  I  might 
J' form  you  and  the  ladies  and  gentlemen  present  that  we  have  in- 
••  '.t<»d  a  number  of  the  leading  architects  and  construction  eniij^ineere 
••f  the  country  to  meet  together  to  formulate  recommendations  to 
tlie  building  fraternity  of  the  country,  modifying  present  building 
t»':riilations,  in  the  end  that  construction  may  be  had  at  a  less  cost. 
Any  further  recommendations? 

Mr.  (lorr.  They  were  the  principal  ones.  Of  course  we  cover  in 
tin*  report  the  subject  of  vocational  training,  increasing  the  appren- 
T:*v  system  through  the  vocational  schools;  the  subject  of  employ- 
:ii'«nt,*and  other  subjects  arising  in  regard  to  this  Question. 

The  Chairman.  \  ou  are  very  kind  to  come  to  tne  meeting,  and  I 
:i|»I>reciate  very  much  your  attention.    Now,  Mr.  Griggs,  you  are  next. 


STATEMENT  OF  MB.  HEBMAN  M.  OBIOOS,  MAHAOEK,  COAL  ASH 
QBE  SXCHAHOE,  AOEHT  OF  THE  DTTEBSTATE  COMMEBCE  COM- 
MI88I0H  UHDEB  SEBVICE  0BDEB8  5  AND  10. 

Mr.  MiixER.  We  have  heard  vou  spoken  of  in  the  East,  Mr.  Griggs, 
js  the  man  in  whom  everyone  has  confidence. 
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Mr.  Griggs.  That  is  very  nice  of  them. 

Mr.  Miller.  The  car  service  orders  are  now  all  suspended  i 

Mr.  Griggs.  The  Service  Order  No.  10  is  suspended.  Service  Or- 
ders 5  and  10  related  to  the  Lake  business  and  5  is  still  in  effect,  but 
5  only  requires  a  pooling  of  coal  to  the  Lakes — that  is,  it  provider 
that  all  coal  shipped  to  the  Lakes  for  transshipment  shall  be  consigned 
to  pools. 

Mr.  Miller.  No.  5  is  the  only  order  in  effect. 

Mr.  Griggs.  As  far  as  the  Lake  coal  business  is  concerned.  There 
are  a  number  of  other  orders  with  which  I  am  not  altogether  fa- 
miliar— Order  9;  original  Order  9. 

Mr.  Miller.  Originally  7,  and  then  9. 

Mr.  Griggs.  Well,  the  priority  order  for  public  utilities,  that  is 
not  in  effect. 

Mr.  Miller.  How  are  the  public  utilities  being  supplied  here  nowf 
Are  they  safe? 

Mr.  GmoGs.  Yes;  I  think  they  are.  Since  Service  Order  10  was 
suspended,  which  was  at  the  close  of  business  on  October  27,  tbe 
loading  or  coal  to  the  Lakes  has  decreased  more  than  half.  The 
average  for  the  last  three  days  of  last  week  was  1,813  cars,  whereas 
prior  to  October  27  we  were  running  a  little  over  4,000  cars  per  day. 
and  that  difference,  I  think,  is  practically  all  going  to  domestic 
consumers  and  to  the  utilities. 

Mr.  Miller.  How  many  days'  supply  have  the  public  utilities  here 
on  hand  now  ? 

Mr.  Griggs.  I  don't  know.  That  is  a  matter  I  haven't  kept  in 
touch  with,  because  my  job  now  has  been  handling  the  Lake  coal 

Mr.  Miller.  Do  you  know  what  the  public  utiHties  are  payinfr 
here? 

Mr.  Griggs.  I  do  not. 

Mr.  Miller.  Do  you  know  whether  they  have  had  their  contrnrts 
fulfilled  or  broken? 

Mr.  Griggs.  Such  contracts  as  the  illuminating  company,  which 
is  the  largest  utility  consumer  in  Cleveland,  is  concerned,  their  con- 
tracts were  from  the  output  of  certain  mines,  and  those  contract- 
were  carried  out.  Outside  of  that,  I  think  they  had  to  buy  in  ih^ 
open  market. 

Mr.  Miller.  How  high  did  the  price  go  in  the  open  market? 

Mr.  Griggs.  Generally  speaking,  or  to  the  illuminating  company! 

Mr.  Miller.  Well,  to  the  illuminating  company. 

Mr.  Griggs.  Well,  the  public  utilities  I  don't  think  paid  as  high 
prices  for  coal  as  some  of  the  industries.  The  Service  Order  9^  I 
think,  was  the  first  order  given  for  the  benefit  of  the  public  utilities 
providing  them  with  a  supply  of  coal,  on  which  they  were  not  re- 
quired to  pay  so  much  for  m  the  open  market,  in  my  opinion.  But 
generally  speaking,  the  price  of  some  coal  sold  in  this  market  ran  fts 
high  as  nine,  nine  and  a  half,  and  ten  dollars  a  ton. 

Mr.  Miller.  At  the  maximum? 

Mr.  Griggs.  I  should  hope  it  was  the  maximum  in  this  territory. 
The  territory  I  speak  of  is  m  the  coal-producing  territory  that  serves 
tidewater.  In  tidewater  territory,  of  course,  the  price  has  been 
higher  than  that. 

Mr,  Miller.  The  Boston  Elevated  bought  60  tons  on  the  26th  of 
October  for  $12.85  at  the  mines.    The  people  in  New  York  are  pro- 
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testing  cancellation  of  this  Order  No.  9,  saving  they  have  only  15 
days'  supply  for  public  utilities  in  New  x  ork  all  told,  and  they 
need  at  least  45  days'  supply  as  a  reserve  to  draw  on  in  the  winter 
months.    Is  there  any  such  condition  as  that  here  in  Cleveland? 

Mr.  Griqos.  No  ;  I  don't  think  we  have. 

Mr.  Miller.  Was  Car  Service  Order  10  a  successful  order? 

Mr.  Griggs.  Yes;  I  think  it  was.  It  didn't  function  a  full  hundred 
per  cent,  but  I  think  it  came  as  near  the  basis  of  4,000  cars  per  day 
jKs  conditions  would  permit. 

ilr.  Miller.  Mr.  — ^  writes  this :  That  they  are  still  2.*)  per  cent 
short  up  there. 

Mr.  Griggs.  I  don't  think  they  are  that  much  short. 

Mr.  Miller.  They  expected  to  get  4,000  cars  a  day  on  that  thing. 
How  near  did  they  average  during  the  days 

Mr.  Griggs.  In  the  last  three  weeks  of  the  order,  after  there  was 
more  ginger  put  into  it,  we  averaged  about  4,300  cars  a  day  for  18 
(lays. 

Mr.  Miller.  Why  didn't  it  work  in  the  first  place  ? 

^f^.  Gkiggs.  Well,  it  was  a  new  thing,  and  the  putting  out  of  the 
ivgulations,  and  the  handling  of  it  by  the  railroads,  and  the  attempts 
i>f  the  coal  operators,  perhaps,  to  get  exemption  from  being  required 
lo  ship  to  the  Lake — thev  didn't  get  it  into  operation  as  quickly  as 
they  l»ad  been  accustomecl  to  doing  in  the  past. 

Mr.  Mti^ler.  Has  there  been  any  coal  held  hereabouts  for  specula- 
tive  purposes? 

Mr.  Griggs.  In  the  I^akes  ?      No,  sir. 

Mr.  Miller.  Not  hereabouts? 

Mr.  Griggs.  I  am  speaking  of  what  I  have  knowledge  of,  and  that 
i.<  the  Lake  coal,  consigned  to  the  Lake  ports  for  transshipment ;  l^ut 
I  haven't  any  knowleclge  of  any  particular  coal  being  held  on  tracks 
f«T  speculation.    I  don't  believe  there  was  any  to  speak  of. 

Mr.  Miller.  Mr.  Willard  testified  that  a  man  could  buy  a  car  of 
trial,  move  it  to  a  port,  and  keep  it  there  as  long  as  he  wanted  to 
ii-s  long  as  he  paid  the  public  charge  of  $2  a  day,  with  five  days  free 
of  demurrage  charges. 

Mr.  Griggs.  He  couldn't  do  that  about  the  Lake,  because  they 
>%()ul(ln't  let  him.  I  would  make  somebodv  move  that  coal  before  it 
-i-t  fi\e  days.  We  don't  permit  anybody  to  hold  coal  that  way  in  the 
Lake  front. 

Mr.  Miller.  Do  you  remember  the  latter  part  of  July  there  was 
;in  order  issued  bv  the  Interstate  Commerce  Commission  permitting 
ruilroads  to  penalize  the  shipper  for  holding  coal  cars? 

Mr.  Griogb.  Yes,  sir. 

Mr.  Mii-LEK  AncI  tiien  there  was  an  aL^itation  airi'inst  it.  ami  the 
order,  evc»n  thou«rh  it  was  p'.*ri'nj-^ihle  an«l  not  in:«nilat<)iv.  \sa>  re- 
j^eiilfd.     Do  you  Know  why  that  was  ivpoah'i? 

Mr.  Griggs.  You  mean  on  tlie  <leinurra«rc  charm'-^? 

Mr.  MiLLKK.  Yes. 

Mr.  CiRKH.s.  Well,  theiv  was  so  nni<li  |)rrv>ur«*  pitt  on  the  caiu- 
fMis>ion  against  those  excessive  (*har«»(*s,  as  thi-  >hi|)|>er^  h>nktMl  at  it. 
tliat  thev  withdrew  the  order  on  mi^hii'rht  <»1*  the  dav  it  was  to  take 
•  ffeot. 

Mr.  MiM.KK.  The  hhipper^  were  injikin^r  h>t-  nf  i>r  >tit:  \\\\\'  should 
rlipy  object? 
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Mr.  Griggs.  They  don't  always  think  they  are  making  a  profit. 
They  will  object  to  a  good  many  things — the  shippers. 

Mr.  Miller.  The  Eiterstate  Commerce  Commission  made  a  very 
heavy  penalty  of  $10  a  day  for  holding  cars  for  the  use  of  lumber, 
when  there  was  no  emergency,  and  that  is  still  on.  It  is  a  strange 
thing  that  that  other  order  was  put  on  and  then  repealed  at  a  time 
of  unprecedented  coal  prices. 

Mr.  Griggs.  Well,  I  think  it  was  the  industries  or  the  people  that 
brought  the  pressure  to  bear  on  the  commission. 

Mr.  Miller.  It  was  the  user? 

Mr.  Griggs.  The  user,  the  consumer.  I  don't  think  the  coal  oper- 
ators would  have  any  particular,  interest  in  that.  The  only  benefit 
it  would  give  him  by  such  penalties  would  result  in  an  increase  in  the 
car  supply,  of  greater  efficiency  which  prompt  release  of  cars  would 
create  in  the  car  supply. 

Mr.  Miller,  Do  you  think  these  priority  orders  have  given  the  coal 
operators  the  opportunity  of  profiteering,  which  would  not  have  oc- 
curred had  the  priority  orders  not  been  issued  'i 

Mr.  GmoGS.  Why,  1  don't  think  so,  unless  you  say  the  more  coal 
produced  the  more  opportunity  they  had.  Other  than  that  I  don't 
think  there  was  any  special  opportunity  in  priority  orders  to  permit 
profiteering  in  coal. 

Mr.  Miller.  It  has  been  currently  reported  in  the  newspapers  that 

Eermits  and  other  licenses  under  the  priority  orders  liave  been 
aught  and  sold. 

Mr.  Griggs.  That  may  be  true  in  the  tidewater,  but  not  in  respect 
to  lake  coal  at  all. 

Mr.  Miller.  A  witness  testified  a  few  minutes  ago — perhaps  this 
is  out  of  your  line — that  formerly  domestic  coal  cost  $8  a  ton.  and 
now  it  is  costing  $19.     Can  you  account  for  the  difference  ? 

Mr.  Griggs.  No,  sir;  I  can  not.  I  just  had  a  conversation  with  a 
man  who  told  me  he  paid  $19  for  his  household  coal,  and  I  couldnH 
figure  it  out ;  neither  could  he. 

Mr.  Miller.  Have  you  any  plans  to  prevent  a  recuiTence  of  this 
monopoly  of  cars  by  the  coal  industry  for  another  year,  and  the 
crowding  out  of  general  commerce? 

Mr.  Griggs.  No;  I  haven't.  The  only  idea  about  this  regulation, 
if  you  want  to  call  it  that,  that  I  have  is  the  preparation  of  statis- 
tics covering  the  coal  business — the  production  of  mining  districts 
and  the  distribution  to  the  various  consuming  districts.  In  other 
words,  if  you  want  to  find  out  anything  about  any  fluctuation  of  the 
coal  business,  and  the  usual  source  of  coal  supply  of  a  community, 
there  are  no  statistics  at  the  present  time  that  are  sufficient  to  give 
you  the  information  you  desire.  I  think  if  jou  are  going  to  know 
what  the  coal  business  is,  and  if  you  are  going  to  attempt  to  form 
any  corrective  measures  in  respect  to  that,  the  statistics  should  be 
prepared  regularly  and  be  available  to  all  interested  bodies  and 
people  to  knov  just  where  this  coal  comes  from,  and  where  it  moves 
to,  and  the  purpose  for  which  it  is  used — ^by-products,  or  gas,  or 
steam,  or  domestic. 

I  believe  that  the  railroads  should  keep  prepared  such  statistics. 
Now,  the  railroads  do,  in  a  minor  way,  keep  statistcs  of  the  coal 
traffic,  but  my  experience  prior  to  becoming  identified  with  the  coal 
exchange  has  been  on  the  railroads,  and  it  has  been  one  of  my  theories 
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that  you  can't  tell  much  about  the  business  unless  jou  have  definite 
and  exact  information  about  it.  The  fluctuation  m  the  sources  of 
supply  will  give  a  good  guide  to  the  changes  in  price  of  coal  at 
times,  and  it  will  give  you  a  good  index  into  whether  those  districts 
which  ordinarily  supply  certain  large  consuming  districts,  and  par- 
ticularly when  the  consumption  fluctuates,  in  those  districts — whether 
that  supply  is  going  to  continue  from  that  district  or  not. 

Mr.  MiixEK.  In  August  of  this  year  Mr.  Willard  said  he  thought 
it  would  be  to  the  advantage  of  the  railroads  to  get  busy  and  arrange 
for  coal  movements  as  early  as  January,  rather  than  let  the  thing 
come  as  an  emergency  measure  in  June,  and  we  are  now  getting  along 
to  December,  and  realizing  the  consequences  of  tying  up  general 
industry  by  these  priority  orders  during  the  past  year.  A  great  many 
people  hope  some  action  is  already  being  taken  by  the  railroads  to 
gather  such  statistics  and  plan  such  movements  this  year  for  next 
year. 

Mr.  Griggs.  Well,  I  think  they  are  absolutely  essential  along  the 
requirements  of  the  coal  industry,  for  the  coal  consumers  of  this 
country  to  have  such  statistics.  It  makes  a  difference  as  to  how 
much  transportation  is  required,  whether  you  have  to  haul  that  coal 
100  miles  from  the  point  of  production  to  the  point  of  consumption, 
or  whether  you  have  to  haul  that  300  miles.  In  one  case  your  trans- 
portation might  be  fullv  ample  to  take  care  of  it,  and  yet  if  you  had 
to  haul  these  greater  distances  with  that  same  transportation,  you 
couldn't  do  it. 

Mr.  MiixER.  I  will  ask  you  one  more  question,  and  that  is  how 
al>out  the  supply  of  anthracite? 

Mr.  (fRiOGS.  Well,  I  don't  know  very  much  about  anthracite.  We 
deal  entirely  in  bituminous  in  this  exchange,  but  I  understand  the 
anthracite  movement  to  the  head  of  the  Lakes,  from  a  statement 
made  to  me  last  night  bv  an  anthracite  representative,  is  that  it  is 
about  the  same  as  it  was  last  year. 

Mr.  Miller.  Yes.    It  is  better  than  bituminous? 

Mr.  Griggs.  Yes. 

Mr.  Miller.  Rut  how  about  this  locality  here? 

Mr.  Griggs.  I  don't  know  about  the  details  of  that,  Mr.  Miller. 

Mr.  Miller.  Is  there  an>^hing  further  that  you  would  like  to 
sav? 

"ifr.  Griggs.  I  might  say  to  you,  on  this  Lake  schedule  under  Serv- 
ice Order  No.  10,  that  the  movement  of  coal  bv  Lakes  will  be  to- 
morrow  morning  about  an  even  20,0()(),()0()  tons.  It  might  be  a 
hundred  tons  more  or  a  hundred  tons  less,  but  with  the  loading  we 
are  doing,  you  can  call  it  an  even  20,000,000  tons. 

Mr.  Miller.  W^hat  rate  is  it  going  up  there  on  the  railroads?  I 
mean  around  the  other  way. 

Mr.  CiRiGGS.  Oh,  vou  mean  bv  rail? 

Mr.  Miller.  Yes ;  how  many  tons  a  day  ? 

.Mr.  (iRiGcss.  I  don't  have  any  statistics  on  that. 

Mr.  Miller.  Have  you  anv  idea? 

Mr.  (iRiOGS.  No;  I  haven^t.  There  always  is  a  movement  at  this 
.(^ason  of  the  year  from  the  Illinois  mines  to  the  Northwest,  but  the 
stati.stical  bureau  for  that  traffic  was  discontinued  during  the  war, 
and  there  are  no  .*<tatistics  that  will  show  just  how  much  the  aggre- 
fC^te  movement  is. 
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May  I  make  an  additional  statement  about  these  prices!  I  don't 
want  to  be  understood,  in  ^ving  the  prices  of  coal,  which  I  under- 
stood was  the  maximum  prices  at  the  mines,  which  was  on  the  basis 
of  carioad  shipments,  to  mean  that  that  was  the  general  run  of 
prices  of  bituminous  coal  in  this  territory.  A  large  number  of  op 
erators  sold  their  coal  at  considerably"  less — less  than  half  that 
amount. 

Mr.  Miller.  The  question  was,  What  was  the  maximum? 

Mr.  Grigos.  Yes. 

Mr.  Miller.  What  is  it  to-day? 

Mr.  Griggs.  I  should  say  five  to  five  and  a  half,  maximum.  There 
are  some  people,  I  believe,  asking  six,  but  I  should  say  five  to  five  and 
a  half ;  and  I  believe  five  dollars  is  the  maximum  price. 

The  Chairman.  Mr.  Blair,  you  proceed. 

STATEITENT  OF  MB.  WILLIAM  P.  BLAIS,  VICE  PBESEDEBT,  HA- 
TIONAL  PAVINO-BBICK  MANTIFACTUBEBS'  ASSOCIATIOH. 

Mr.  Blair.  I  have  a  statement  here  in  writing  which  I  will  read : 

The  undersigned  respectfully  submits  for  your  consideration  tlu*  follouhu: 
statement,  having,  as  he  believes,  a  most  fundamental  relationship  to  the  pn»l> 
lem  before  you. 

As  to  how  construction  of  highways  is  hindered  and  obstructed  is  readily 
answered,  and  the  answer  itself  discloses  very  largely  the  relationship  which 
highways  bear  to  all  other  construction  activities. 

Building  material  must  be  moved  and  distributed  If  you  would  build  hoiuf^s, 
just  the  same  as  wheat  must  be  moved  if  you  would  feed  the  people. 

Shortage  in  steam-railway  transportation,  affording  only  intermittent  deliverj 
at  best,  of  brick,  stone,  sand,  cement,  and  gravel,  destroys  labor  organizatioi!. 
both  at  the  production  end  and  at  the  point  of  road  improvement.  Irregularity 
of  coal  at  the  production  point  of  road  material  increases  expense,  destroj's  all 
elements  of  economy  which  are  attained  by  system,  compliance  with  contractual 
engagements,  and  harmonious  effect  produced  by  one  party*8  dependence  upoD 
another.  Resultant  uncertain  conditions  make  not  only  for  unreasonable  prices 
but  are  almost  a  complete  discouraging  influence  against  any  undertaking  whuh 
Involves  such  hazards  and  annoyance. 

Improved  roads  as  a  transportation  facility  for  the  improvement  of  other  nunls 
or  for  any  kind  of  construction  are  in  truth  and  in  fact  but  a  negligible  ftictor 
for  assistance,  because  they  do  not  function  as  a  transportation  agency.  We 
have  scarcely  a  single  road  in  this  country  that  is  a  complement  to  the  tnir^ 
for  transportation  purposes. 

Road  service  can  now  only  be  ni«\*\suro(l  in  minutes,  scarcely  by  hours.  W*- 
have  no  road  for  a  day  and  weekly  jroing.  Our  roads  scarcely  servt*  a  rt*stri< t*^ 
neighborhood.  They  do  not  reach  from  one  cycle  of  exchange  U\  that  of  Tin«»tin'i 
Not  a  single  center  of  population  in  the  country  is  provided  with  rural  ser\i<> 
over  a  dependable  highway  exceeding  25  miles — no  intereounty.  nnich  if>j2  j 
State  or  interstate,  road  that  can  \w  nse<l  as  a  convenience  for  any  trniJsiH"»rf;. 
tion  of  any  exchange. 

What  road  Improvement  has  been  so  far  accomplished  is  in  stretches  atui 
patclies.  Theife  stretches  and  patches  are  so  intensively  used  as  to  mak*"  p«t 
fectly  apparent  the  economic  value  of  a  real  road.  Figures  and  data  are  of  but 
little  use,  although  I  have  two  statement.*;  in  connection  with  that  that  1  '»" 
file  with  this  statement.  The  tragedy  involved  in  the  attempt  to  use  a  wnvK 
of  a  road  should  arous«*  attention  to  the  economic  waste  it  causes  and  cotul'ti 
action.  There  has  betMi  no  vision,  no  plan,  no  grasp  for  the  nation-wide  Iii};h 
way  service.  For  all  practical  purpo.ses  it  is  as  undeveloped  as  a  pathway  tn 
the  Pacific  before  Fremont  started  out  with  his  woolly  horse.  With  war  ui><^i 
us,  an  exploring  expedition  had  to  be  .fitted  out  to  discover  a  route  from  Detroit 
to  the  Atlantic. 

Pending  an  Increase  of  actual  pdpulfition  of  20,000,000,  an  lncreas«*  in  lonn;i;:v 
movement,  due  to  Increase  In  domestic  conveniences,  comforts,  and  luxuries  «»«vi-' 
to  another  20,000,000  of  transportation  demand,  we  have  not  addeil  nn  lri'*l»  •' 
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itaiispiirtation  facilities.  So  we  are  confronted,  us  it  were,  with  a  Nation  of 
-M».<M)0,000  of  people  without  a  single  provision  for  their  transportation  needs. 
We  are  merely  sharing  with  them  what  we  had  15  years  ago.  With  30  per  cent 
of  our  coal  consumption  within  50  miles  of  the  coal  supply  of  this  country, 
scarcely  a  ton  is  delivered  by  all-inclusive  highway.  The  highway  is  not  a  local 
n<'i::hborhood  convenience.  It  is  a  nation-wide  necessity,  and  therefore  shoul(J 
U»  of  national  concern — to  give  use  as  the  shortest  route  and  most  immediate 
relief,  a  system  of  national  highways. 

* 

There  is  one  exhibit  that  I  wiiih  to  sliuw  the  committee.  It  is  the 
official  road  map  of  the  State  of  Ohio,  which  illustrates  a  condition 
many  per  cent  better  than  any  other  State  in  the  Union.  Now,  that 
map  represents  fairly  improved  highways,  but  you  can  readily  see 
there  that  it  represents  the  patches  in  between,  so  that  there  isn't  any 
single  road  of  anj'  consequence  functioning  fully  in  this  State  at  all; 
nor  is  there  in  the  United  States.  You  can  go  a  short  distance  and 
you  stop  in  a  mudhole ;  and  you  can't  go  from  one  State  to  another 
between  any  city  in  this  Union  where  a  road  functions  interstate. 

I  will  not  taKe  the  time  of  the  committee,  but  I  will  file  with  the 
( ommittee  just  what  one  short  stretch  is  doing  in  Ohio^as  I  recall, 
in  two  days'  time  something  like  5,000  tons,  9,000  passenger  cars,  and 
:t  number  of  other  cars,  aggregating  an  immense  tonnage,  hauled 
o\er  one  single  short  highway  in  this  country.  That  is  just  an 
••xample  of  what  a  road  might  do  if  we  had  an  extension.  There  is 
statistical  information  with  reference  to  the  Cleveland-Akron  road, 
showing  the  passage  over  that  road,  between  the  hours  of  4  and  5 
p.  m.,  Sunday,  May  20,  of  655  vehicles  of  all  kinds,  and  in  72  hours 
9,*^o4  vehicles  of  all  classes.  I  will  file  this  booklet  with  the  com- 
mittee. 

The  Chaijrman.  Mr.  Skeel  is  next. 

STATEHENT  OF  MB.  ALBERT  E.  SKEEL,  ARCHITECT,  CLEVELAND. 

OHIO.  ' 

Mr.  Skeel.  With  your  permission,  I  will  read  this  statement  which 
I  have  in  writing.    [Reading:] 

UM.i'iviiif;  :in   invitati(»n   In  pres(»nt   to  your   honorable  body    inrnniiMti<»n   in 

\.   i*i*ri  form  that,  as  an  anhittvt,  1  may  Im*  able  to  supply  on  industrial  ami 

I  •••i-inj:  coiiMtru<*tioii  in  the  city  of  Cli^veland.  on  the  <K*(*asioii  of  the  meetinj! 

»*    >«Mir   <Niinniitte<'   here   November   S.   11H.M),    I    have   tht»    honor   to   submit    the 

U  biU^  there  is  a  very  lar^e  amount  of  industrial,  commercial,  and  other 
'  n  tlinu'H  awaitinic  favorable  opportunity  for  ere(?tion  here  in  Cleveland,  this 
.  t  »-«i  of  oonstruetion  iias  kept  reasonable  paee  with  the  requirements  of  this 
•t.>.  arid  in  my  jud;rnjent  the  city  is  not  sufTerinp:  serious  conjjestlon  along 
t '«•-<'   l«i)«'R,     (hi   the  otiier  hand,  the  small   and   nuMllum   size  house  of  from 

♦  »ur   (o   »iix   rooms,   for   the  acenmmoilatlon  of  the  laboring;,   mechanical,   and 
;»-riral  part  of  our  (>opulation.  is  jd»solutely  inadequate  for  the  needs  of  the 

4  r-'^-ent  and  future  growth  of  this  community. 

i  'li'\ eland  Is  esiH»cialIy  fortunat«»  in  that  Its  toi)ojj:raphy  Is  very  favorable  to 

r     almost  uidimiteil  devel<»pment  of  land  suitable  for  homes.     This  condition 

\   in   led  to  tiie  de\ei<ipment   in  the  i»ast   of  this  <'ity   alonjr  the  lines  of  great 

l»*-r7illty  in  the  amount  of  laml   that  c«nild  be  occui)ied  by  one  fandly.     This 

.  ••'irally  le<!  to  tlu-  ere<*tlon  oi  houses  of  8  rooms,  and  often  10  rooms,  for  each 

';.»iidy.  which   is  a   much   lar;r<»r  hous4'  than  could  be  erected  In  communities 

•  r.-Te  land  a\ail.ible  was  nnicli  more  linute<l.  The  low  cost  of  building  In  the 
»  -r  nl«*o  addfHl  t<«  this  liberality  of  space  provided  In  homes  for  each  family, 
i  "'r  this  reason  we  rind  a  irnal  many  homesteads  in  Clovehmd.  While  we  are 
i..«*iHe«I   with   the  number  of  scimrate  Immes  that  we  have,   we  are  painfully 

.»•  jire  of  the  wasteful,  sho^Idy  constru^'tion.  and  the  archaic.  Inconvenient,  and 
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puriMjseless  planning,   and  the  disagreeable  exterior  appearance  of  many  ol 
tliese  homes. 

Starting  back  about  the  year  1896,  the  apartment  buildings,  terrac*es,  quaU- 
ruple  and  duplex  houses  began  to  multiply,  as  the  population  increased  so  rap- 
idly that  it  seemed  impossible  to  house  the  people  in  the  old,  liberal  (and  per- 
haps from  the  present  point  of  view)  wasteful  manner.  From  that  period  op 
to  the  present  time  there  has  been  a  gradual  but  continuoos  contraction  in 
the  amount  of  land  and  space  in  homes  provided  for  each  family.  This  de- 
velopment has  proceeded  in  the  past  largely  under  the  direction  of  the  real 
estate  dealer  and  the  speculative  builder.  The  present  conditions  of  the 
housing  problems  show  that  we  have  been  leaning  on  a  broken  reed  for  tlie 
performance  of  this  important  function  for  the  community,  becaa^  with  the 
rising  prices  of  labor  and  materials  came  the  need  for  economical  and  scientific 
planning  in  the  use  of  land  and  homes.  This  the  agencies  above  mentioned 
seemed  unable  to  supply.  The  inefficient  handling  of  this  important  problem, 
together  with  other  contributing  causes,  has  brought  about  an  almost  com- 
plete cessation  of  the  building  of  the  low-priced  homes,  and,  as  only  about 
25  per  cent  of  the  number  of  homes  are  being  built  to  take  care  of  the  normal 
growth  of  the  city,  the  condition  is  becoming  increasingly  serious. 

The  architects  began  to  feel  the  effect  of  these  conditions  in  their  work  some 
10  years  or  more  ago,  even  in  the  higher-priced  operations,  with  the  result 
that  much  study  was  made  along  the  line  of  furnishing  fewer  and  larger 
rooms,  with  a  corresponding  study. of  the  economy  of  land  and  materials  uwl 
and  a  general  contraction  of  the  space  occupied  by  even  the  moderately  well- 
to-do  family.  During  this  later  period  there  has  been  a  real  development  of 
the  community  desire  for  more  beautiful  and  better-planned  homes.  This  has 
brought  forward  a  number  of  splendid  suburban  developments  for  homess 
which,  with  the  assistance  of  capable  architects,  have  provided  many  reaideo- 
tial  sections  in  this  city,  of  which  we  are  proud.  This  type  of  home  development 
has  fully  kept  pace  with  the  growth  of  the  city.  It  is  unfortunate,  however, 
that  many  of  these  types  of  homes  are  standing  empty  to-day  awaiting  sale. 

What  Cleveland  needs  to-day  are  thousands  of  accommodations  and  homes 
for  families  of  four,  five,  and  six  rooms,  and  these  homes  must  be  built  so  that 
the  sale  and  rental  basis  of  same  can  be  fixed  complete  with  land  at  ^iW, 
.$5,00C),  and  $6,000.  These  homos  could  then  be  rented  at  approximately  $SS, 
$42,  and  $50  per  month,  respectively.  This,  under  present  conditions,  seems 
almost  impossible;  but  we  are  on  the  returning  crest  of  the  price  wave,  and 
^he  problem,  though  difficult,  I  believe  can  be  solved.  Under  conditions  that 
existed  during  war  time.  I  believe  governmental  help  and  cooperation  In  tbe 
housing  problems  at  that  time  was  absolutely  essential,  but  under  peace  and 
reconstruction  conditions  I  believe  this  aid  would  come  too  slowly  for  anj 
immediate  relief.  Legislation  should  be  passed,  however,  and  by  etudyin? 
English,  Canadian,  Australian,  and  French  housing  legislation  much  help  could 
be  secured.  This  would  work  for  the  future  and  would  help  prevent  a  recur- 
rence of  the  present  conditions  that  we  face. 

Cleveland,  I  believe,  should  face  and  is  able  to  solve  its  o\^ti  immediate  hou* 
ing  problem  by  earnest  community  action.  I  mean  that  the  various  element> 
entering  into  the  complete  construction  of  homes  should  scale  down  the  oft»*n 
excessive  profits  which  are  collected  all  along  the  line,  somewhat  as  follows: 

The  money  loaning  interests  often  cliarge  7  per  cent  and  8  per  cent  on  lo.mv 
and  then  add  a  bonus  of  from  5  per  cent  to  8  per  cent  for  making  these  loans. 

The  real  estate  operators  buy  in  the  suburbs  at  farmvacreage  prices,  and  pn- 
in  little  or  no  improvements,  and  then  ask  the  same  prices  at  whldi  laud  wn 
be  bought  for  in  the  more  settled  parts  of  the  city. 

The  material  dealers  in  plumbing,  heating,  electrical,  painting,  and  gl»is? 
supplies  have  increased  prices  from  200  to  400  per  cent  over  1913  prices*. 

The  lumber  dealers,  whose  price  lists  show  increases  of  their  various  com 
nioditles,  such  as  shingles,  lath,  flooring,  etc.,  show  this  spring  Increases  rant:- 
ing  between  400  and  500  per  cent  over  1913  prices. 

Dealers  In  conrmon  brick,  whose  prewar  prices  would  average  $7  p«*r  tb<ni 
sand,  increased  prices  to  the  limit  of  $28  per  thousand,  the  early  part  of  this 
year.  There  are  numerous  other  dealers  in  materials  necessary  In  bnlldin:: 
operations  that  I  liave  not  mentioned,  whose  prices  are  equally  extravagant. 

Contractors  submit  to  the  architect's  offices  estimates  which  are  of  an  a5tt>n- 
ishing  character.  For  instance,  an  estimate  of  $22,000  was  submitted  for  tbe 
carpentry  work  only  of  a  brick  residence,  on  which  bids  for  complete  houi?e 
totaled  $30,000.    Then  a  price  approximating  $1  per  square  >^\rd  Is  asked  tor 
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two  coats  of  paint  for  the  exterior  of  buildings.  Another  instance  Is  where  tlie 
ori^nal  composition  roof  was  put  on  10  years  ago  at  a  price  of  between  $90 
and  $100,  a  recent  pric»e  was  submitted  to  repair  and  put  this  roof  in  good  shape 
of  between  $450  and  $500.  Another,  little  better  repair  for  the  same  roof  was 
priced  at  between  $550  and  $600. 

The  architect  himself  can  also  help  by  careful  and  conscientious  study  of  the 
<H-onomy  of  stock  and  marketable  materials  in  preparing  his  plans  and  reduce 
hn**  charges  on  the  larger  housing  projects,  where  much  duplication  can  allow 
Njnne.  The  labor  conditions  that  now  exist  in  which  restriction  of  the  number 
of  men  available  and  restriction  In  production  of  the  Individual  are  serious. 

No:  so  many  years  ago  a  contractor  could  confidently  figure  that  1,000  to 
2  J  UK)  common  brick  per  day  could  be  laid  Into  a  wall  by  a  mechanic.  He  w<»uld 
Ik»  l»old  Indeed  if  he  should  figure,  under  the  present  conditions,  that  more  than 
7tin)  or  600  common  brick  would  be  laid  in  the  wall  per  man  per  day.  In  other 
building  trades  the  mechanics  tolerate  equally  pernicious  conditions  to  exist, 
u  liich  cast  a  .susiiicion  on  the  loyalty  of  their  services  to  the  great  public,  of 
which  they  constitute  so  large  a  proportion.  As  the  labor  item  on  building 
<»l»i'rations  in  the  field  is  somewhat  over  50  per  cent  of  the  total  cost  of  the 
uiirk,  with  little  or  no  reduction  in  the  wage  schedule,  it  is  evident  what  an 
fiKirmous  <*ontributl(m  to  the  housing  problem  labor  can  make  If  production 
ua-^  brought  up  to  normal.  Employers  have  an  injurious  effect  by  cons  ructing 
industrial  plants  with  no  thought  for  the  housing  of  their  employees.  One  re- 
•^•iii  example  in  Cleveland  Is  a  new  plant  building  which,  rei)orts  say,  will  em- 
l»loy  7.000  t<i  8,000  people,  and  as  far  as  the  public  knows  no  provision  has 
t«H»n  ma4le  in  their  program  for  the  housing  of  these  employee*?. 

At  pivseu:  there  is  a  decided  lull  in  the  starting  of  new  building  operations, 
antl  in  my  judgment  there  Is  much  danger  iii  the  immediate  future  to  the  nor- 
ii^al  devel(»p"ient  of  the  city.  I  believe  Uiere  Is  building  enough  projected  here, 
Mrh*«r  than  the  smaller  housing  unl  s.  to  employ  all  present  available  building 

•  »l»«»ratlves  for  from  two  years  to  three  years.  Then  lined  up  parallel  to  this 
program  is  the  faet  that  there  is  enough  work  in  restoring  of  the  housing  si  u- 
.Miion  to  a  normal  ccmdltlon  to  employ  all  the  present  available  building  opera- 
tive-?* in  this  city  for  fmm  IS  months  to  2  years. 

ShouUl  either  of  these  programs  be  carried  forward  to  the  exclusion  of  the 

•  »»h»»r.  iuir  norjnal  deevlopment  will  be  greatly  retanled.     Should  these  oiwra- 
loiis  be  carrieil  on  simultaneously,  the  program  could  not  be  carried  out  with 

w»»»  men  now  available,  and  the  recent  abnormal  conditions  in  balding  would 
:ii:iiln  obtain.  !v  vigorous  increase  In  the  number  of  building  operatives  in  this 
<  itv   l«.  in  my  judgment,  imperative. 

This  Nation  and  this  city  proved  during  the  war  that  a  cooperative  coumui- 
ijity  spirit  exists  among  us.  Cleveland  has  shown  since  the  war  in  the  c«mi- 
II. unity  ehest  and  other  similar  activities  tha-  this  spirit  still  lives.  I  am  sure 
I  hill  If  Cleveland  will  attack  is  liou.*<lng  problem  with  the  same  serous  iMjmmu- 
f  I  y  action  that  it  has  displayed  on  numerous  other  occasi<ms,  we  can  solve 
4'  ,r  housing  problems  .so  as  not  to  Injure  the  social  and  Industrial  development 
4  It    this  city. 

A  comniiiiiiciition  from  Edward  C.  McCay,  realtor,  of  Cleveland, 
Clhio,  was  subsecjuently  received  which,  by  direction  of  the  chairman, 
wa>  cjrdered  printed  in  the  record,  as  follows:) 

(^i.KVKi.A.ND,  Xovvmhtr  G,  li)JO. 
•**.  iinli»r  Wir.i.i.SM  M.  Caidkr. 

Mt  I^kak  Sik:  This  letter  Is  prompted  solely  to  put  myself  on  nsMjrd.     It  is 

f  »y  Inipresshai  that  all  vitally  Interested  parties  have  sundry  reasons  leading 

.,!•  ti#  the  causi*  of  the  house  slH»rtnge,  and  also  have  various  ways  to  overcome 

r.      Ra<'b  have  to  a  more  or  less  extent  an  alibi  t(»  show  that  they  are  i»ot 

i.i\*»lve<l. 

All  will  conce<le  that  there  are  enough  laws  on  the  statute  Iwsiks  which,  it 
-iifiin'ttl.  woulil  frighten  the  building-supply  dealers  to  such  an  extent  that 
M  ••rt-  wimld  c-euH«»  to  l>e  any   profiteering  in   this  line.     In  other  words,   they 

•  .oiilfl  he  Katisfle<l  with  a  reaiMinable  profit.  If  there  ever  was  a  cla.ss  that  has 
■fkHli  advantage  of  the  law  of  supply  and  demand,  this  class  has.  The  Iab«ir 
i.-?»«lf*rs  In  this  c'linnnunlty  probably  have  not  realizi'd  fully  what  tlu\v  are 
,.#Miig  to  their  fellow  wmklngmen  by  enforcing  restrictions  to  output  <in  the 
!rj»-ifilH*rH  of  the  building  lrad«»s  prof«*ssi«m.     If  I  he  laboring  men  who  are  not 

:«iir»-  21  -\oi.  1-    -.Vi 
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of  this  profession,  and  their  wives,  were  properly  aroused,  they  could  brln?  a 
reaction  on  the  workers  of  the  huilding  trades  profession,  so  at  least  tbey 
.would  be  100  per  cent  efficient  rather  than  60  to  75  per  cent  efficient.  The 
natural  Instinct  of  an  honest  worker  is  not  to  bring  any  hardsliip  on  his  fellow 
worker. 

At  the  present  time  the  building  trades  artisan  is  contributing  to  the  house 
shortage  by  making  the  labor  expense  of  construction  too  great  If  ever  there 
was  a  class  of  labor  that  should  throw  their  heart  and  soul  into  their  work  to 
produce  houses  cheaply  and  quickly,  it  is  the  building  trades  profession,  if  for 
no  other  reason  than  to  allay  the  suffering  of  their  fellow  workmen  who  are 
experiencing  such  difficulties  in  getting  covers  over  their  heads  and  who  art* 
also  gouged  by  the  profiteering  landlords  who  are  taking  advantage  of  tbe 
situation. 

Then  there  is  the  financial  group  that  complacently  looks  on,  and  who  have 
various  and  sundry  kinds  of  alibis.  The  banker  says  that  a  mortgage  Is  D(»t 
liquid  enough  asset  to  take,  and  that  it  can  not  be  discounted  at  the  Fed<*riil 
reserve  bank;  that  the  demands  on  them  for  commercial  purposes  is  so  gr«ir 
that  they  can  not  take  care  of  it ;  that  this  money  is"  practically  on  call ;  ami, 
finally,  that  you  might  say  in  their  opinion  it  is  not  advisable  to  bulUl  at  this 
time,  due  to  the  high  cost  of  construction,  and  to  conclude  that  they  do  uot 
think  that  any  building  should  be  started  until  such  a  time  as  wages  of  latxir 
had  adjusted  itself  to  the  new  schedule  of  living,  and  until  the  price  of 
building  commodities  had  come  down  to  its  proper  level.  Even  then  they 
would  want  to  make  their  loans  on  probably  about  1917  valuations  rather  than 
the  present  high  cost  of  building. 

The  consequence  is  that  the  loan  one  would  get  would  be  so  trifling  that  tlin 
borrower  would  be  compelled  to  borrow  additional  money  from  the  RiMrt>M(l 
mortgage  man,  who  charges  from  20  to  25  per  cent  bonus  for  th^lr  money.  The 
second  mortgage  man  has  so  carefully  framed  liis  process  of  loaning  that  h*' 
seems  unconscious  of  the  fact  that  he  is  practicing  usury.  The  second  ruorl^ra;:** 
man  can  always  get  money  from  the  banks  nmch  easier  than  the  home  buihUr. 
because  he  borrows  it  for  short  time  periods,  while  naturally  the  home  bui)«i»*r 
wants  a  loan  for  a  long  time  period,  if  possible.  The  ordinar>'  banking  loan  «»:• 
a  home  is  for  one  year.  This  frightens  people  who  would  like  to  own  their  owii 
home,  because  thej*  are  always  fearful  that  the  loan  would  l)e  fort»closed  at  tLt- 
end  of  the  year.  The  fear  of  foreclosure  prevents  many  peaple  from  bujiiijr 
homes.  n 

The  building  and  loan  companies  loan  more  than  the  banks  do,  so  that  tho*^' 
parties  desiring' tO' buy  a  horile,  who  are  in  position  to  put  up  the  differmi'^* 
between  what  a  building  and  loan  company  would  loan  and  the  co.st  of  a  lu»m*". 
are  in  a  pretty  happy  shape,  as  t)ie  building  and  loan  allows  amoriizatioii  of  tli'* 
loan  over  a  period  of  j'ears,  dklioxlgh  the  tendency  of  the  building  jiiul  Uuiu 
companies  is  at  the  time  to  shorten  the  i^erlod  of  the  loan,  Evi»n  the  bullclin,; 
and  loan  companies  so  arrange  their  loans  that  they  too  usually  get  nji>re  tliau 
8  iKjr  cent  on  tlit'tr  monely.  It  Is  very  seldom  that  the  borrower  f\xlly  a\)i>T>  - 
elates  this.    Anything  over  8  per  cent  is  usury  in  Ohio. 

Everyone  concedes  to-day  that  proper  housing  makes  for  better  citlKenshif-; 
that  ownership  of  home  is  a  good  antidote  to  bolshevism.  Everyone  would  liU.' 
to  see  the  condition  whereby  people  desiring  to  build  or  own  tholr  <iwn  huui** 
could  secure  an  adequate  building  home  owning  loan,  as  they  realize  that  ihi< 
would  contribute  quickly  to  overcome  the  house  shortage.  Down  d«H*p  In  tlu'ir 
hearts  everyone  (,'oncedes  tJmt  the  cheapest  money  on  the  market  should  It- 
money  loaned  for  home  building.  But  the  financial  group  are  human  ;  the  ehamv 
to  profiteer  is  too  great,  due  to  the  unusual  demands  for  money  In  l>uf?Iiiess  aim! 
for  financing  foreign  loans.  The  rate  of  Interest  on  call  money  Is  too  gnvif 
Due  to  the  Federal  reserve  banks  not  allowing  the  rediscdunt  of  mortiruL-i*-, 
there  is  a  hesitaiicy  of  loaning  one  penny  more  than  can  be  beliKMl  In  moripiin-^ 
This  one  thing  contributes  largely  to  the  development  of  the  bonus  Idea  on  ttic 
real  estate  loan;  it  has  contributed  to  the  rise  in  the  Interest  rate.  Of  vonrs*-. 
the  bonus  and  the  high  interest  rate  have  been  exacted  with  eyes  rolled  hesiviMi- 
ward.  All  financial  institutions  realize  that  mortgages  are  the  best  asj**.*taf  tin*? 
loan  on.  but  not  as  goo<l  liquid  assets  as  stocks  and  bonds  (most  of  whicti  ♦«*•;» j* 
local  taxes). 

No  provision  has  ever  been  made  to  finance  the  young  ctiuple  startinjc  tmx  i'l 
life  with  cmiy  little  money.  TJicy  woui<l  like  to  buy  a  home,  with  a  suinU 
dc^wn  pjiynient  and  the  balance  on  the  small  monthly  payment  plan.    Some  agein"? 


RECONSTRUCTION  AND  PRODUCTION.  865 

niust  be  provided  to  get  the  differen(,*e  between  what  the  banks  would  loan 
thorn  and  the  cast  of  the  house  less  their  small  payment.  This  is  usually  evi- 
d«*nced  by  a  second  niortK>i;:e.  There  should  be  no  20  or  25  per  cent  bonus 
charges  for  this  second  mortgage  and  the  rate  of  Interest  should  not  be  over 
7  iH»r  c^nt.  This  difl'erence  should  really  be  provided  by  the  local  merchants 
and  manufacturers  and  public-spirited  citizens  who  are  anxious  to  have  their 
citizens  well  housed  and  wJio  do  not  want  their  city  to  stop  in  its  growth  by 
the  lack  of  housing  facilities. 

Home  owning  would  l>ecome  a  popular  national  pastime  if  you  eliminate 
tin*  fear  of  foreclosure.  Amend  the  Federal  bank  act  to  make  mortgages  re- 
discountable  or  pass  a  law  providing  for  a  Federal  urban  home-loaning  bank 
which  could  coi)e  with  this  impossible  situation  existing  to-day.  The  Federal 
^Javeniment  might  encourage  banks  to  pool  their  mortgages  in  some  nmnner 
}>nd  sell  debentures  against  them.  This  would  make  mortgages  a  more  liquid 
asset;  such  debenture  bonds  would  sooii  be  popular.  Even  rich  men  might  get 
rhe  habit  of  buying  such  debentures  in  preference  to  bargains  in  foreign  bonds, 
noti»s,  and  other  forms  of  securities.  Even  the  common  people  might  get  the 
liablt  of  buying  these  debentures  if  the  denominations  were  small  enough,  as 
tlipy  more  fully  appreciate  the  horrible  housing  condition  than  the  rich  do. 
This  might  be  a  godsend  to  the  poor  people  if  they  were  directed  in  buying 
d»*lM»ntures  In  preference  to  "wildcat*'  stocks.  The  Government  could  well 
afford  to  advertise  such  debentures  to  the  limit  and  discourage  Investing  In 
**  wildcat "  securities. 

Please  accept  these  rambling  .statements  from  one  who  wishes  you  well  In 
jiiur  inirestlgations,  and  who  does  not  handle  houses,  lots,  or  aiwirtments,  but 
\vhc>  snjiles  with  you  as  he  reads  of  the  various  alibis  produced  before  your 
cj  I  mm  it  tee. 

In  conclusion  I  personally  feel  that  with  proper  supervision  to  see  that  there 
Is  no  wastefulness  of  mcmey  that  money  should  be  provided  to  the  limit  to 
overcome  the  house  shortage;  that  each  community  should  augment  the  money 
btiined  by  the  banks  with  enough  additional  money  so  that  anyone  desirous  of 
iMiildlng  a  home  can  get  all  the  money  requlre<l  to  do  so  on  a  long-time  amortiza- 
tion plan  of  payment,  so  that  the  monthly  payments  are  no  greater  than  the 
ordinary  rents  would  be.  Home  owning  would  then  become  a  popular  pastime, 
:)s  before  mentioned.  Government  pressure  against  any  local  conspiracy 
:»inong  supply  dealers  will  prevent  any  artificial  prices  in  building  commodities. 
This  also  applies  to  any  natitmal  conspiracy.  Citizens  without  homes  almost 
•  J.-niand  this  prote<»tlon  from  the  Government. 
Yours,  very  truly, 

E.  C.  McKay. 

p,  j;. — If  the  Schinn  amendment  to  the  Ohio  constitution  was  made  effective 
i»v  the  State  legisliaure,  it  would  cause  money  to  flow  more  frt^ly  Into  mort- 
;j:t^tw.  as  it  takes  dire<'t  t:ix  olT  mortgngi'S.  The  borrower  always  pays  the  tax 
f  mw   in  one  way  or  a:H»tlier. 

Tlie  steady,  increasing  i>urden  (»f  taxes  on  visiide  property,  such  as  real 
•— tjilc,  makes  capital  ht*sitate  aiwrnt  seeking  Investment  in  real  estate.  The 
r«>nll'is  that  the  landlord  Is  jwisslng  fast.  The  man  with  nnmey  can  Invest 
Iji^  mi»iicy  in  too  many  other  ways  to  escape  taxes.  Stocks  and  bonds  can  be 
f.Hi  easily  conceahMl  fr(»m  taxes.  It  has  been  stated  that  five  billions  of  .such 
ifi%»*s<iments  are  (escaping  taxes  In  Cuyahoga  County.  If  the  amendment  to  the 
.  ..iistltutl«m  of  Ohio  WHS  made  effective  by  the  Ohio  Le;rislatnre,  whereby  every- 
.»!.*•  iiald  an  Income  tax,  then  a  very  large  sum  would  be  nilsed  from  new 
«iMarters  which  w<»uld  enable  assessing  authoritit\s  to  reduce  taxes  on  real 
.—tate.  Ileal  estate  would  then  be  a  more  inviting  and  safer  form  of  in- 
\«-Minn»nt. 

Mr.  Caij)ER.  The  committee  appreciates  the  kindness  of  Mr.  Goff 
and  Mr.  Stoddard,  who  have  hel|>ed  us  in  this  hearing,  and  wishes  to 
e-^ press  its  appreciation  to  the  gentlemen  who  testified  and  for  other 
kindnesst*s  shown. 

(Thereupon  the  committee  adjourned,  to  meet  at  the  call  of  the 

'•hairman.) 


KEOONSTRUCTION  AND  PRODUCTION. 


WEDNESDAY,  KOVEMBEB  10,    1920. 

United  States  Senate, 
Select  Committee  on  Reconstruction  and  Production, 

ChicagOy  III. 

The  committee  met,  pursuant  to  callj  at  10.30  o'clock  a.  m.,  in  the 
Auditorium  Hotel,  Senator  William  M,  Calder  presiding. 

Present:  Senators  Calder  (chairman)  and  Kenyon;  also  Messi's. 
Franklin  T.  Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  com- 
mittee. 

The  Chairman.  Ladies  and  gentlemen,  this  meeting  is  called  to- 
day as  the  result  of  a  request  made  by  the  mayor  of  yoUr  city,  your 
two  United  States  Senators^  your  chamber  of  commerce,  your  build- 
in^r  interests,  and  many  citizens  of  this  city  upon  this  special  com- 
mittee of  the  United  States  Senate  to  come  here  and  ascertain  through 
contact  touch  the  housing  conditions  in  the  city  of  Chicago. 

This  committee  was  authorized  to  make  this  inquiry  as  the  result 
of  a  resolution  passed  in  the  United  States  Senate  during  the  recent 
session.  We  have  visited  a  number  of  cities  in  the  East.  We  have 
visited  Cleveland  Monday  of  this  week.  We  are  making  a  survey 
now  of  the  Middle  West  to  ascertain  the  actual  conditions  in  the 
housing  situation  throughout  the  country,  and  at  the  conclusion  of 
our  inquiry  contemplate  reporting  to  the  Senate  just  what  we  believe 
the  conditions  are,  and  what  remed}',  if  any,  Congress  should 
authorize. 

The  introduction  of  the  witnesses  this  morning  will  be  in  charge 
of  the  gentleman  at  my  left.  I  would  ask  those  who  come  to  testify 
to  tell  their  story  as  quickly  as  they  can.  The  committee  is  anxious 
t/»  pet  every  possible  bit  of  mformation  that  you  have  and  also  would 
like  very  much  to  have  you  sugpest  to  us  what  remedy,  if  any,  Con- 
grejjs  can  offer  to  help  revive  this,  perhaps  next  to  the  production  of 
f<iods,  the  most  important  industry  in  America. 

Mr.  Jamme.  The  first  witness  is  Mr.  Frank  I.  Bennett. 

STATEMENT  OF  MB.  FEANK  I.  BENNETT,  DIRECTOB,  ILLINOIS 

PTJBLC  WOBKS  AND  BUILDINOS. 

The  Chairman.  Mr.  Bennett,  you  are  director  of  public  works 
afnl  buildings  of  the  State  of  Illinois? 

Mr.  Bennett.  I  am. 

The  Chairman.  Just  what  are  the  duties  of  your  office? 

Mr.  Bknnett.  The  (hities  cover  the  activities  of  the  division  of 
purchases  and  supplies,  which  involve  the  purchase  of  supplies  of 
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all  kinds  for  the  State,  including  coal  and  building  materiaL  It  has 
to  do  and  has  charge  of  all  the  building  operations  done  by  the  State, 
building  of  buildings  for  hospitals  for  various  institutions.  In  fact, 
all  of  the  building  operations  of  the  State. 

In  addition  to  that  it  involves  and  has  control  of  the  building  of 
all  of  the  highways  of  the  State,  the  roads.  Another  division  is  that 
of  the  waterways,  having  under  it  the  duty  of  building  the  waterway 
connecting  the  Sanitary  District  Canal  with  the  Illinois  River,  and 
thence  to  the  Mississippi  River.  It  has  to  do  with  the  public  print- 
ing.    In  short,  it  is  the  construction  department  of  the  State. 

The  Chairman.  Have  you  given  any  attention  to  this  housing 
shortage  that  exists  here  in  Chicago  ? 

Mr.  Bennett.  I  have.  I  have  personally  been  engaged  in  the 
building  of  houses,  some  apartments,  for  the  last  35  years,  during 
which  time  I  have  built  some  hundreds  of  houses  in  Chicago. 

The  Chairman.  Have  you  built  any  recently? 

Mr.  Bennett.  The  last  building  was  1915  or  1916.  At  that  tinie 
we  ceased  to  build  houses. 

The  Chairman.  Can  you  advise  the  committee  what,  in  your  opin- 
ion, has  been  the  cause  of  the  housing  shortage  here,  and  why  thert* 
has  not  been  more  building  of  late? 

Mr.  Bennett.  In  a  general  way  I  can,  I  think.  First,  let  me  give 
in  a  brief  way  the  situation  in  respect  to  housing  in  our  urban  and 
rural  communities  in  the  State.  In  1910  thirty-eight  and  a  fraction 
3er  cent  of  the  population  of  the  State  lived  in  rural  communities. 

y  "  rural  communities  "  I  mean  the  country  and  all  towns  and  vil- 
lages under  2,500  inhabitants.  In  the  urban  communities,  compris- 
ing all  towns  over  2,500  inhabitants,  sixty-one  and  a  fraction — if  I 
remember  these  figures  correctly,  and  I  think  I  do — lived  in  out 
cities.  Since  that  time  there  has  been  a  constant  movement  to  the 
city.  I  have  not  before  me  the  data  which  I  could  make  a  positive 
statement  from  as  to  what  proportion  or  percentage  now  live  in  cities 
as  against  the  rural. 

The  conditions  in  the  rural  communities,  generally  speaking- 
there  may  be  exceptions  in  towns  where  there  has  been  some  iinuMial 
activity  in  some  new  enterprise,  or  something  of  that  sort — the  hou>- 
ing  is  fairly  well  supplied.  When  it  comes  to  the  urban  or  city  coni- 
munities,  there  has  been  an  increase  in  population,  and  since  begin- 
ning the  first  of  1017  there  has  been  a  starting  of  the  shortage  of 
houses  and  apartments. 

The  Chairman.  1917? 

Mr.  Bennett.  About  1917.  I  am  looking  at  it  now  from  my  ex- 
perience and  not  from  statistics.  I  see  Commissioner  Bostnim,  of  the 
building  department,  is  here,  and  he  will  undoubtedly  be  able  to  giv»^ 
von  the  actual  statistics:  but  I  am  simply  going  to  give  my  crcneral 
knowledge  of  the  situation. 

Up  to  1917  our  experience  was  that  we  did  not  have  an  unusual 
market  for  buildings,  but  since  then  the  demand  has  grown,  and 
the  supply,  of  course,  has  not  been  here  to  meet  the  demand.  In 
1917  there  were  about  a  million  dwellings  in  the  State  of  Illinois, 
housing  12,000.000  families.  In  the  rural  communities  the  funu- 
lies 

The  Chairman.  You  do  not  mean  12,000,000  families! 
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Mr.  Bennett.  1^00,000.  That  would  pretty  near  equal  the  United 
States.  I  think  that  is  about  17,000,000.  There  were  about  1,200,000 
families  in  a  million  dwellings. 

In  the  rural  districts  that  was  at  the  rate  of  about  5.6  per  cent  per 
dwelling.  In  the  city  of  Chicago  we  had  about  8.9  persons  per 
dwelling  in  1910,  but  these  figures  are  taken  from  the  census  of  the 
United  States,  which  counts  an  apartment  building  as  a  single 
dwelling;  so  that  while  we  had  on  the  records  of  the  census  about 
250,000  dwellings  in  Chicago,  or  only  one-fourth  of  that  of  the 
entire  State,  we  had,  in  fact,  in  all  probability  nearer  400,000  of 
actual  apartments  and  dwellings.  But,  as  I  said,  up  to  1917  we  had 
taken  care  of  this  growth,  I  think,  fairly  well. 

Shortly  prior  to  1917  and  following  along  we  had  more  or  less 
ti*ouble  with  strikes,  materials,  and  cost  of  building  began  to  rise,  and 
it  got  to  a  point  where  it  was  not  safe  to  build  houses  for  sale.  At 
least  it  seemed  so  to  those  who  had  had  experience.  True,  we  went 
on  for  a  time  with  a  type  of  building  now  popularly  known  as  the 
bungalow.  There  were  quite  a  number  of  those  built,  but  the  apart- 
ment buildings  and  the  house  building  sortj  of  slacked  off,  until 
there  has  been  a  great  scramble,  and  there  is  now,  for  places  in 
which  to  dwell.  The  building  of  houses  for  sale  has  never  been  con- 
sidered by  the  financial  men  an  inviting  field.  The  same  is  true  of 
apartment  buildings.  They  are  largely  built — ^the  houses  are  built 
by  subdividers  to  develop  their  subdivisions.  The  apartment  build- 
ing are  generally  built  for  the  purposes  of  speculation. 

The  Chairman.  In  other  words,  the  men  who  build  these  houses 
build  for  the  market? 

Mr.  Bennett.  Build  for  the  market. 

Now,  the  costs  mounted  so  high  and  the  handicaps  of  building 
have  been  such  that  we  have  come  to  a  point  where  we  are  to-day,  in 
ra3'  judgment — and  statistics  may  show  I  am  right,  and  I  think  I  am 
right — at  least  two  and  a  half  years  behind  in  our  building  operations 
in  Chicago  to  meet  the  annual  demand.  That  means  that  in  order 
to  readjust  the  situation  we  will  not  only  have  to  build  sufficient 
Iniildings  each  year  in  the  future  to  take  care  of  the  increa.se  which 
IS  roikstantly  coming,  but  we  will  have  to  take  up  with  this  shortage, 
which  would  mean  a  double  program  over  anything  we  have  ever 
•  lone  for  at  least  a  period  oi  two  and  a  halt  years,  and  possibly 
longer,  but  I  should  sav  at  least  that. 

Now,  the  building  or  houses  for  sale,  as  I  have  said,  has  not  been 
a  profitable  thing,  except  as  it  has  enhanced  the  value  of  subdivisions, 
nwl  occasionally  here  and  there  a  small  operation  where  a  man  by 
iriving  his  own  attention  to  the  building  may  have  made  a  slight 
profit. 

The  rents  previous  to  the  present  time  of  apartment  buildings  in 
(/liirago  have  l)een  very  low  as  compared  with  other  sections  of  the 
ronntrv.  There  was  no  inducement  to  build  except  to  those  who 
wishecf,  as  I  say,  to  si)eculate,  and  to  buy  and  sell  or  trade  and  get 
another  piece,  and  keep  themselves  going  and  make  a*  little  monev. 
i  >f  course,  there  are  exceptions  to  this.  Sonie  apartments  have  paid 
in  tlie  past,  but  ns  a  rule  they  have  not  paid. 

Xow,  we  are  confronted  with  the  high  cost  of  everything  that  goes 
t«»  ninintain  an  apartment.    We  have  increased  taxes,  due  to  many 
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legitimate  causes;  we  have  put  prohibition  into  effect.  That  meant 
that  the  taxes  had  to  be  raised  six  or  seven  million  dpllara  The  cost 
of  the  administration  of  all  public  functions  was  inci^ased. 

The  Chairman.  The  same  as  any  other  business. 

Mr.  Bennett.  Legitimately,  the  taxes  have  been  raised  and  neces- 
sarily raised.  So  that  burden  is  on  real  estate.  Beal  estate  does  not 
get  any  relief.  It  is  fixed.  It  is  on  the  books.  It  is  not  like  a  bond  or 
personal  property  that  is  carried  about  the  person  or  put  away  where 
it  is  not  found.  It  is  there  and  has  to  pay  its  full  part  of  this  tax, 
as  it  should,  as  a  matter  of  fact,  too ;  and  of  course  our  taxes  would 
be  much  less  if  all  property  was  reached. 

Now,  that  is  one  of  the  details  of  putting  money  into  these  build- 
ings. Men  with  money  know  they  are  going  to  be  taxed  when  they 
do  it. 

Now,  as  to  what  can  be  done  to  relieve  the  situation.  Tliat,  of 
course,  is  a  very  broad  field.  In  the  first  place,  there  must  be  a 
stabilizing  of  the  market  of  the  materials  that  go  into  the  cost  of 
building.  Until  that  is  done  the  man  who  loans  his  money — and 
most  of  these  buildings  are  built  on  borrowed  money — will  have  to 
know  that  there  is  not  going  to  be  a  shrinkage  that  will  impair  his 
investment  or  his  loan.  With  the  market  as  it  is  to-day,  where  we 
see  in  the  papers  that  now  and  then  this  commodity  and  that  com- 
modity is  reduced  in  price,  it  tends  to  unsettle  and  keep  an  unsettled 
building  situation. 

It  is  my  judgment  that  the  material  men  must  make  up  their  mind^ 
now,  if  they  are  going  to  get  any  considerable  business  in  the  builtl- 
ing  line — ^must  make  up  their  mind  now  to  come  down  to  a  sound 
position  on  the  question  of  furnishing  all  of  the  materials  that  g^> 
into  the  construction  of  buildings ;  that  the  labor  organizations  will 
have  to  study  the  troubles  of  the  man  who  does  this  building — I 
mean  the  owner  who  starts  out  to-build  this  building.  It  is  necessary 
for  him  to  know  in  advance  what  his  building  is  going  to  cost^  be- 
cause he  depends  upon  the  loan  with  which  to  pay  a  large  part  of 
it.  If  after  he  starts  his  building,  the  prices  are  raised  on  him 
for  this,  that,  or  the  other  thing,  which  has  been  frequently  done  in 
the  past,  he  finds  himself  embarrassed  and  oftentimes  ruined  in  his 
operations. 

The  Chairman.  You  do  not  think  it  is  enough  to  say  that  there 
shall  be  no  further  increase  of  labor? 

Mr.  Bennett.  I  do  not ;  no. 

The  Chairman.  You  do  not  think  it  is  enough  to  say  that  there 
shall  be  no  further  increase  in  material — that  there  must  be  a  reduc- 
tion in  both? 

Mr.  Bennett,  That  is  my  judgment,  or  else  there  will  have  to  be 
a  substantial  increase  in  the  returns  from  these  properties.  We  have 
the  claim  abroad,  and  I  think  no  doubt  it  is  justified  in  many  cases, 
that  there  is  much  profiteering  being  done  in  the  way  of  rentals:  and 
if  you  raise  the  cost  of  these  things,  the  return  must  be  raised  pro- 
portionately. * 

The  Chairman.  Now,  no  doubt  there  is  a  great  deal  of  profiteering 
in  rentals,  and  I  rather  agree  with  you,  if  you  kept  that,  then  you 
completely  stop  building. 
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Mr.  Bennett.  I  was  just  coining  to  that  in  a  moment.  I  have  felt 
that  labor  organizations  should  get  in  sympathetic  touch  with  the 
builder;  do  away  with  many  of  these  little  matters  which,  to  the 
organization  seem  all  right,  but  which,  as  a  matter  of  fact,  are  a 
great  embarrassment  to  the  builder  in  the  way  of  constiniction,  really 
uncalled  for.  They  should  give  a  full  day's  work  for  a  full  day's 
pay.  In  short,  the  laboring  man  and  the  mechanic,  if  we  are  to 
nave  prosperity  in  this  line  of  work,  ought,  as  I  say,  to  sympathize 
and  cooperate  with  the  builder  of  these  buildings — offer  an  induce- 
ment for  the  builder  to  go  ahead. 

Xow,  to-day  the  costs  are  so  high  that  if  you  go  to  a  loan  man 
he  will  not  loan  you  sufficient  money  to  build  your  buildings.  That 
is  fundamental.  It  must  be  changed.  Then,  again,  the  rates  of 
money  are  so  high.  Are  they  going  to  continue  ?  That  is  a  problem 
that  confronts  us.  If  they  do  not  continue,  he  has  got  his  investment 
and  he  has  got  a  sure  loss. 

(joing  back  to  your  question,  it  escaped  me  for  a  minute.  ^Vhat 
was  the  question  you  asked  me?  The  asritation  for  legislation  as  I 
see  it  might  result  in  a  two-edged  swora,  one  that  would  of  course 
control  the  profiteer  as  he  should  be,  but  it  would  also  deter  legiti- 
mate builders  from  entering  into  the  building  business.  With  all 
the  handicaps  that  the  building  owner  experiences  to  add  to  it,  a 
legal  limitation  as  to  what  his  earnings  would  be,  would  be,  in  my 
opinion,  a  calamity  to  this  industry  and  to  home  building.  We  cer- 
tainly want  to  reach  the  man  who  is  robbing  the  people.  At  the 
same  time  we  don't  want  to  kill  the  goose  that  lays  the  golden  egg. 
Ai»  I  have  said  before,  it  is  not  a  field  of  profitable  endeavor  taken  as 
a  whole. 

The  Chairman.  Mr.  Bennett,  is  there  complaint  in  any  other  cities 
of  the  State  about  housing  shortage  l>esides  Chicaj^o? 

Mr.  Bennett.  There  is  in  the  larger  towns  and  cities. 

The  Chairman.  I  ratlier  sum  up  your  ideas  that  the  high  price  of 
lHl>or  and  material,  the  difficulty  of  obtaining  money  for  financing 
Kuildin^s,  is  the  cause  of  the  present  trouble? 

Mr.  Bennett.  Those  are  the  main  causes ;  yes,  sir. 

The  Chairman.  And  you  are  of  opinion  that  when  prices  become 
nonmal  a<;ain  there  will  oe  a  revival  of  the  industry? 

Mr.  BENNfrrr.  I  think  s(»  beyond  a  question.  We  have  always  taken 
r-are  of  that  amply.  In  fact,  we  have  always  lieen  a  little  ahead  of  the 
nrirket,  as  I  understand  it,  in  Chicago. 

The  Chairman.  But  there  is  a  real  shortage  in  the  city  of  Chicago; 
y«in  haven't  any  miestion  about  that? 

Mr.  Bennett.  I  haven't  any  doubt.  Assuming  we  can  build  a 
liouble  progi-am  for  the  next  two  and  a  half  years,  it  will  take  us  all 
of  that  time  to  catch  up  with  the  shortage,  in  mv  judgment.  I  desire 
ti>  express  to  you  the  regret  of  (lov.  Lowden,  wTio  was  not  able  to  be 
here.  He  asked  me  to  come  in  bis  stead.  Your  communication  to 
him  reached  him  on  the  day  he  had  planned  to  leave. 

The  Chairman.  Please  remember  me  to  the  governor. 

Mr.  Bennett.  I  will,  thank  ^ou. 

Mr.  Jamme.  Senator,  we  desire  to  have  Dr.  Bobertson  testify.  Dr. 
Kobcrtson  is  the  health  commissioner  of  the  city  of  Chicago. 
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STATEMENT  OF  MB.  JOHN  DILL  EOBEETSON,  HEALTH  COMHI&- 

SIONEB,  CHXCAGO,  ILL. 

The  Chairman.  Dr.  Eobertson,  you  are  the  health  commissioner 
of  the  city  of  Chicago  ? 

Mr.  Robertson,  i  es,  sir. 

The  Chairman.  The  committee  is  more  than  pleased  to  have  vou 
as  a  witness  to  tell  us  just  what  you  think  of  this  housing  problem 
in  the  city. 

Mr.  Robertson.  Yes,  sir. 

The  Chairman.  Do  you  care  to  proceed  in  your  own  way  to  make 
your  statement  ? 

Mr.  Robertson.  If  you  please,  perhaps  that  will  save  time.  *Vs 
well  as  being  health  commissioner,  I  am  president  of  the  Municipal 
Tuberculosis  Sanitarium  Board,  which  has  to  do  with  tuberculosa 
and  the  care  of  tubercular  people  in  the  city  of  Chicago. 

In  that  connection  in  1917  we  made  a  housing  survey  of  8  square 
miles  of  the  center  of  the  city  of  Chicago,  extending  from  North 
Avenue  on  the  north  to  Twentv-second  Street  on  the  south,  Statt? 
Street  on  the  east  and  Ashlana  Avenue  on  the  west.  That  is  the 
center  of  the  city. 

The  school  population  showed  that  there  were  three  hundred  and 
fifty-three  thousand  and  some  odd  people  living  in  that  territory  at 
thai  time.  We  actually  examined  165,700  of  them.  We  found  14.*2^'3 
cases  of  tuberculosis,  or  8.6  per  cent  that  had  not  been  uneartheil 
prior  to  that  time. 

These  patients  were  gathered  up  and  placed  in  our  eight  dispensa- 
ries, so  that  we  have  increased  from  10,000  cases  of  tuberculosis  in 
1915  that  we  were  taking  care  of,  until  at  the  present  time  we  aiv 
taking  care  of  32,000  cases.  I  do  not  want  you  to  get  a  wrong  im- 
pression from  that,  because,  we  have  gathered  in  more  of  these  cases, 
caring  for  more  oi  them ;  the  fact  is.  by  reason  of  the  fact  that  we 
have  done  that,  we  have  lowered  the  death  rate  of  tuberculosis.  \  ou 
may  take  this  from  a  housing  standpoint,  or  you  may  take  it  from 
work  that  we  have  done,  so  that  your  minds  may  not  be  confused,  I 
want  to  give  you  facts  just  as  they  are. 

The  Chairman.  That  does  not  indicate  the  increase  of  tuWr- 
culosis  ? 

Mr.  Robertson.  That  does  not  indicate  the  increase  of  tul>erculosi>. 
In  fact,  in  1915  we  lost  4,161  people  from  tuberculosis,  or  12  funerals 
a  day,  in  Chicago.  That  was  reduced  last  year  to  3,265,  a  little  over  "^ 
funerals  a  day,  and  we  have  cut  the  figures  down  this  year,  so  that 
our  funerals  are  7  a  day.  That  on  a  population  which  is  35(U>'^> 
bigger  than  it  was  in  1915;  or,  according  to  the  census  figures,  wr 
increased  at  the  rate  of  70,000  per  annum,  or  700,000  in  10  years.  N) 
that  our  tuberculosis  rate  has  gone  down  in  this  community. 

Now,  if  you  were  taking  it  purely  on  a  housing  standpoints  yon 
would  say  the  lack  of  houses  did  not  affect  tuberculosis;  but  there  i- 
another  viewpoint  that  you  must  take  on  that,  and  that  is  that  tul»er- 
culosis  is  a  long-drawn-out  disease.  The  bad  housing  of  to-day  may 
give  us  bad  results  in  tuberculosis  five  years  from  now. 

A  survey  was  made  recently  by  the  police  department  of  the  citv 
of  Chicago  in  the  34  police  precincts.  It  shows  that  houses  or  fiats 
then  vacant,  which  was  on  August  4,  1920,  were  2,617. 
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The  Chairman.  What  was  the  date  of  that,  Doctor? 

Mr.  Robertson.  August  4.  I  should  judge  that  record  was  quite  cor- 
rect, because  the  police  could  see  whether  the  house  was  vacant,  from 
the  outside,  by  traveling  along  the  beat. 

The  Chairman.  In  the  entire  city? 

Mr.  Robertson.  In  the  entitre  city,  2,617  vacant  houses.  There 
weix*  houses  or  flats  under  construction  at  that  time,  3,719. 

The  Chairman.  For  that  many  families? 

Mr.  Robertson.  Houses  or  flats  under  construction — that  is  the 
way  it  is  headed — 3,719.  Families  living  as  boardei's  or  extra  tenants 
in  houses  or  flats  designed  to  be  occupied  by  only  one  family  is  the 
next  heading.    I  should  judge  that  would  not  be  so  reliable. 

The  Chairman.  What  is  that  figure? 

Mr.  RoBERi\s()N.  Three  thousand  three  hundred  and  thirty-five.  If 
you  will  note  by  looking  at  this  record,  which  you  may  have  if  you 
wit^h,  you  will  see  the  vacancies  in  the  various  precincts  of  the  city. 
I  do  not  care  to  take  very  much  time  to  talk  about  the  permits,  be- 
cause Mr.  Rostrum  will  iFoIlow  me  on  that;  but  our  records  in  the 
health  department  show  that  in  1913,  on  single-family  dwellings  per- 
mits were  issued  or  passed  upon  by  us  as  follows:  In  1913,  3,745;  in 
1914,  8,84(5:  in  1915,  3,995;  in  1916,  3,887;  in  1917,  2,033;  in  1918, 
910.  In  1919  it  jumped  to  4,204,  back  to  normal,  but  it  slumped  again 
this  year  to  1,044. 

However,  the  tenements  ranged  from  0,000  in  1913  to  259  in  1920. 

The  Chairman.  What  were  the  figures  for  the  tenements  in  1910? 

Mr.  Robertson.  In  1910,  7,098.  Now,  Mr.  Bostrum's  figures  may 
be  somewhat  different  from  these. 

The  Chairman.  What  were  they  for  1917? 

Mr.  Robertson.  1917, 1,904 ;  1918, 387 ;  but  they  jumped  up  again  to 
1.315  in  1919,  and  back  again  in  1920. 

The  Chairman.  So  that  roughly,  just  from  what  you  have  said,  it 
w^ould  indicate  that  there  were  less  tenements  constructed  in  the 
years  1917,  1918,  1919,  and  1920,  altogether,  than  there  were  in 
the  vear  1910,  in  the  prewar  year? 

Mr.  Robertson.  I  would  just  add  that  up  for  you  in  a  minute. 
What  are  those  vears? 

Tlie  Chairman.  1917, 1918, 1919,  and  1920,  together. 

Mr.  Robertson.  Well,  we  will  see.    There  is  3,9(X).     Yes. 

The  Chairman.  How  many  in  the  last  four  years? 

Mr.  Robertson.  About  4,(K)0  tenements. 

The  Cilvirman.  Against  7,000  in  1910? 

Mr.  Robertson.  Yes. 

The  Chairman.  In  fact,  about  one-half  as  many  in  the  four  years 
alt<iirethfr  as  there  were  in  the  year  1910,  the  prewar  year? 

Mr.  R<»BEirrsf>N.  Yes. 

Senator  Kenvon.  During  that  time  what  increase  has  there  been 
ill  |Kjpu la t ion.  Doctor? 

Mr.  Roberts<»n.  Our  population  has  increased  at  the  rate  of  70,000 
j.Hfr  annum. 

Senator  Kenvon.  So  that  there  have  lK»en  nearly  .•5(K),000  increase 
in  the  population  during  this  period? 

Mr.  Robertson.  Well,  280,000  in  four  years  at  70,000  per  y(»ar. 

I  told  you  that  we  were  taking  care  of  82,000  cases  of  tul)erculosis. 
I  have  10<)  nui*ses  in  the  district  doin<r  tliis.    These  nui-ses  are  around 
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from  house  to  house  daily.  They  are  traveling  beats,  so  to  speak. 
They  are  in  and  out  of  the  home.  I  asked  each  one  of  those  niirses 
to  write  me  a  letter,  a  short  letter,  stating  the  condition  in  her  dis- 
trict just  a^  her  general  impression  in  going  from  house  to  house. 
This  letter  is  dated  November  8.    It  reads: 

Ashland  Amsnue  Dispknsaby, 

10  South  Aahland  Avenue. 
Dr.  John  Ihi.l  Kobertsox, 

Commissioner  of  Health,  Chicago. 

My  Dear  Db.  Robertson  :  In  regard  to  the  housing  situation  in  the  Ashland 
AvtMiiie  DisiH'nsary  district,  the  nurses  lind  tliat  living  quarters,  which  bavi» 
heretofore  heou  abandoned  because  of  unsanitary  conditions,  are  now  beln? 
occupied,  owing  to  the  lack  of  dwelling  places.  They  do  not  find  any  morc^ 
families  **  doubling  '*  up  than  have  been  In  the  past  few  years. 
Yours,  very  truly, 

Augusta  G angle.  Head  Xurse. 

Here  is  one  in  regard  to  the  Sedgwich  Dispensary. 

November  8,  iy20. 
Dr.  John  Dill  Robertson, 

President  Board  of  Directors, 

Municipal  Tuberculosis  SanitaHum,  Chicago. 

Dear  Doctor:  In  a  general  way  bad  housing  conditions  prevail  on  ihe  North 
Side  in  a  district  bounded  on  the  north  by  North  Avenue,  on  the  east  by  Wells 
Street,  on  the  souih  by  Grand  Avenue,  and  on  the  west  by  the  Chicago  River. 

This  district  can  be  divided  into  two  classes:  (a)  The  rooming-house  district, 
representing  about  one-third  of  this  area  mentioned  above;  \b)  the  family 
groups,  occupying  about  two-thirds  or  the  western  portion  of  the  above-Dame<t 
district. 

The  housing  and  living  condivions  in  the  rooming-house  group  are,  as  a  rnlo, 
fairly  good ;  housing  and  living  conditions  in  the  family  groups  are  uniformly 
bad. 

Overcrowding  is  common  throughout  the  family  group  district.  This  per- 
tlcular  section  of  Chicago  has  been  termed  "  Little  Italy,'*  and  has  been  th*' 
scene  of  many  "  sawed-oflf  shot-gun  *'  tragedies  during  the  past  few  yeans.  It 
Is  In  this  particular  section  that  the  worst  housing  conditions  prevail :  most  <»? 
the  lots  contain  a  tenement  building  on  the  rear  as  well  as  the  fn>nt  of  the  lot. 
Narrow  gang>vays  lead  to  the  rear  houses  and  serve  In  many  instances  as  the 
only  entrances  to  the  subsidewalk  basement  flats ;  darkness  and  dampness  prac- 
tically Is  the  rule  In  all  these  tenement  flats. 

Large  families  are  common  In  the  district,  six  or  seven  children  with  the  imr- 
ents  occupying  two,  three,  or  four  room  flats ;  many  of  the  bedrooms  have  no 
windows;  most  of  the  living  rooms  are  dark  and  sunless.  There  are  hun- 
dreds of  basement  and  cellar  flats  In  this  district  and  overcrowding  of  all  the 
flats  and  apartments  is  practically  always  present. 
Very  truly,  yours, 

Lauba  R.  Hill,  Head  Xurne. 

Chicago,  November  .S,  1920. 

Dr.  John  Dill  Robertson, 

Commissioner  of  Healthy  Chicago,  III. 

Di-i-^B  Dr.  Robertson  :  I  am  submitting  herewith  my  views  of  the  results  "f 
the  housing  conditions,  as  far  as  they  have  come  to  my  notice,  in  the  diatrlci 
from  Thirty-ninth  Street  to  Sixty-third  Street  and  from  Stewart  Avenue  to 
the  lake,  over  which  the  Wabash  Avenue  Dispensary  has  supervision. 

Although  there  has  been  a  constant  Increase  in  population  during  and  sln<.v 
the  war,  there  has  been  no  building  of  new  homes.  As  a  result  of  scarcity  of 
flats  and  Increase  In  rentals  many  families  are  living  together,  or  families  have 
taken  in  roomers  to  their  fullest  capacity. 

Furthermore,  many  mothers  who  should  be  at  home  looking  after  their 
families  are  going  out  working. 

As  a  consequence  of  the  above,  there  Is  overcrowding  In  many  homes  and  In 
many  instances  where  supervision  is  lacking,  owing  to  the  mother's  absenci^ 
from  home,  the  control  of  the  children  Is  lost  and  moral  conditions  have  heci>me 
lax. 
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Of  course,  the  above  report  would  not  apply  to  the  entire  territory  over  which 
we  have  supervision,  but  varies  with  the  degree  of  congestion  and  status  of 
living  found  in  different  sections  of  our  district. 

I  think  the  above  information  will  be  of  interest  to  you  and  am  submitting 
it  for  what  it  is  worth. 
Yours,  very  truly, 

ESTELL  D.  Ll<X)NABD, 

Head  Nurse,  Wabash  Avenue  Dispensary. 

I  don't  know  whether  you  want  me  to  read  the  rest  of  them  or  not. 

The  Chairman.  Do  they  run  along  about  the  same  way? 

Mr.  KoBERTSON.  Yes;  they  run  along  about  the  same  way.  About 
half  of  them  say  that  from  their  viewpoint  there  are  enough  of 
houses,  plenty  of  houses.     The  other  half  show  just  the  opposite. 

The  Chairman.  As  a  result  of  all  these  inquiries  yo.ur  conclusion 
is  what.  Doctor? 

Mr.  Robertson.  My  conchision  is  that  we  liave  some  shortage  of 
housing  in  Chicago,  of  course.  We  are  not  building  as  much  as  we 
have,  and  we  have  some  shortage  of  houses.  I  don't  know  wha£ 
effect  it  is  going  to  have  on  health.  Our  typhoid  is  the  lowest  of 
any  city  in  the  country.  It  has  been  getting  lower  all  the  time. 
Scarlet  fever  has  been  reduced  during  the  war,  in  the  last  five  years, 
S4)  that  we  have  only  lost  1,023  cases  of  scarlet  fever  in  the  last  five 
yi*ars. 

In  the  last  five  years  succeeding  that  we  lost  2,600  children.  Our 
«)i[>htheria  has  been  cut  down  20  per  cent,  so  that  up  to  date  we 
have  the  lowest  rate  of  any  city  in  the  country. 

Our  death  rate  was  12.52,  which  is  the  lowest  in  the  record  of  the 
history  of  Chicago.  These  are  the  records  as  they  are  taken  from 
the  books. 

What  effect  has  housing  on  tuberculosis?  In  this  surve}^  of  8 
s<juare  miles,  after  we  had  completed  our  general  survey,  we  sent  for 
a  housing  expert  to  take  21  square  blocks  and  examine  them.  We 
irot  Mr.  Todd  to  make  the  survey  for  us,  who  had  been  employed  by 
tilt*  State  of  Michigan,  and  by  Dr.  Vaughn,  who  had  been  in  Iowa 
making  a  survey  of  your  State,  Senator.  He  made  there  a  State- 
vvi«le  survey,  and  after  he  had  made  this  survey  of  21  blocks,  not 
having  seen  the  first  survey  made  by  our  doctors  and  nurses,  and 
the  21  blocks  had  been  selected  by  himself  and  Mr.  Dall,  beinff  good 
lihicks  and  bad  blocks,  a  peculiar  thing  happened — we  hacl  more 
tuberculosis  where  the  good  houses  were  than  we  had  in  the  blocks 
w  liere  the  bad  houses  were. 

Senator  Kenyon.  How  do  vou  account  for  that? 

% 

Mr.  Robertson.  Because  there  has  been  no  survey  ever  made; 
there  has  not  been  a  sanitary  survey;  there  has  been  no  proper  basis 
c<>  start  with.    As  I  sav  in  mv  book: 

ft  ft 

tu  <*cinn«iion  wirli  lidusini;  re|M)rts,  wo  aro  roiulnjUHl  of  tlu»  KtatiMiMMit  of  an 
••tiiin«t)t  Jurist,  who.  in  siHakin;;  of  tlie  three  roiirts — the  lower,  the  ai)|)ellate, 
anil  file  mipreine — h(u  1<mI  that  the  lower  eoiirt  was  the  court  of  original  error, 
thf  ajHM^tlate  nmrt  was  the  court  of  intpruiedinte  siKM'ulation.  and  the  supreme 
•  «»urt  the  c<»urt  of  ultimate  co!»J<»ctur(\ 

S«i  It  in  with  housing;  anrl  always  will  he  until  at  least  thn^*  fundaUK^ntal 
fuft«»r«  iinM-oiiMlilere<l  in  relation  to  tl»e  hous4»: 

1-  A  cUiir  uml  coini»U»te  ht»us4«  history. 

2-  S«K*la!  ami  uie<licai  hlstoi*j-  of  all  families  who  haw  evi»r  nrcupieil  tin*  hons4>. 
Sxrtli  tN'fore  anil  aftt^r  o^'cupancy  of  the  house  stu<lie<i. 

3.  The  c«>nipti*te  ilis«*as<>  history  of  iiallviiiuals  occupyin;:  the  hoiwe. 
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If  you  desire  to  call  in  some  of  the  people  that  have  been  engaged 
in  this  work,  this  book  will  tell  you  of  all  of  the  housing  surveys  that 
have  been  made  and  who  made  them. 

Senator  Kenton.  What  is  this  book  ? 

Mr.  Robertson.  This  is  the  1917  report  of  the  Municipal  Tubercu- 
losis Sanitarium  Board.  It  cost  us  $52,000  to  gather  this  informa- 
tion. It  took  one  year's  time.  We  had  expert  physicians  to  the 
extent  of  25  working  at  it,  and  we  had  the  best  housing  experts  we 
could  get. 

Too  much  has  been  made  of  housing  per  se  from  a  health  point; 
too  much,  I  say.  Now,  don't  misunderstand  me.  We  all  want  fresh 
air.  That  is  fundamental.  We  do  not  always  ^et  it  in  our  up-to-date, 
modern  apartment  flats.  We  get  fresh  air  tnat  is  like  the  Sahara 
Desert,  without  any  humidity  in  it.  Dry  as  the  air  that  blows  over 
that  desert,  and  that  would  be  a  most  wonderful,  modern  apartment. 
On  the  other  hand,  you  may  find  what  would  be  like  a  i)oorhouse, 
with  a  great  big  crack  in  the  window,  and  human  air  getting  in. 

Senator  Kenyon.  Doctor,  the  committee  would  like  you  to  give  us 
one  of  those  books,  if  you  will. 

Mr.  Robertson.  It  will  be  very  good  reading  on  your  way  from  city 
to  city,  sir,  with  my  compliments. 

Senator  Kenyon.  If  you  could  suggest  any  way  to  improve  the  air 
in  the  Pullman  cars.  Doctor,  it  would  be  advantageous. 

Mr.  Robertson.  We  might  take  the  roof  oflF,  Senator;  then  they 
would  kick  about  the  cold.  It  is  a  very  difficult  problem.  Lieonarcl 
Hill,  the  greatest  expert  on  ventilation  the  world  has  ever  known,  has 
said,  "After  20  years'  study  of  ventilation  I  know  less  than  I  did 
when  I  started." 

The  Chairman.  Doctor,  we  appreciate  very  much  your  coming 
and  thank  you. 

Mr.  Robertson.  Thank  you,  sir.  If  there  are  any  records  in  our 
office  or  any  further  datla  yoU  want  I  will  be  glad  to  furnish  it  for 
you.    I  hand  you  the  rest  of  the  letters  I  mentioned  above. 

The  Chairman.  I  thank  you.  They  will  be  copied  and  made  a  part 
of  the  record.  ^ 

(The  letters  referred  to  by  Mr.  Robertson  are  here  printed  in  full, 

as  follows:) 

November  9,  1020. 
Dr.  G.  S.  \Vi(;iiTMAN, 

^tatistician-lJirc'ctor  Publicity  atuJ  Education, 

105  West  Monroe  Street,  Chicago,  ///.. 

My  Dear  Dr.  Wightman  :  Subniittiiii^  the  following  observations  on  ]iMusf\vi 
and  living  conditions  of  to-day  as  compared  with  tliose  of  a  few  ye:irs  api», 
there  has  been  a  definite  improvement  along  these  lines  during  the  hist  four 
years. 

Formerly  in  congested  districts  a  family  of  seven  to  eight  individuals  wtmld 
occupy  from  three  to  four  dark  rooms.  It  was  not  at  all  uncommon  to  find 
four  children  and  two  adults  sleeping  in  one  dark,  poorly  ventilated  room.  In 
five  rooms  yim  would  find  roomers  and  boarders  In  addititm  to  a  large  family. 

Now,  this  same  class  is  living  in  larger,  lighter,  and  better  ventilated  quarters. 
Without  a  doubt  the  higher  salaries  may  be  considere<l  responsible  for  iln>». 
The  men  who  formerly  earned  from  $9  to  $15  a  week  are  now  receiving:  ^'Jf'^ 
to  $40  per  week. 

Tliose  who  could  afford  it  have  moved  into  better  neighborhoodg.  This  bus 
caused  a  shortage  of  homes  among  the  middle  class.  They,  however,  are  aixm^- 
tomed  to  favorable  living  and  will  have  nothing  less,  and  some  conpestiun  here 
is  not  a  conmumity  menace. 
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There  are  and  probably  always  will  be  certain  people  who  continue  to  live 
in  unhealthy,  clamp  basements.  At  the  present  time  this  number  Is  smaller  than 
when  low  wages  were  paid. 

From  general  observation,  I  would  say  the  housing  and  living  conditions  have 
much  improved  during  the  last  few  years. 
Very  truly,  yours, 

Anabel  Burt  Stubbs. 


RoBET  Street  Dispensary, 

November  9,  1920, 

I>EAB  Dr.  Robertson  :  In  regard  to  the  housing  situation  in  Robey  Street 
district,  the  nurses  report  little  change  over  that  of  other  years.  There  is  little 
crowding  in  those  of  our  families  having  fair  incomes.  Although  the  shortage 
of  houses  has  prevented  some  of  this  class  moving  to  better  homes  as  incomes 
have  increased. 

The  poorer  class  are  always  more  or  less  crowded,  but  not  more  noticeably 
now  than  formerly. 

Very  truly  yours, 

Retta  D.  Jones,  Head  Nurse. 


Stock  Yards  Dispensary, 
Chicago,  III.,  November  9,  J 920. 
I>r.  Jt)HN  Dill  Robertson, 

President  Board  of  Direetors, 

Municipal  Tuberculosis  Sanitarium, 

105  West  Monroe  Street,  Chicago,  III. 

Dear  Dr.  Robertson:  Yesterday  Dr.  Wightman  notified  me  to  send  you  a 
r«»iH)rt  on  housing  conditions  as  I  find  them  in  stock  yards  district.  The  foUow- 
inir  report  Is  suhmitted  after  conferring  with  Dr.  CVNeill,  several  of  the  field 
iiurK<*s  and  Miss  McGulre,  district  superintendent  of  Stock  Yards  United 
(Iiarities. 

A  few  years  ago  the  blETpest  evil  fn  stock  yards  district  was  the  boarder 
<iu**stic»n.  Beds  were  rentcnl  to  day  and  night  shifts,  occupied  constantly,  rooms 
j./.ver  ventilated  and  three  or  four  crowdetl  in  a  room  having  Insufficient  air 
*il>a''e  to  acconnnodate  only  one.  Due  to  the  lessened  Immlgnition  this'condi- 
rri»f»  Is  some  improved.  Old  frame  buildings  having  rooms  with  no  outside 
whidows  are  gradually  being  condemned,  bnt  few  new  buildings  have  been 
iT<«t(Hl  II  nd  the  oveivrowdlng  in  the  home  Is  a  very  serious  menace. 

The  high  rents  have  made  it  compulsory  for  families  to  rent  quarters  much 
T<.M  sMuli  or  to  rent  out  rooms  and  crowd  the  family  In  a  space  Inatlequate  for 
hi'Tilth  and  morals.  It  Is  Impossible  to  teach  ordinary  modt^sty  with  all  rooms 
iixerrrowdetl  and  a  loose  standard  Is  the  result.  No  home  social  life  Is 
j-<.^-n»le,  and  .so  all  pleasure  Is  found  outside  of  the  home,  and  the  young  people 
fr»*«ni*Mitly  gravitate  to  questi(mnl>le  phKvs. 

Due  to  wlucation  there  is  a  d(»Hire  for  better  home  conditions,  but  at  present 
it   if«  im|M>sKlble  to  find  suitable  quarters  at  suitable  rents.     I  tlflnk  it  Is  the 
o\fr(Towdlng  In  the  home  rather  than  the  building  that  is  at  fault. 
Very  truly,  yours, 

Grace  Saville,  J.  D.  W.,  Head  KurMC. 


Novr.MRKR  9,  1920. 
I»r-  John  Dh.l  Roiikrtsox. 

(  ummtHnioner  of  Jlcalth,  Chirnfjo,  III. 

f»>\R  Dr.  KonMaMiN:  Coinplyinjr  wirh  ynur  nMpu»*«t  in  reirnrd  to  hou*<ing 
•  j'.Mtliais  a.H  w««  fiiid  tluMn  in  !lu»  dl«-tri«-t  >ni><Tvisr4l  by  tlu»  (Jrand  <?n>s<ing 
I  •  ^^MMj^ary.  wliich  rimvi}<'s  of  IIm*  territory  sniilli  of  Sixty-tliird  Stroet  to  <-lty 
..I-  i-"^.  I  submit  t!iis  hJicf  rt'i^u't  IhimmI  on  n'lMiris  of  tlie  various  di^irict  iuirM»s 
-  ♦.  1  |>*'r»*orral  ot>«T\Mtlnii : 

III  our  riiiii;«'St»Ml  linhistrlsil  distrh-t*;  known  as  South  (MiIcmixo  ai'd  I'tilhrinu 
f  »»n«  <'\i«*tH  a  v«*ry  stTioim  slu»rta^<*  of  h^»^^v«.^.  'I'ju*  fact  tiiat  tluTe  has  Imm-u 
f .".n-Mfjilly  nn  lM»li»liT»'^  slti<'«»  hrfoiv  tlu»  war  in  tlios<»  wrtions  and  tla»  greatly 
.11.  rt'fiM'*!  |Mipu!ntlfMi  <»f  <»nr  city  lia<  broni:lit  this  nbont. 

T  »ls.  tog»»t?uT  witli  tln»  alMuirninlly  incn-aMMl  rrnts  nnd  the  lilL'h  cn<t  of 
••wiv  ni**t*s»*liy  4»f  lif«*  Ini^  <*on»p«'ll»'d  tli»»  pt'opl*'  to  'resort  to  sonu»  niellaHl 
\vl.'r»'hy  tliey  c«»u!d  n^luee  the  eost  of  their  living. 
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In  most  instances  this  has  been  done  by  "  taking  in  roomers  '*  or  by  fanrfliej* 
doubling  up.  This  overcrowding  entirely  eliminates  the  home  atmosphere  and 
comi>els  the  growing  girls  and  boys  to  seek  recreation  and  social  life  on  the 
street  corners,  pool  rooms,  etc.,  and  is  bound  to  have  a  deplorable  effe«t 
physically  and  morally. 

We  also  find  many  of  our  families  living  in  undesirable  basement  rw»ms 
and  paying  fifteen  to  twenty  dollars  a  month  for  quarters  that  did  not  brln:: 
more  than  five  to  eight  dollars  per  month  before  the  war. 

The  doctrine  of  health  and  hygiene  of  the  home  constantly  preached  by  the 
public-health  nurses  and  other  social  workers  has,  no  doubt,  created  n  desin* 
for  better  living  conditions  among  the  i)eople,  and  they  would  gladly  avyil 
themselves  of  the  opportunity  to  secure  better  homes  if  such  homes  wi»re  avail- 
able and  the  rents  not  prohibitive. 

There  has  been  some  building  of  bungalows  among  the  more  pn>spen»tLs 
neighborhoods,  particularly  in  the  southwestern  section  of  the  district.  h\i? 
even  among  those  there  is  a  dearth  of  homes,  and  I  believe  if  a  snnvy  of  tlu 
entire  district  were  to  be  nm<le  there  would  not  be  found  a  vacant  house  or 
apartment. 

Such  a  herding  together  of  human  beings  under  one  roof  is  certainly  not 
conducive  to  the  best  welfare  of  the  ccmimunlty,  and  I  trust  that  some  s*»i«ti<»n 
of  this  very  vital  matter  will  soon  be  found  In  the  Interest  of  the  public  lieaih 
and  happiness. 

Very  truly,  yours, 

Helkn  0*Malli:y. 
Head  Nurse  'Grand  Cronsinff  DMpen^ary. 

Mr.  Jamme.  Senator  Calder.  we  desire  to  present  Mr.  Charlei^ 
Bostrum,  the  building  commissioner  of  the  city  of  Chicajyo. 

STATEMENT  OF  MK.  CHAELES  BOSTEVH,  BIJILDINO  COMHIS- 

HONEE,  CHICAGO,  ILL. 

The  Chairman.  Mr.  Bostrum,  you  are  the  building  commissioner 
of  this  city? 

Mr.  Bostrum.  Yes,  sir. 

The  Chatrmax.  And  as  such  I  understand  you  have  charge  of  the 
granting  of  permits  for  all  new  building  and  for  repair  of  build- 
ings and  supervision  of  them  during  their  construction  ? 

Mr.  Bostrum.  Yes,  sir. 

The  Chairman.  The  committee  would  like  you  to  give  us  such 
information  as  you  possess  in  connection  with  the  building  opera- 
tions in  Chicago  during  the  recent  years. 

Mr.  Bostrum.  I  have  the  record  here  of  the  buildinff  activities 
from  1912  up  to  the  present  time.  I  would  like  to  read  tnem  to  yon 
so  as  to  give  you  an  idea  of  what  the  actual  conditions  are.  I 'am 
going  to  make  it  as  short  as  I  possibly  can. 

The  Chairman.  Before  you  start  your  statement,  are  you  from^ 
to  include  buildings  of  every  character,  or  just  housing? 

Mr.  Bostrum.  I  am  going  to  give  you  them  all  separate,  sci  y<»u 
can  see  what  has  been  done  in  the  different  lines,  the  different  dasse- 
of  buildings.  For  instance,  in  1912, 1913,  and  1914  there  was  busine*^ 
and  manuiacturing  buildings  erected  to  the  number  of  »^,945:  offit^ 
buildings,  purely  office  buildings,  228.  and  single  residences,  11.707: 
schools,  halls,  and  churches,  286;  theaters,  19;  apartment  buildings, 
varv'^ing  from  two  to  more,  13,217  buildings. 

The  Chairman.  Thirteen  thousand  two  hundred  and  seventeen  ? 

Mr.  Bostrum.  Buildings. 

The  Chairman.  Is  that  to  accommodate  that  many  families  '»r 
that  many  buildings? 


RECONSTRUCTION  AND  PRODUCTION.  879 

Mr.  BosTRUM.  No;  that  is  the  number  of  buildings.  No;  I  have 
not  the  record  of  the  number  of  families  in  those  buildings. 

The  Chairman.  For  any  of  these  years? 

Mr.  BoBTRUM.  For  any  of  these  years.  Now,  the  total  cost  for  all 
buildings  in  1912  was  $88,786,960.  In  1913  it  was  $89,000,000;  in 
1914,  $83,000,000.  In  the  years  1915,  1916,  and  1917  we  issued  per- 
mits for  business  and  manufacturing  buildings,  3.842  buildings; 
office  buildings,  231;  single  residences,  9.817;  schools,  halls,  and 
churches,  134;  apartment  buildings,  9,992. 

The  cost  of  those  buildings  in  1915  was  $97,000,000.  In  1916, 
$112,000,000,  and  in  1917,  $64,000,000. 

Then  we  get  down  to  1918, 1919,  and  the  10  months  of  1920.  Busi- 
ness and  manufacturing,  3,935;  office  buildings,  160;  single  residences, 
7,547;  schools,  halls,  and  churches,  63;  theatei-s,  14;  apartment  build- 
ings, 865. 

Now,  in  the  year  1919  we  issued  permits  for  single  residences  up 
to  4,596. 

The  Chairman.  What  year  was  that? 

Mr.  BosTRUM.  1919. 

The  Chairman.  In  1919,  single  residences  how  many? 

Mr.  BosTRr:sr.  Four  thousand  five  hundred  and  ninetv-six.  The 
peculiar  thing  about  that  in  the  apartment  buildings  we  issued  only 
457,  while  in  previous  years  we  had  as  high  as  4  apartment  buil(f- 
ings  being  erected  in  one  day,  over  4,000  a  year. 

Senator  Kenyon.  Was  that  true  every  year  up  to  1917,  or  just  the 
prewar  period  ? 

Mr.  I^osTRCM.  The  apartment  buildings  dropped  off  in  the  \"ear 
1917.  Up  to  that  time  we  issued  between  four  and  five  thousand 
permits  for  apartment  buildings;  but  in  1917  it  dropped  down  to 
1,174,  and  in  1919,  457,  and  this  year  it  has  dropped  down  to  H2. 

Senator  Calder.  Just  go  back  a  minute.  Have  you  got  there  the 
numl)er  of  apartment  buildings  for  which  permits  were  gi'anted  in 
1916? 

Mr.  BosTRi'M.  Four  thousand  two  hundred  and  ninety-three. 

The  Chairman.  Now  much  for  1917? 

Mr.  BosTRUM.  One  thousand  one  hundred  and  seventy-four. 

The  Chairman.  How  much  for  1918  ? 

Mr.  BosTRUM.  Three  hundred  and  twenty-six. 

The  Chairman.  Now  much  for  1919? 

Mr.  BosTRi\M.  Four  hundred  and  fifty-seven. 

The  (^HATRMAN.  How  much  for  the  first  10  mouths  of  this  year? 

Mr.  B()«TRUM.  Eighty-two. 

The  Chairman.  That  would  mean  this  year,  if  the  next  two  months 
iiv<»raged  up  with  the  last,  90  altogether? 

Mr.  BosTRfM.  Approximately,  yes. 

The  Chairman.  As  against  4,293  in  the  prewar  year  191C. 

Mr.  BosTRCM.  Yes.  sir. 

The  Chairman.  With  your  population  increasing  at  a  very  high 
rate  every  year? 

Mr.  BoftTRCM.  It  must  Ik?  home  in  mind  that  in  191(>  or  1917  there 
w;is  a  great  number  of  flats  in  Chicago  that  were  vacant.  Opinions 
'iiffer  as  to  alK)Ut  how  many,  but  I  <lo  know  there  were  a  great 
'  iinilier  of  flats  vacant  at  that  time.     Now,  thev.  of  course,  have  been 
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filled  up,  and  it  is  hard  to » tell  exflctly  what  shortage  there  is  in 
housing  in  Chicago. 

There  is  another  advantage  that  we  have  had  here.  Chicago  has 
a  great  area,  about  200  square  miles,  and  we  have  rather  cheap 
ground  on  the  outside,  where  the  workingman  could  so  and  get  the 
ground  and  build  their  homes.  Well,  when  they  built  their  homes 
they  built  them  larger;  the  cubic  contents  of  each  apartment  that 
our  family  occupies,.!  venture  to  say,  is  double  that  of  a  city  like 
New  York,  because  they  are  housed  in  bigger  apartments  in  the 
greater  part  of  New  York,  while  we  are  spread  over  a  greater  area. 

Now,  there  is  considerable  shortage  here  in  Chicago,  I  am  going 
to  say  that.  I  know  from  a  personal  observation  that  there  is.  But 
I  doiuot  think  we  are  as  bad  off  here  as  I  have  seen  in  other  cities. 
We  have  workingmen  here  that  had  six  and  seven  room  apartments. 
The  reasonable  price  of  the  ground  and  price  of  material  and  labor 
that  was  here  before  the  war  made  it  so  that  it  was  possible  for 
those  people  to  live  in  quarters  of  that  kind.  Now,  it  is  not  such  a 
great  hardship  for  them  when  their  children  get  married,  for  in- 
stance, to  double  up,  let  their  sons  or  daughters  stay  with  them.  It 
would  be  more  difficult  if  they  were  housed  in  a  small  apartment 
like  they  are  in  some  other  cities.  Of  course,  we  have  some  of  them 
here,  but  I  do  not  consider  the  shortage  of  houses  such  a  seriou? 
proposition.  It  is  serious  in  a  way.  But  when  we  come  to  submit 
some  remedy  for  that  it  is  a  great  deal  more  serious  again,  accord- 
ing to  my  judgment. 

The  Chairman.  You  were  a  builder  yourself  before  you  went  into 
the  building  department,  were  you  not? 

Mr.  BosTRUM.  I  have  spent  all  my  life  in  that  line. 

The  Chairman.  And  you  have  been  building  homes'? 

Mr.  BosTRUM.  I  have  been  building  up  to  three  or  four  or  five 
hundred  homes  a  year  before  I  entered  this  office  that  I  am  in  now. 

The  Chairman.  What  is  the  reason  that  building  has  stopped  t«^ 
the  extent  that  it  has  here  ? 

Mr.  Bostrum.  Well,  the  reason  for  it  is  the  high  cost  of  constnjc- 
tion — material  and  labor,  and  then  the  expense  in  financing.  Inter- 
est has  increased,  commissions  have  been  increased,  and  everything 
that  goes  in  to  make  up  a  home  has  increased. 

The  Chairman.  The  interest  rate  on  mortgages  on  real  estate  ha? 
been  what  in  the  past? 

Mr.  Bostrum.  What  is  that? 

The  Chairman.  What  has  been  the  interest  rat«  on  real  estate 
mortgages — the  interest  rate  in  Chicago? 

Mr.  Bostrum.  The  interest  rate  has  varied  from  5  to  6  per  cent 
before  the  war. 

The  Chairman.  And  it  is  what  now? 

Mr.  Bostrum.  The  interest  rate  now  has  been  hauled  down  to 
around  6  per  cent.  A  good  many  are  charging|7,  with  this  excep- 
tion, Senator,  that  when  you  make  a  loan  you  will  be  asked  to  pay 
a  commission  at  least  equal  to  1  per  cent. 

The  Chairman.  Is  there  a  legal  rate  of  interest  here^  a  rate  fixe^i 
by  law,  6  per  cent? 

Mr.  Bostrum.  Yes;  there  is. 

The  Chairman.  Six  per  cent? 

Mr.  Bostrum.  Seven  per  cent  is  the  State  law. 


KEOOXSTRUCTION   AND   PRODUCTIOX.  881 

The  Chairman.  So  that  7  per  cent  can  be  charged  on  a  real-estate 
mortgage  ? 

Mr.  BosTRUM.  Yes ;  and  it  is  charged  on  a  good  many. 

The  Chairman.  That  is  the  almost  universal  practice  now,  isn't  it, 
7  per  cent? 

Air.  BosTRUM.  They  are  aiming  to  hold  it  down  to  6  and  make  it 
up  in  this  way,  that  they  are  charging  this  new  commission. 

The  Chairman.  So  that  if  you  should  borrow  money  at  6  per  cent 
for  a  term  of  three  years  they  would  make  you  pay  3  per  cent  com- 
mission i 

Mr.  BosTRUM.  Three  to  five  and  eight  and  ten  per  cent;  depends  on 
the  value  you  have  and  what  connection  you  have  with  the  financial 
iDstitution. 

The  Chairman.  Do  you  tell  me  that  the  people  who  lend  money 
to-day  are  charging  as  high  as  10  per  cent  l)onus  or  commission  for 
making  the  loan'^ 

Mr.  BosTRUM.  That  has  been  done. 

The  Chairman.  Does  that  10  i>er  cent  go  to  the  broker  or  to  the 
institution  that  loans  the  money? 

Mr.  BosTRUM.  That,  of  course,  I  can  not  say,  but  judging  from  the 
advertisements  that  I  see  in  the  paper,  of  certain  institutions  here, 
they  can  sell  mortgages  to  net  7  per  cent,  when  at  the  time  there  was 
hardly  nothing  but  6  per  cent  on  the  market — going  to  show  that 
ihov  must  be  giving  up  some  of  it  to  the  investor. 

The  Chairman.  Wnere  is  the  mortgage  money  obtained  in  this 
<-it y  i  Is  it  through  the  savings  banks  or  tcxist  companies  or  mort- 
^aire  companies;  how  is  that  operated? 

Mr.  BosTRUM.  That  is  handled  by  banks  and  trust  companies  and 
mortgage  brokei-s,  insurance  companies,  and  so  on. 

The  Chairman.  Most  of  the  money  comes  from  the  banks? 

Mr.  BosTRUM.  I  would  say  the  most  of  it  comes  from  the  banks; 
y<*h:  especially  for  small  loans.  Now,  if  there  is  some  very  large 
loans,  going  up  to  millions,  then  of  course  it  may  be  some  syndicate 
that  underwrites  that. 

The  Chairman.  Do  you  have  a  savings-bank  system  here  such  as 
we  ha%'e  in  New  York,  a  mutual  savings-oank  system  that  loans  most 
of  its  deposits  on  mortgages? 

Mr.  BosTRUM.  They  do  not  have  that  here.  They  do  not  operate 
in  that  way.  They  have  savings  accounts,  but  they  dp  not  take  that 
iwrnl  and  loan  it  out  on  real  estate.  I  do  not  think  tl>e  law  allows 
them  to  do  that. 

S<»nator  Kenyon.  Do  you  have  building  and  loan  associations? 

Mr.  I^JSTRi'M.  We  have  a  few  buihUng  and  loan  associations,  but 
iff  hite  years  they  have  not  done  very  much  business. 

The  Chairman.  I  just  want  to  go  back  to  your  figures  again.  You 
is.iVi.*  nie  a  moment  ago  the  number  of  tenements  tor  which  permits 
xsi-re  granted  in  the  years  1916  to  1020,  inclusive.  Now,  do  you  have 
w*l»;irate  there  the  *numl)er  of  permits  granted  for  sinjrle- family 
l,i.ii>es  and  for  two-family  houses  or  one  and  two  family  houses 

r#>xr«*ther? 

Mr.  BoKTRrM.  No;  it  is  the  one- family  house.  I  say,  a  single  re^i- 
.j.-n<-e,  ami  the  apartment  buihling>  are  included.  They  may  be  two 
:•  p;i  rtments  and  more. 
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The  Chairman.  Please  give  me  the  number  of  single-family  houses 
in  the  years  1916  to  1920,  giving  each  year. 

Mr.  BosTRUM.  1916,  there  were  3,789 ;  1917, 2,704. 

The  Chairman.  1918  ? 

Mr.  BosTRUM.  1918, 1,082. 

The  Chairman.  1919? 

Mr.  BosTRUM.  1919,  4,596;  1920, 1,869. 

The  Chairman.  That  is,  for  10  months  of  1920? 

Mr.  BosTRUM.  That  is  for  10  months  of  1920. 

The  Chairman.  Now,  is  there  a  falling  off  in  building  applications 
in  the  last  60  days  ? 

Mr.  BosTRUM.  Yes ;  very  much. 

The  Chairman.  Very  marked? 

Mr.  BosTRUM.  Very  marked ;  yes. 

The  Chairman.  The  applications  are  less  than  for  any  other 
period  except  perhaps  1918? 

Mr.  BosTRUM.  Except  from  the  time  the  government  asked  nie 
not  to  issue  the  permits  until  they  had  passed  upon  the  necei«itv 
of  the  erection  of  the  structure. 

The  Chairman.  It  is  your  judgment  that  before  we  have  a  revival 
of  the  building  industry  here  that  we  must  have  a  lowering  in  th»* 
prices  of  material  and  labor;  is  that  correct? 

Mr.  BosTRUM.  That  is  correct ;  and  I  do  not  believe  that  a  revision 
of  5,  10, 15,  or  20  per  cent  is  going  to  bring  any  activity  in  the  buiM- 
ing  industry.    I  think  it  has  got  to  be  more  than  that. 

The  Chairman.  And  if  that  is  not  done,  then  the  whole  busiiH'^> 
is  going  to  be  stagnant  ? 

Mr.  BosTRUM.  That  is  what  will  happen.  Now,  the  man  with 
small  capital,  he  can  not  get  sufficient  loan  to  finance  a  small  home, 
nor  the  speculator  can  not  get  sufficient  loans  to  go  ahead  with  an 
apartment  building.  Now,  we  have  speculators.  Of  course,  if  they 
could  make  their  loan  they  would  go  ahead,  and  they  would  erect 
apartment  buildings  for  the  future,  trying  to  sell  them  at  some  futun 
time  when  they  had  them  finished. 

Senator  Kenyon.  I  want  to  ask  you  a  question  before  you  ir<*t 
away  from  that.    Are  you  through.  Senator? 

The  Chairman.  Yes. 

Senator  Kenyon.  Can  you  give  us  any  idea  as  to  how  murh 
building  material  has  gone  up  in  the  last  few  years?  Take,  for 
instance,  the  item  of  window  glass  since  1916.  How  much  has  that 
gone  up  ? 

Mr.  BosTRUM.  Well,  I  am  not  competent  to  answer  those  ques- 
tions because  I  have  done  no  building  since  1915. 

Senator  Kenyon  I  have  been  told  that  window  glass  has  gom 
up  300  per  cent. 

Mr.  BosTRUM.  Yfjs;  I  understand  more  than  that  in  some  case^. 

Senator  Kenyon.  What  about  lumber?  Have  you  any  idea  ho^ 
much  that  has  gone  up  ? 

Mr.  BosTRUM.  That  has  gone  up  over  100  per  cent. 

Senator  Kenyon.  Over  100  per  cent? 

Mr.  BosTRUM.  As  I  am  informed. 

Senator  Kj:nyon.  Hardware  and  steel? 

Mr.  BosTRUM.  Some  of  three  or  four  hundred  per  cent. 

Senator  Kenyon.  Three  or  four  hundred  per  cent? 
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Mr.  BosTRUM.  Yes. 

Senator  Kenyon.  Why  did  they  go  up  such  an  enormous  amount, 
do  vou  know  ? 

Mr.  BosTRUM.  Well  I  can  not  look  at  it  from  more  than  one 
point  of  view,  and  that  is  purely  profiteering. 

Senator  Kenyon.  Profiteering? 

Mr.  BosTRUM.  It  can't  be  anything  else. 

Senator  Kenyon.  So  profiteering,  you  think,  has  had  something 
to  do  with  the  scarcity  of  homes  in  this  country  ? 

Mr.  BosTRUM.  Oh,  yes;  it  has  something  to  do  with  it.  Now,  I 
do  not  say  that  there  are  many  reasons  why  we  have  not  had  homes 
built,  but  that  principal  reason  is  the  cause. 

Senator  Kenyon.  Do  you  know  any  reason  why  window  glass 
should  go  up  three  or  four  hundred  per  cent  in  a  few  years  ? 

Mr.  BosTRUM.  Not  any  more  than  in  a  general  way — that  I  know 
(if  no  case  where  the  wages  of  our  workingmen  has  increased  to 
that  extent. 

Senator  Kenyon.  It  is  not  attributable  entirely  to  labor,  is  it, 
tlien? 

Mr.  BosTRUM.  No.  Now,  I  have  been  acting  as  an  adviser  for  some 
liihor  unions  and  contractors  here  in  thijs  city,  and  a  very  interesting 
meeting  was  held  here  some  time  ago  when  there  was  a  question  of 
raise  in  wages.  I  was  not  a  party  to  it  in  any  way,  but  I  was  asked, 
in  sit  in  and  listen  to  some  argument.  It  was  brought  out — going 
l»aek  to  the  time  when  the  carpenters  had  60  cents  per  hour — what 
I  he  necessities  of  life  cost  at  that  time.  A  receipt  was  shown  of 
uhat  you  could  buy  an  ordina^'y  workingman's  shoes,  hat,  and| 
everything,  and  then  showed  the  price  at  the  present,  or  practically 
at  the  peak  it  was  at  that  time.  You  could  use  the  number  3  or  4, 
and  in  a  good  many  cases  you  could  use  the  number  T  to  multiply 
the  prices  at  the  time  when  the  carpenters  had  50  cents  an  hour.  So 
I  do  not  feel  that  the  laborer  is  getting  too  much  wages  at  the 
j»re.-<»nt  time.  There  must  be  fault  somewhere  else.  The  raw  ma- 
(erials<,  surely,  are  not  worth  all,  or  it  should  not  be  worth  thait 
nnieh  more.    Raw  material  itself  has  very  little  value  in  this. 

Senator  Kenyox.  If  you  want  to  buy  lumber,  can  j'ou  get  any  dif- 
fei-ent  prices  from  different  dealers  in  lumber,  or  are  the  prices  all 
I  he  same? 

Mr.  BosTRt'M.  I  would  not  like  to  answer  that,  because  I  have  not 
Uiiiirht  any  since  1915. 

Senator  Kenyon.  Do  you  know  whether  there  are  in  different 
towns  local  combinations  of  lumbermen  to  keep  Up  the  prices? 

Mr.  BosTRUM.  I  don't  know,  but  it  is  very  peculiar  that  you  are 
Lfeiting  about  the  same  prices  all  over  on  any  and  all  materials,  and 
I  fie  same  al>out — too  much  of  a  combination,  both  among  laborer 
ii.'d  business  men:  that  is  just  about  the  way  I  feel. 

The  Chairman.  Commissioner,  don't  vou  think  our  system  of 
'o-t-phis  contracts  during  the  war — and  tfiat  has  been  carried  out  in 
-orne  lines  since — has  had  the  effect  of  breaking  down  the  morale  of 
.:il*(>r  and  materiaH 

Mr.  BosTRt'M.  A  verv  bad  svstem,  indeed:  ver\',  verv  bad. 

The  Chairman.  Men  have  not  cared  much  how  much  work  they 
'!hL  nor  in  some  cases  have  the  employers  cared,  l)ecause  it  all  went 
.  cito  the  cost  and  some  one  else  paid  for  it. 
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in  the  years  1916  to  1920,  ^ving  each  year. 

Mr.  'BosTRUM.  1916,  there  were  3,789 ;  1917,  2,704.       • 

The  Chairman.  1918  ? 

Mr.  BosTRUM.  1918,  1,082. 
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Mr.  BosTRUM.  1919,  4,596;  1920, 1,869. ' 

The  Chairman.  That  is,  for  10  months  of  1920^ 

Mr.  BosTRUM.  That  is  for  10  months  of  1920.       .  . 
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%^     *5p;^  '^^V/^^  '^  that  all  private  industry  has  stopped. 

^^ ^^  ^4/   \       ^  iment  to-day  is  going  to  give  one-third  of 

' ;/  "^-^3^  ^Ow  I'actically.  as  a  substitute. 
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'^hop     ^        ^  :.  private  indivi<luals  to  construct.    In  France, 

*  .A.,.         '  ^-^  /f  f  wishes  to  build  a  dwelling  can  borrow  money 
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:\'^f^/^^^  ^^^  up  the  difference  itself.     You  are  a  practical 
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•^;^/^  .ito  the  building  business;  I  don't  want  the  Government 
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ew  York  we  just  i>assed  a  law  which  will  exempt  from  taxa- 

.or  a  i>eriod  of  7  or  8  years  the  dwelling  houses  constructed 

iif^  the  next  18  months.    In  New  Jersey  a  similar  law  has  been 

>spd.    In  those  States,  of  course,  we  passed  rent  laws  limiting  the 

*nt«  people  can  l>e  asked  to  pay.    The  (lovernment  sets  them  and 

^^tards  building  by  passing  laws  of  that  character,  which  we  make. 

^Vn  the  other  haml,  they  say  the  man  that  will  build  a  new  house,  we 

HJll  encourage  by  not  charging  taxes  for  a  period  of  years. 

Do  you  think  the  situation  here  is  bad  enough  to  warrant  the 
legislature  in  enacting  laws  of  that  character? 

Nfr.  BoKTRrM.  That  remiires  a  great  deal  of  study.  Off-handed  I 
tvimld  say  I  do  liope  I  will  never  see  the  day  when  the  Government  is 
{foing  to  begin  to  finance  the  homes  of  our  people.  They  have  l)een 
<loing  that  in  our  European  countries  for  years  an<l  years,  and  our 
workingmen  and  our  i:)eople  in  this  countrv  have  l)een  much  l>etter 
fiff  than  any  of  those  nations  are  to-day.  I  am  a  great  lieliever  in 
Mipply  and'  demand.  If  we  could  overcome  this  combination  that 
existed  lietween  groups  not  to  un<lers<»ll  each  other,  but  let  the  pure 
nml  straight  combination  exist — supply  and  demand  and  com|>etiti(m 
exist — that  is  the  healthiest  condition  that  any  countrv  can  have. 
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.  Mr.  BosTRUM.  Correct.    Very  bad  to  have  that  system. 

Senator  Kenyon.  Don't  you  think  we  have  to  get  over  some  of 
this  greed  in  this  country  before  we  will  get  buildinj^  material  down 
to  where  we  can  have  homes  built?  The  real  fundamental  of  it  is 
the  greed,  isn't  it  ? 

Ali\  BosTRUM.  That  is  what  it  narrows  down  to. 

Senator  Kenton.  And  a  few  profiteers  may  be  sent  to  jail;  that 
might  help  a  little  ? 

Mr.  BosTRUM.  Of  course,  you  might  say  it  is  greed  on  one  hand, 
and  then  it  is  thoughtlessness  on  another.  You  take  our  working- 
men,  I  believe  they  do  not  do  a  full  day's  work.  They  have  not 
done  it  in  the  past.  Very  likely  it  was  lack  of  judgment.  On  the 
other  hand,  I  feel  there  should  not  be  anything  done  in  the  way  of 
creating  building  industry  until  people  get  down  to  recognize  a 
fair,  square  deal  among  ourselves. 

Senator  Kenton.  To  be  satisfied  with  reasonable  profits  on  build- 
ing materials  would  help  some,  wouldn't  it? 

Mr.  BosTRUM.  Well,  that  surely  would  help  some.  Of  course,  I 
understand  they  have  been  handicapped  to  a  great  extent  by  rail- 
road transportation. 

The  Chairman.  And  hi^h  prices  of  fuel  ? 

Mr.  BosTRUM.  High  prices  of  fuel.  I  was  talking  to  a  man  that 
used  to  have  a  mine  in  Indiana.  He  says  he  sold  coal  there  before 
the  war  for  around  $1.26  a  ton.  Of  course,  it  was  a  cheap  gradf 
of  coal,  and  he  says  he  sold  it  at  a  profit,  not  a  large  profit,  but  a 
reasonable  profit.  He  says  they  are  charging  $4.50  for  the  same, 
and  he  says  there  is  no  place  in  there  where  the  labor  has  advanoe^l 
from  60  to  80  per  cent. 

The  Chairman.  What  is  the  reason  of  the  high  price  of  coal ;  how 
has  that  gone  up  ? 

Mr.  BosTRUM.  It  gets  down  to  the  same  thing — an  endless  chain. 
Now,  you  can  not  look  into  the  proposition  of  housing  only.  It  is 
a  broad  field,  and  you  can  not  put  your  finger  on  a  class  of  men  anil 
say,  "  Here  is  where  the  fault  is.*"  It  seems  thei-e  has  been  a  general 
tendency  in  all  business  to  try  to  get  as  much  as  they  can.  I  suppose 
that  is  human  nature. 

The  Chairman.  That  dates  back  to  the  war,  when  really  it  seeme<l 
as  if  we  encouraged  laborers — both  the  men  and  the  manufacturers 
of  material  who  built  cantonments,  who  furnished  things  for  the 
Government — to  charge  what  thev  liked,  and  then  in  turn  encouraged 
the  men  to  charge  what  they  liked  and  do  as  little  work  as  they  could. 

Mr.  BosTRUM.  Yes.* 

The  Chairman.  And  we  have  not  yet  gotten  back  to  that  old-time 
business  morality  where  men  felt  they  ought  to  give  what  they  oould 

to  the  people. 

Mr.  BosTRUM.  That  is  the  real  question^  "  How  soon  can  we  step 
back,  or  will  we  step  back?  "  We  have  got  to  take  some  steps  Iwck. 
It  is  a  serious  proposition.  Can  it  be  done  without  a  panic,  or  will 
we  nurse  it  along  and  try  to  do  the  best  we  can  and  finally  step  back  I 
But  we  have  got  to  take  a  step  back,  and  I  think  if  there  was  a  desire 
among  our  business  men  or  among  our  influential  men  to  take  a 
loss  now,  take  a  loss  on  the  shelf  and  make  an  agreement  anion<r 
themselves  that  they  are  going  out  and  do  the  best  they  can  for  the 
countrv,  that  we  coiild  overcome  this  situation. 
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Senator  Kenyon.  Do  you  know  the  loss  the  farmers  are  compelled 
to  take  now  on  their  crops? 

Mr.  BosTRUM.  I  understand  oats  are  down  to  very  low  prices. 

Senator  Kenyon.  Twenty  cents  below  what  it  costs  to  produce  it. 
Do  vou  feel  everyone  has  got  to  take  his  share  of  this  loss  in  this 
reacfjustment? 

Mr.  BosTRUM.  That  is  what  I  feel,  and  I  feel  it  should  be  done 
now  and  let  us  get  down  to  business ;  figure  the  loss  on  the  shelf  now 
and  see  what  there  is.  There  ar^  a  good  many,  I  understand,  that  feel 
that  they  can  not  afford  to  take  the  loss.  They  forget  that  they  made 
the  monev  when  the  price  was  raised;  but  as  far  as  Chicago  here  is 
<'onceme(I  I  think  it  will  adjust  itself.  I  don't  think  there  is  any 
«rreat  danger  about  the  house  shortage.  It  is  going  to  take  some  time, 
l»ut  I  actually  do  feel  that  it  will  adjust  itself. 

The  Chairman.  Mr.  Commissioner,  a  ^reat  many  people  argue 
;is  you  do.  and  the  thing  that  worries  me  is  whether  we  are  leading 
II [)  to  the  situation  they  have  in  England  and  P'rance.  In  England 
the  house  shortage  has  been  so  acute  the  Government  has  gone  into  the 
housing  business,  with  results  that  all  private  industry  has  stopped. 
In  that  countrv  the  (lovernment  to-day  is  going  to  give  one-third  of 
the  cost  of  the\)uilding,  practically,  as  a  substitute. 

In  France,  during  the  recent  months,  the  Government  is  going  to 
irive  one-half  to  induce  private  indivi<luals  to  construct.  In  France, 
I  am  told  a  man  who  wishes  to  build  a  dwelling  can  borrow  money 
from  the  Government  at  2  per  cent,  when  the  Government  i)ays  TJ 
|H»r  cent,  and  makes  up  the  difference  itself.  You  are  a  practical 
liuilder,  I  know,  and  I  have  had  some  experience  along  the  same  line 
myself.  I  was  building  commissioner  in  New  York  at  one  time. 
Perhaps  my  life  has  been  along  your  line.  I  don't  want  the  (iovern- 
nient  to  go  into  the  building  business;  I  don't  want  the  (rovernment 
to  loan  money  to  people  to  build  houses,  but  I  wonder  if  this  situation 
i>  acute  enough  to  warrant  the  Government,  perhaps  indirectly,  lend- 
ing some  aid. 

In  New  York  we  just  passed  a  law  which  will  exempt  from  taxa- 
tion for  a  i)eriod  of  7  or  8  years  the  dwelling  houses  constructed 
•  luring  the  next  18  months.  In  New  Jersey  a  similar  law  has  been 
p;isse<l.  In  those  States,  of  course,  we  passed  rent  laws  limiting  the 
nuts  people  can  \ye  asked  to  pay.  The  (iovernment  sets  them  and 
retanls  building  by  passing  laws  of  that  character,  which  we  make. 
<  )n  the  other  han<l,  tnev  say  the  man  that  will  build  a  new  house,  we 
w  ill  encourage  by  not  charging  taxes  for  a  period  of  years. 

Do  you  think  the  situation  here  is  bad  enough  to  warrant  the 
Jfgislature  in  enacting  laws  of  that  character? 

Mr.  BosTRi'M.  That  requires  a  great  deal  of  study.  Off-handed  I 
would  say  I  do  hope  I  will  never  st»e  the  day  when  the  (iovernment  is 
L'»>ing  to  begin  to  finance  the  homes  of  our  people.  They  have  l)een 
ooiiig  that  in  our  European  countries  for  veal's  and  years,  and  our 
workingmen  and  our  i)eople  in  this  countrv  have  l)een  much  l>etter 
off  than  any  of  those  nations  are  to-day.  I  am  a  great  lieliever  in 
>uj»ply  and  demand.  If  we  could  overcome  this  combinaticm  that 
Hxisted  l)etween  grciups  not  to  undersell  each  other,  but  let  the  pure 
>iii(|  straight  conibinati(m  exist— supply  and  demand  and  com|>etiti<m 
^xx^X — that  is  the  healthiest  condition  that  any  country  can  have. 
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Now,  if  the  combinations  can  be  broken  up,  that  is.  in  my  opinion, 
the  greatest  thing  that  can  be  done.  Now,  as  I  understand,  you 
passed  laws  in  New  York  City.  They  may  have  been  good  laws,  but 
it  worked  two  ways.  Now,  in  1916  when  we  had  perhaps  forty  to 
fifty  thousand  flats  standing  vacant  in  the  city  of  (Jliicago*  the  con- 
ditions were  such  that  the  speculators  who  built  apartment  build- 
ings and  so  on,  and  the  real  estate  dealers,  offered  concessions  to  the 
tenants — one  month,  two  months,  three  months,  four  months— in 
order  to  bring  up  the  return,  the  rental  return,  on  that  particular 
building,  for  the  purpose  of  this  speculator,  so  that  he  could  put 
it  on  the  market  and  sell  it  for  a  profit. 

Now,  that  was  a  bad  practice,  a  very  bad  practice.  It  may  look 
good  for  the  tenants  that  could  get  four  months'  rent  for  notbini;. 
Of  course  they  paid  a  little  higher  rent  perhaps  than  they  should 
have,  but  at  the  end  of  the  year  they  had  made  money  by  ent-erini: 
into  an  agreement  of  that  kind. 

The  same  thing  does  not  exist  now,  but  the  reverse.  There  are  a 
good  many  propertv  owners  here  that  are  asking  more  rent  than 
they  actually  should  for  their  flats,  and  it  is  a  hardship  on  the  ten- 
ants, just  the  same  as  it  was  a  hardship  on  the  honest  investor  before 
the  war,  because  that  did  not  tend  to  stabilize  the  business,  when 
you  give  concessions  for  a  certain  space.  It  is  bad,  it  is  bad  either 
way  it  runs.  If  we  could  get  down  to  prices — I  think  they  ¥nLll  com<» 
down — Chicago  is  not  very  bad  off. 

Senator  Kenton.  You  do  not  think  the  Government  should  m  any 
way  assist  in  home-building  construction? 

Mr.  BosTRUM.  If  there  is  any  way  that  the  Government  can  assist 
so  that  the  man  that  has  a  large  amount  of  money  to  invest,  that  he 
can  invest  that  in  real  estate  without  being  penalized.  ^Vs  I  under- 
stand, there  is  certain  security  that  is  exempted  from  taxation.  Verv 
likely  that  has  a  great  deal  to  do  with  the  high  interest. 

Senator  Kenyon.  Fourteen  million  is  tax  exempt. 

The  Chairman.  Tax-exempt  securities  in  this  country  have  in- 
creased in  the  last  five  years  from  about  four  billion  to  fourteen 
billion. 

Mr.  BosTRUM.  Exempted? 

The  Chairman.  Exempted,  and  the  men  with  large  incomes  hav»» 
taken  their  money  out  of  mortgage  investments  and  put  it  into  tax- 
exempt  securities. 

Mr.  BosTRUM.  That  is  the  very  point;  that  is  the  very  point. 
While  it  sounds  very  little  to  start  with,  when  you  are  paying  1  or 
2  per  cent,  but  in  the  long  run  it  is  a  big  item,  and  my  opinion  is  there 
should  not  be  any  exempt. 

The  CtiATRMAN.  The  men  with  large  incomes  contend  that  if  they 
invest  their  money  in  mortgages  at  6  per  cent,  that  when  they  pay 
their  taxes  it  only  nets  about  1 J  or  2  per  cent. 

JVfr.  BosTKi'M.  That  is  right. 

The  Chairman.  If  they  take  it  out  of  mortgages  they  put  it  into 
tax-exempt  or  railroad  bonds  or  other  securities  that  pay  higher  rales 
of  return,  and  the  real  estate  suffers. 

I  have  introduced  a  bill  in  Conjrress  exempting  the  income  on  n*al 
estate  mortirages  from  taxation,  providing  that  no  one  individual  shall 
hold  more  than  $40,000  worth  of  mortgages.  I  limited  it  to  ^U\m) 
because  I  did  not  want  the  wealthy  men  of  the  country  putting  all 
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their  money  into  tax-exempt  mortgages  and  escaping  taxation.  It 
occurred  to  me  that  perhaps  everybody  might  want  to  have  a  mort- 
gage, a  real  estate  mortgage.  There  ^s  objection  to  that  that  is 
pretty  well  founded.  A  great  many  people  argue  that  we  already 
have  enough  tax-exempt  securities.  It  might  help  to  encourage  the 
financing  of  mortgages.  They  could  buy  mortgages  on  farms  or 
farmhouses  or  little  dwelling  or  apartment  houses  up  to  $40,000. 
How  does  that  strike  you  ? 

Mr.  BosTRUM.  Well,  I  presume  you  have  studied  this  question 
deeply.  But  I  would  like  to  know  just  the  reason  why  there  has  to 
l>e  any  exemption — taxation  exemption — at  all?  We  are  over  the 
critical  period  now,  where  we  could  put  everything  on  an  equal  basis. 

The  Chairman.  Yes;  that  is  correct.  I  am  not  very  strong  for 
this,  only  as  a  last  emergency;  but  the  trouble  is  the  men  of  large 
means  are  not  putting  their  money  into  this  sort  of  securities.  Per- 
haps if  we  could  modify  our  tax  laws  in  some  way — they  would  not 
liave  to  pay  73  per  cent  on  one's  income,  but,  say,  30  or  40  per  cent. 
On  the  other  hand  we  have  to  raise  money  to  support  the  Govern- 
ment in  the  next  three  or  four  years,  as  we  have  ha<l  to  do  in  the  past 
two  or  three.    That  is  the  problem  on  the  other  hand. 

Mr.  BosTRU3r.  That  is  true;  but  you  gentlemen  in  Congress  and 
tlie  Senate  have  the  power  to  say  what  the  big  interests'  duties  are  to 
the  countrv,  and  it  seems  to  me  that  something  ought  to  be  done  to 
get  away  Irom  this  taxation  exemption.  I  feel  that  we  can  not  get 
any  real  activity  in  the  building  industry  until  we  get  that  on  a 
sounder  basis  than  we  have.  I  have  been  informed  by  my  banker 
that  thev  can  not  loan  money.  They  can  loan  a  limited  amount  of 
rnonev,  ibut  not  to  anv  great  extent,  the  wav  conditions  are  now. 
They  are  handling  large  estates.  He  says  the  large  investors  ask 
them  to  change  the  securities  for  them,  just  as  you  state. 

Perm  its  a  ppro  vcd. 
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Mr.  Jam3!k.  We  desire  to  present  ^Ir.  Mortenson,  the  superin- 
f ••mlent  of  schools. 

STATEMEHT  OF  MB.  FETEB  A.  HOBTENSON,  STTFEBINTEHSEHT 

OF  SCHOOLS,  CHICAQO,  ILL. 


'I  he  CifAiRMAK.  Mr.  Mortenson,  you  are  s\iperintendent  of  schools 
*  •  f  the  e;tv  of  ( 'hicago  ? 

A!r.  MoRTKNSi>N.  Yes,  sir. 

The  ('ii.\iUMAN.  We  will  be  ghul  to  hear  you,  U>  hear  any  stute- 
ii.ent  you  hiive  to  mike  on  this  siibje  t. 
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Mr.  MoRTENSON.  Senator,  with  your  permission,  I  should  be  plad 
to  confine  myself  to  a  few  observations  that  I  feel  might  reflect  just 
a  little  of  the  condition  relating  to  housing  in  Chicago. 

In  order  to  have  the  statements  understood,  a  few  statistics  mislit 
be  necessary. 

The  number  of  pupils  enrolled  in  the  Chicago  schools  is  approxi- 
mately 350,000.  The  normal  increase  during  recent  years  has  l)et?n 
approximately  10,000  per  year.  The  increase  during  the  last  year 
and  the  rate  of  increase  in  the  last  18  months  has  been  double  that 
increase.  The  increase  during  the  last  school  year  was  21,000  pupil? 
instead  of  the  normal  rate  of  10,000. 

We  have  been  unable  to  provide  less  sittings  per  year  in  the  new 
school  accommodations.  Last  year  we  provided  9,(X)0.  That  wa> 
only  because  the  construction  of  buildings  had  been  delayed.  It 
would  have  been  less  than  that.  For  that  reason  the  number  of  pupik 
not  provided  with  adequate  school  accommodations  has  rapidly  in- 
creased during  the  last  three  years. 

Now,  an  interesting  phase  of  that.  Senator,  is  this,  that  one  yt^ar 
ago  the  lapid  increase  of  school  population  was  in  the  outlying  s^*"**- 
tions.  I  might  explain  that  Chicago  has  grown  from  the  center  out. 
excepting  a  few  villages  that  have  been  absorbed  by  this  extension. 
The  old  part  of  the  city,  the  old  buildings,  the  old  school  buildiii^'^ 
and  the  old  tenements  are  in  the  near-by  section,  within,  say,  2  mile> 
of  where  we  now  are.  The  better  residence  districts  are  farther 
out  bevond  this  con<2:ested  district. 

At  first  when  construction  stopped  to  the  extent  that  it  did,theover- 
crowding  in  our  schools  began  in  the  outlying  sections,  because  tlu*rr 
there  was  some  construction  of  bungalows;  there  was  some  tendemv 
to  ad(i  a  room  in  order  to  take  in  relatives  or  other  families,  either 
by  fitting  up  a  basement  or  an  attic,  or  dividing  a  building  into  t>^«) 
apartments.  When  that  seemed  to  have  reached  its  limit  crowdinjr 
began  and  has  been  going  on  in  the  last  eight  months  in  the  s<»- 
called  congested  district. 

That  is  the  district  made  up  very  largely  of  tenement  houses 
Many  of  these  have  been  abandoned  because  they  were  old,  and  thtM 
were  somewhat  unsanitary.  We  were  glad  to  see  that  was  the  iJiM*. 
because  our  school  buildings  were  also  old  in  this  nection,  and  maiiN 
of  them  were  being  al)andoned. 

Now,  as  an  interesting  sidelight,  during  the  last  eight  months  wf 
have  opened  in  one  district,  comprising  less  than  one-tenth  of  th«* 
population  of  the  city,  68  additional  divisions  or  cla&s  rooms,  fillinjr 
up  whatever  vacant  rooms  had  previously  been  abandoned,  and  a<M- 
ing  portables  and  in  other  ways  trying  to  provide  for  this  inrrense 
in  the  school  population,  which  amounted  in  this  district  to  »^,<^^' 
pupils  in  just  the  last  few  months,  showing  that  the  last  and  most 
recent  tendency  in  the  development  of  congestion  has  been  in  this 
abandoned  territory  that  was  formerly  a  residence  district. 

Now,  as  far  as  we  are  able  to  observe  at  the  present  time,  thi're 
have  been  no  bad  effects.  The  children  api)ear  to  be  well  clothetl. 
They  seem  to  be  happy  and  in  good  condition,  and  even  in  this  con- 
gested district,  but  of  course  that  condition  will  not  alwavs  obtain. 
When  conditions  "of  employment  'change,  this  district  is'  liable  ti» 
again  depreciate.  These  apartments  have  been  fixed  up.  They  an* 
sanitary,  as  a  rule,  because  of  the  demand  for  space,  and  the  high 
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rentals  that  it  was  possible  to  obtain,  but  that  condition  will  not 
continue. 

So  that  in  that  condition  the  situation  is  somewhat  serious.  Now, 
l>earinp  in  mind  that  the  growth  in  school  population  is  more  than 
twice  the  normal  in  Chicago,  increasing  the  school  attendance,  the 
school  attendance  increasing  at  the  rate  of  one  pupil  every  three 
minutes,  twent^'^  every  hour,  and  no  construction  worth  mentioning 
^)ing  on  at  this  time,  the  situation  appears  to  me  to  be  really  serious 
from  that  point  of  view. 

The  Chairman.  What  is  the  population  of  Chicago? 

Mr.  MoRTEXsox.  Approximately  three  million:  not  quite  three 
million. 

The  CifAiRMAX.  So  that  you  have  one  pupil  for  every  nine  people? 

Mr.  MoRTEXsox,  A])proximately. 

The  C'hairmax.  And  if  your  school  population  increased  21,000 
last  vear,  that  would  seem  to  indicate  an  increase  of  population  of 

I  Si  Kim '( 

Mr.  MoRTEXSox.  Yes:  it  is  an  abnormal  increase.  It  is  more  than 
twice  the  regular  increase.  There  may  be  otiier  reasons  than  the  mere 
increase  in  population.  I  assume  there  is.  because  a  greater  than 
n<irmal  increase  occurred  in  our  high  schools.  Of  the  21,000  increase 
more  than  6,000  occurred  in  the  high  schools,  which  would  seem  to 
indicate  that  pupils  are  staying  in  school  longer  now  than  they  were, 
<iue  perhaps  to  the  operation  of  compulsory  education  laws,  continua- 
t\nn  school  laws,  and  the  feeling  that  higher  education  has  a  greater 
value,  so  probably  the  increase  in  school  population  is  more  than 
would  be  justified  bv  the  increase  in  the  population  of  the  city. 

The  Chairman".  I  rather  estimate,  looking  hurriedly  at  these 
Hgines  furnished  by  the  Building  Commissioner,  that  in  the  past 
1:^  months  we  have  constructed  houses  here  to  accommodate  about 
:vj,tKM)  families. 

Mr.  MoRTEXsox.  Yes. 

The  Chairman*.  And  if  we  estimate  five  people  to  a  family,  that 
would  l)e  about  20,(MK)  people,  and  your  school  population  increase 
WMuld  indicate  an  increase  of  180,000? 

Mr.  Mortexsox.  YcvS. 

The  Chahimax.  So  that  we  are  nowhere  near  equal? 

^fr,  XfoRTEXHox.  Xo:  we  are  falling  behind  very  rapidly.  We 
buve  always  l)een  behind  as  far  as  school  operations  are  concerned. 
That  has  always  lieen  the  case  in  every  large  city.  We  are  attempt- 
if»l5  to  provide  for  tliis  excess  in  six  different  ways.  We  have  a  little 
over  H,(X)0  pupils.  That  is  an  excess  of  6,000  attending  what  we  call 
tlM»  half-day  division.  These  are  confined  to  children  just  entering 
-rliool.  We  have  .SOO  in  rented  buildings.  We  have  15,000  in  port- 
jilde  s<'hool  buildincrs,  HOii  portable  buildings.  We  have  8,0(X)  pupils 
in  what  we  call  double  sections:  that  is,  the  session  begins  at  8 
t»*<'lfK'k,  the  morning  session,  and  ends  at  12.30.  Then  another  ses- 
sion, with  a  new  set  of  pupils  and  other  teachers,  begin  their  session 
nt  12.35  in  the  same  rooms,  and  continue  on  until  4.45,  making  what 
u»*  call  a  double  school. 

There  is  an  excess  of  8,000  taken  care  of  in  that  manner,  and  4,000 
in  what  we  call  the  relay  .schools.  That  is  an  arrangement  of  stag- 
iri-ring  the  schtKil  s(»ssions  by  a  longer  day,  providing  for  50  per  cent 
more  pupils  instea<l  of  100  per  cent  more  in  double  .schools,  with 
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additional  teachers,  and  providing  for  50  per  cent  additional  pupils. 
Four  thousand  are  taken  care  of  in  that  manner,  making  a  total 
of  an  excess  of  44,000  pupils  over  the  capacity  of  the  school  system. 

It  mi^ht  be  interesting  to  you  just  to  have  a  brief  statement  of  the 
growth  in  school  cost,  school  construction  cost,  on  a  cubic-foot  basis. 

Our  school  buildings  are  all  fireproof.  They  have  remained  about 
standard  in  type  for  the  last  7  years,  the  changes  only  being  minor 
changes  that  would  not  affect  the  cost.  They  pro\nde  for  an  assem- 
bly hall  seating  approximately  1,200  people.  They  provide  for  a 
social  room  ana  gj'^mnasium  and  all  other  accessories. 

Now,  in  1914  the  cost  per  cubic  foot  of  a  school  building  of  this 
type,  32-room  school,  was  13  cents  plus.  Do  you  care  to  have  me 
give  a  sample  year  by  year  through  from  that  time,  or  just  the  more 
recent  ones? 

The  Chairman.  I  would  like  to  have  you,  if  you  could,  give  us  the 
difference  between  the  cost  of  construction  jfor  the  period,  sav,  from 
1914,  1915,  and  1916  to  date. 

Mr.  MoRTENSoN.  Yes.  I  might  select  one  school  from  each  year. 
That  will  give  you  an  approximate  cost.  I  will  give  you  1919 — 1 
will  go  back  to  1917:  Fourteen  cents  plus  per  cubic  foot;  1915 — ju^t 
selecting  at  random  the  cost  of  one  school,  a  typical  school,  it  hail 
dropped  to  12.59  cents  per  cubic  foot. 

In  1910,  selecting:  again  at  random,  the  cost  of  one  building  was 
15.82  cents  per  cubic  foot.  Going  on  to  1917,  the  cost  of  the  same 
type  of  building  w^as  19.41  cents  per  cubic  foot.  In  1918  the  cost 
of  the  same  tvpe  of  building  incrensed  to  23  cents  per  cubic  foot— 
23.52  cents.  \n  1919  the  cost  was  about  stationary,  but  increiisod 
during  the  year  from  22.99  cents  to  30.27  per  cubic  foot. 

The  only  school  that  we  awarded  a  contract  for  during  the  year 
192() — awarded  on  February  11,  1920 — was  the  John  Haj'  School, 
which  cost  33.90  cents  per  cubic  foot,  an  increase  of  considerably 
more  than  100  per  cent  over  the  prewar  cost. 

The  Chairman.  And  because  of  these  high  costs  the  city  govern- 
ment determined  thev  would  rather  wait  a  while? 

Mr.  MoRTENsoN.  Well,  partly  that  and  partly  this,  that  from  that 
time  on  it  has  been  practically  impossible  to  secure  bids  for  the  con- 
struction of  buildings,  excei)t  on  a  cost-plus  basis,  and  we  were  not  in 
a  position  to  subscribe  to  the  theory  or  policy  of  the  cost-plus  basis, 
anil  for  that  reason  until  very  recently  we  have  not  attempted  to 

secure  bids. 

The  Chairman.  That  is  the  experience  of  the  board  of  education? 

Mr.  MoRTENsoN.  That  is  the  experience  of  the  board  of  education. 
The  housinir  situation,  so  far  as  it  appears  to  us,  seems  to  indicate 
that  just  at  the  present  time  there  is  no  particularly  serious  health 
situation.  We  regret  the  necessity  of  having  to  reopen  and  reliabili- 
tate  buildings  that  we  had  hoped  to  abandon  as  old  buildings,  just 
as  we  regret  the  need  for  again  using  tenement  houses  that  had  once 
been  abandoned.  . 

That  apparently  goes  with  congestion  that  has  resulted.  Tlie  in- 
teresting thing  to'me  was  to  note  that  the  increase  first  l)egan  in  the 
outlying  sccticns,  indicating  that  people  preferred,  if  possible,  to 
have  their  homes  in  good,  clean,  healthful  surroundings.  ^  When 
that  had  reached  its  limit  the  increase  followed  in  congested  d'stricts. 
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showing  the  people  as  a  last  resort  were  compelled  to  accept  homes 
where  the  surroundings  were  not  good. 

The  Chairman.  Thank  you  very  much. 

Senator  Kenton.  From^  1916  to  1920,  according  to  your  figures, 
the  cost  price  has  increased  about  120  per  cent. 

Air.  AloRTENsoN.  Approximately  120  per  cent.  I  understand  that 
the  prospect  on  new  contracts  that  we  are  considering  is  for  a 
lower  figure  than  that  awarded  on  February  11,  1920.  Just  how 
much  I  don't  know;  the  bids  have  not  been  opened.  Gossip  has  it 
that  the  cost  will  be  a  little  lower. 

The  Chairman.  Thank  you  very  much. 

Mr.  Jamme.  Senator,  we  would  like  to  present  Mr.  Willis  W. 
Baird,  the  president  of  the  Chicago  Association  of  Commerce. 

STATEMENT  OF  MB.  WILLIS  W.  BAIBD,  FBESIDENT,  ASSOCIATION 

OF  COMMEBCE. 

The  Chairman.  Mr.  Baird,  you  are  the  president  of  the  Chicago 
Association  of  Commerce,  I  believe? 

^Ir.  Baird.  Yes,  sir. 

The  Chairman.  And  you  are  engaged  in  the  real  estate  business? 

Mr.  Baird.  Yes,  sir ;  real  estate  and  mortgage  business. 

The  Chairman.  We  will  be  glad  to  have  you  tell  what  you  think 
of  this  housins:  situation  in  Chicago.  What  advice,  if  any,  can  you 
offer  us  to  help  us  out? 

Mr.  Baird.  On  behalf  of  the  association,  I  felt  that  our  duty  was 
pretty  well  performed  when  we  arranged  for  the  program,  as  we 
have  during  the  last  week.  I  feel  that  with  the  experts  that  will  be 
hrouffht  before  you  on  the  various  propositions,  that  it  is  hardly 
worth  while  to  take  the  time  of  the  commission  to  make  any  extended 
statement  on  l)ehalf  of  our  organization.  We  are  at  your  service, 
anil  if  there  are  any  special  points  that  you  want  to  have  brought  out 
later  on  that  have  not  been,  if  you  will  communicate  with  Mr.  Jamme, 
who  is  representing  the  committee  that  has  been  doing  a  great  deal 
of  work,  we  will  try  and  furnish  the  information  from  the  most  au- 
thoritative source. 

The  housing  shortage  is  certainly  acute:  there  is  hardly  anv  need 
of  going  into  details  on  that  proposition.  We  attempted  last  August 
to  make  a  survey  and  sent  out  some  75  inquiries.  We  had  some  37 
replies,  and  the  result  of  that  seems  to  indicate,  without  question, 
that  tliere  is  a  shortage,  a  serious  sliortage,  in  homes  or  apartments 
n'liting  for  $HX)  per  month  or  less.  Now,  as  to  any  cure  that  can 
l»«*  api)lied  to  this  situation,  it  is  certainly  a  ccmundrum.  Personally, 
1  liave  this  feeling,  that  a  lower  cost — I  do  not  mean  by  that  a  prewar 
rtp^i,  but  a  lower  cost  sufiicient  to  stabilize  in  the  minds  of  the  average 
builder  or  .speculator — will  l)e  one  of  the  elements  that  will  l)e  neces- 
sary to  arouse  an  interest  in  building  and  a  renewal  of  home  con- 
struction. 

At  the  present  time  the  speculator — and  he,  by  the  way,  is  the  the 
one  who  does  the  building  after  all;  the  individual  is  the  exception — 
wants  to  know  whether  or  not  he  has  got  to  a  point  where  he  can 
fiafely  rely  on  the  cost  of  building  for.  say,  the  next  five  years.  Be 
that  '25  or  40  or  60  per  cent  less  than  it  is  now.     Having  satisfied  him- 
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self  on  that  point,  the  other  branch  of  the  problem  is  the  financial 
one.    That  is  a  very  difficult  one. 

The  income-tax  laws  have  worked  in  such  a  way  that  large  funds 
in  the  hands  of  individuals  and  the  large  estates  have  been  with- 
drawn from  the  mortgage  market.  Graduated  tax  is  really  the  one 
that  takes  all  of  the  attractiveness  of  a  real-estate  mortgage  away 
w^ith  the  trustee  of  a  trust  estate  who  ordinarily  prefers  the  real-estate 
mortgages,  trust  companies  having  trust  funds.  Then,  too,  the  inter- 
est return  on  real-estate  mortgages  is  not  as  attractive  as  many  other 
sound  securities  during  the  past  year  or  two.  In  this  State  par- 
ticularly we  can  not  compete  with  offerings  by  corporations,  rail- 
roads, and  public  utilities  companies,  because  oi  the  usury  law:  our 
maximum  rate  being  7  per  cent. 

The  current  rate  of  mortgages  at  the  present  time  is  6  per  cent. 
That  is  the  bulk  of  it,  but  there  are  cwnparatively  few  being  made 
for  the  reasons  mentioned. 

The  Chairman.  And  then  they  are  only  about  40  per  cent  of  tlie 
cost  of  the  property  as  against  60  per  cent  prewar  prices,  is  that  sti  f 

Mr.  Baird.  Well,  in  the  mind  of  a  lender  the  same  question  of  the 
stability  of  the  cost  of  the  building  is  uppermost.  If  assured  that 
that  was  the  basis  of  cost  for  a  period  of  years  the  proportion  that 
would  be  loaned  would  be,  I  think,  at  least  50  per  cent.  In  fact, 
there  are  some  lenders  that  are  prepared  to  loan  out  50  per  cent  now 
provided  a  certain  annual  sinking  fund  is  set  aside  to  meet  any 
depreciation  in  the  cost  of  building. 

The  Chairman.  Now,  Mr.  Baird,  will  you  tell  the  committee  just 
where  most  of  the  mortgage  money  comes  from  in  the  city  of  Chi- 
cago ?  I  mean  is  it  from  the  banks  or  from  individuals  or  mortgage 
companies,  insurance  companies? 

•  Mr.  Baird.  Well,  the  mortgage  business  in  Chicago  is  transacted 
by  the  trust  companies  and  mortgage-loan  houses,  and  they  naturally 
are  governed — the  loan  is  made  originally  with  their  own  capital, 
and  they  are  therefore  compelled  by  the  usury  law,  and  the  commis- 
sion must  not  be  greater  than  what  would  be  equivalent  to  7  per  cent 
on  the  money  for  the  term  of  the  loan. 

The  Chairman.  In  New  York  City  where  there  is  perhaps  five  and 
a  half  billion  dollars  loaned  on  real-estate  mortgages  the  money 
comes  from — ^much  of  that  money  comes  from  the  savings  banks 
direct  to  the  borrower ;  not  a  great  deal  from  the  life  insurance  com- 
panies, and  a  great  deal  of  money  is  loaned  by  mortgage  companies 
who  afterwards  sell  their  mortgages,  guaranteeing  them  to  indi- 
viduals. 

Mr.  Baird.  I  would  say  that  all — nearly  all  of  the  money  loaned 
on  mortgages — a  few  going  through  the  banks  or  the  mortgage  houses 
are  made  with  a  view  to  disposing  of  them,  passing  them  on  to  per- 
manent investors.  They  are  only  a  temporary  investment  for  the 
various  ones  making  them. 

The  Chairman.  And  these  permanent  investors  are? 

Mr.  Baird.  Well,  they  have  been  life  insurance  companies,  who 
are  out  of  the  market  now  very  largely  because  of  the  attractiveness 
of  other  sound  securities  and  legal  securities  in  the  way  of  an  interest 
return;  from  savings  banks,  trustees  of  estates,  and  individuals. 
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The  Chairman".  Now,  in  the  case  of  the  insurance  companies  and 
the  savings  banks,  the  income  from  the  mortgage  is  exempt  from 
Federal  taxation,  isn't  it? 

Mr.  Baird.  That  is  as  I  understand ;  ves. 

Tlie  Chairman.  Now,  in  the  case  of  the  individuals  and  the  estates, 
the  income  is  subject  to  taxation,  as  I  understaad? 

Mr.  Baird.  It  is,  and  very  heavily.  I  might  illustrate :  One  of  the 
largest  estates  which  we  represented,  or  have  represented  for  many 
years,  went  out  of  the  market  completely  when  our  present  income- 
tax  law  was  enacted.  I  had  hoped  that  he  might  come  back  later,  and 
in  talking  with  him  not  a  great  while  ago  he  said  to  me,  "  Why,  in 
onler  to  make  the  net  return  on  real  estate  mortgages  as  much  as  I 
pet  on  exempt  securities,  Gov^ernment  bonds,  you  would  have  to  get 
me  17  per  cent."  To  net  him  the  same  amount  on  his  money  as  these 
other  class  of  securities. 

/Ihe  Chairman.  Our  committee  has  been  informed  that  a  very 
large  estate  here  in  Chicago  formerly  loaned  large  sums  of  money 
on  real  estate  mortgages,  the  Marshal  Field  estate,  and  they  have  not 
only  refused  to  loan  any  more  money  but  are  withdrawing  much 
of  their  former  investments  in  mortgages. 

Mr.  Baird.  That  is  true,  and  have  been  selling  some  of  their  mort- 
gages. 

The  Chairman.  And  the  very  theory  that  you  suggest,  the  Federal 
tax,  is  so  high  upon  investments  that  their  net  returns  sometimes 
do  not  exceed  1^  to  2  per  cent. 
Mr.  Baird.  I  am  so  informed. 

The  Chairman.  Of  course  they  can  buy  Liberty  bonds  or  Victory 
bonds  or  municipal  securities  and  do  better. 
Mr.  Baird.  That  is  absolutely  true. 

The  Chairman.  Mr.  Baird,  have  you  any  suggestion  to  make  to  the 
committee  as  to  legislation  that  might  remedy  that  condition? 

Mr.  Baird.  I  believe  the  remedy  would  be  to  modify  the  graduated 
income  tax  in  some  way,  raising  that  revenue,  if  possible,  from  other 
.sources.  Otherwise  it  seems  to  me  it  is  a  question  of  supply  and 
demand. 

Tlie  Chairman.  When  you  modify  these  tax  laws,  if  you  are  able 
to,  would  you  then  enact  legislation  forbidding  the  issuance  of  any 
more  tax-exempt  securities  at  the  same  time? 

Mr.  Baird.  I  would  not  want  to  pass  on  that  or  express  an  opinion 
on  tliat.  Senator. 

The  Chairman.  Mr.  Otto  Kahn  has  suggested  that. 
Mr.  Baird.  I  have  great  respect  for  his  opinion,  but  I  have  not 
studied  it  enough  to  answer  the  question.    There  may  be  some  point 
ill   exempting  the  (xovernment  and  municipal  securities,  but  that 
i«  n  verv  intricate  pro])lem. 

The  Chairman.  It  is  a  very  difficult  problem.  Some  people  have 
suggested,  that  while  we  could  not  very  well  say  that  tnere  should 
\ye  no  exemption,  we  could  provide  that  part  of  a  tax  should  not  be 
lovied  on  securities  of  that  character.  Do  you  have  anv  thought, 
iPT  have  you  given  any  thought  to  the  question  of  exempting  the  in- 
come on  railroad  mortgages  from  taxation? 

Mr.  Baird.  Yes.  I  have  thought  of  that,  since  you  have  made  the 
siigjrestion.  I  believe  it  has  l)e<»n  called  to  my  attention.  I  think 
ill  principle  it  is  wrong. 
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The  Chairman.  I  agree  with  you;  in  principle  it  is  wrong,  no 
doubt  about  that. 

Mr.  Baird.  I  think  it  might  help  a  little,  a  trifle  it  would  help. 
For  the  reason  that  mortgages,  up  to  the  extent  of  $40,000,  would 
be  bought  by  individuals  having  small  incomes,  and  therefore  the 
graduated  tax  does  not  affect  them  as  it  does  large  estates  and  the 
large  investor.  We  are  selling — and  I  think  mortgages  generally 
now  are  sold  for  very  small  amounts  to  the  modest  investor  of 
small  means.  That  is  what  developed  the  system  of  real  estate  mort- 
gage bonds,  because  we  could  sell  $100,000  issue  in  small  amounts 
where  the  tax  in  the  hands  of  the  purchaser  would  be  nominal, 
whereas  if  the  whole  went  to  an  estate,  why,  it  woidd  strike  out 
his  interest  in  it  at  once. 

The  Chairman.  Mr.  Baird,  we  do  not  come  here  with  any  cure-all 
for  your  troubles.  We  are  anxious  to  have  you  give  us  your  be^t 
iudgment,  and  other  gentlemen  interested  in  the  subject,  and  we  ^rt' 
nopefulj  very  hopeful,  as  a  result  of  our  inquiry,  which  we  are  mak- 
ing nation-widCj  that  both  labor  and  capital  will  see  the  necessity 
of  doing  something  to  help  relieve  the  situation.  I  think  it  is  fair  U) 
say  that  the  industry  is  stagnating  to-day  throughout  the  Nation. 

Mr.  Baird.  Absolutely. 

The  Chairman.  And  it  has  to  be  revived.  It  is  in  the  hands  of 
the  men  who  are  interested  by  themselves  moderating  their  profit,  bv 
labor,  if  necessary,  taking  a  lower  wage  and  giving  a  better  day^s 
work.  These  two  things  can  do  better  than  we  can  do  if  we  enact 
laws  for  the  next  20  years.  We  must  think  about  the  condition  in 
Europe,  whether  if  we  let  this  thing  run  too  long  we  will  have  the 
tremendous  popular  uprising  and  demanding  interference  from  the 
(jovernment,  which  I  can  say  for  mj^self  and  the  committee  wouM 
deplore.  We  don't  want  the  Government  to  go  into  the  business  of 
furnishing  homes  for  the  people  to-day  as  they  are  doing  in  France 
and  Italy.  So  we  want  to  get  all  the  information  we  can  and  do 
what  is  best.  There  are  two  hopeful  signs.  Some  of  the  material 
going  into  house  and  home  building  has  come  down  in  prioii,  and 
while  labor  has  not  receded  from  its  schedule  of  efficiencv,  vet  I  am 
told  has  greatly  increased  in  the  last  six  months.    That  will  help. 

Senator  Kenyon.  I  want  to  ask  a  question  or  two  about  this  change 
in  the  income  tax  that  you  think  might  be  advisable. 

Mr.  Baird.  Well,  I  am  not  prepared ;  I  am  not  an  expert  on  income 
tax  to  say  just  where  it  would  be.  I  am  merely  saying  where — what 
has  prevented  large  capital — what  has  driven  large  capital  out  of 
mortgage  loans,  and  I  think  the  financial  question  here  is  really  the 
apartment  question  in  Chicago.  I  think  some  building  would  go 
ahead,  even  at  present  prices,  if  the  projects  could  be  successfidly  an«l 
reasonably  financed.  I  am  not  sure  that  they  would  go  ahead  at  even 
a  higher  rate  of  interest  if  that  were  possible. 

Senator  Kenton.  But  if  these  large  estates  and  wealthy  people  in 
general  were  ^oing  to  withdraw  from  these  matters  and  invest  in  tax- 
exempt  securities,  and  keep  that  up,  where  are  we  going  to  get  the 
money  to  run  the  Government,  and  what  effect  is  it  going  to  have  on 
the  people  in  general  if  they  feel  that  the  great  wealth  or  the  countrj- 
is  not  willing  to  bear  this  heavy  burden  of  taxation? 
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Mr.  Baird.  I  would  rather  let  you  ask  that  question  of  some  of  our 
bankers  who  will  appear  before  you.  They  have  studied  that  and 
could  perhaps  tell  better  than  I  can. 

Senator  Ivenyon.  Don't  you  think,  too,  the  question  of  home  own- 
ing in  this  country,  as  well  as  every  other  country,  goes  to  the  funda- 
mental of  the  best  citizenship  ? 

Mr.  Baird.  No  question  about  it. 

Senator  Kenyon.  A  man  who  owns  his  own  home  is  generally  more 
interested  in  his  Government? 

Mr.  Baird.  There  is  no  doubt  about  it. 

Senator  Kenyon.  It  is  hard  to  make  a  Bolsheviki  out  of  him 
anvwayt 

Mr.  Baird.  There  is  inborn  in  every  man  the  desire  to  have  a  home 
of  his  own. 

Senator  Kenyon.  Then  what  is  there  particularly  wrong  about 
the  (iovernment  assisting  or  stimulating  in  the  home  owning  and 
home  building^ 

Mr.  Baird.  I  don't  know  as  there  is  anything  inherently  wrong. 
I  (|uestion  whether  it  is  wise  to  discourage,  which  1  am  sure  it  would, 
private  enterprise. 

Senator  Kenyon.  Private  enterprise  seems  to  be  discouraged  now. 

Mr.  Baird.  Well,  I  sav,  if  things  continue  to  trend  as  they  have 
durins  the  last  three  or  lour  months.  I  think  some  of  these  problems 
should  be  worked  out. 

Senator  Kenyon.  You  think  there  are  some  hopeful  signs? 

Mr.  Baird.  I  think  the  few  I  have  mentioned  are  very  hopeful.  I 
have  here,  Mr.  Chairman,  some  communications  that  came  to  us 
from  chamber  of  commerce  from  two  or  three  of  the  near-bv  cities. 
I  will  not  take  vour  time  to  read  them,  but  if  vou  like,  I  will  file  them. 

The  Chairman.  I  will  be  very  glad  to  have  you  file  them. 

Mr.  Baird.  The  storv  is  there,  the  same  as  it  is  here. 

The  (^HAiRMAN.  They  will  be  made  a  part  of  the  record. 

Mr.  Baird.  Thank  vou  verv  much. 

(The  communications  referred  to  by  Mr.  Baird  are  here  printed  in 
full  as  follows:) 

Chammkh  ok  Commkhck  ok  Fort  Wayne. 

I'ttrt  \\  ainte,  Ind.,  Sot^imber  if,  19^0. 
Mr.  Wii.urt  W.  Haiui). 

Pnttiiimt  Aif'foriation   of  Cohhik  rcr,    Chirdf/n,   lit. 

T*v.KH  Sir:  I'ursnant  to  yonr  rominnnication  of  Novenil)W  3  in  ronn(M*tioii  with 
n  Mat«»TiHMit  from  iih  f<ir  tiu*  TnitiMl  StiUes  S«Mnite  Coinniittw*  on  HiHMmstnic- 
tmn.  whirh  Is  to  hoi<l  hearings  iu  Chiiajro.  Noveinlit-r  10  aiMl  11,  \vt»  resiHH't fully 
HUlHiilt  the  following: 

Altlioiiffh  the  inrreas**  in  Fort  Wayne's  [wpnlation  has  b«H*n  stt^ady,  witliout 
^cf'^^'i"!  variation  in  any  one  year  (c<»nsus  of  VMi).  i):\.u:VA:  census  of  1920. 
Wl,.>IO).  home  building;  has  fallen  far  behind,  as  shown  in  the  followlni;  table: 

Year.  I  of  houses  -    nmtofi 

1>!A riiio  1 

|w|7 av)               2'^ 

i  >i« '  KM)  .             :*n) 

|#l*> 1''')  I             4.V) 

ifal> I  » 2<M)  I                4fK) 

TotAl 1 !         IjW 

I I 

a  Approximate. 
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High  building  costs  and  the  fixed  belief  on  the  part  of  the  general  public  thai 
they  will  recede  substantially,  difficulties  and  delays  in  all  building  oiierations. 
due  both  to  labor  and  material  shortage,  scarcity  of  mortgage  money,  have  all 
been  contributing  factors.  Interest  rates  for  mortgage  money  up  to  50  or 
60  per  cent  of  the  appraised  value  have  Increased  1  per  cent — from  6  l>er  wit 
to  7  per  cent ;  in  some  instances  a  commission  or  bonus  of  2  per  cent  has  bet-n 
charged.  This  has  been  a  discouraging  factor,  but  by  no  means  as  imiH>rtam 
as  the  scarcity  of  capital  and  the  inability  to  get  any  assurance  from  tlie  Uxiil 
trust  companies  that  they  would  make  any  loans  at  all. 

At  this  writing  money  is  somewhat  easier  and  the  labor  as  well  as  material 
situation  considerably  Improved.  In  our  judgment,  the  following  would  bi*  (if 
great  assistance  in  stimulating  building: 

Removal  of  the  excess-profits  tax.  This  should  prove  a  vei*y  important  help 
in  stabilizing  prices. 

Improvement  of  transportation  facilities,  which  is  now  apparently  raakiiis: 
headway,  and  which,  if  continued,  will  very  much  clarify  the  material  shorta;;*'. 

Encouragement  on  the  part  of  the  Treasury  Department  given  to  natioual 
banks  for  investing  a  considerable  portion  of  their  savings  deposits  in  firsi- 
mortgage  loans  on  moderate-priced  dwellings. 

A  better  understanding  on  the  part  of  the  general  public  that  higher  biiildlug 
costs  of  necessity  means  higher  values  for  old  buildings.  Until  the  jmblie 
realize  that  the  landlord  Is  not  profiteering  when  he  asks  a  rental  commensurate 
with  the  present  valuation  of  his  property,  capital  will  not  Invest  in  building 
homes  for  rental  purposes.  Yield  as  well  as  safety  are  the  two  factors  which 
govern  the  investments  of  capital  in  housing,  and  no  amount  of  legislation  will, 
in  our  judgment,  make  it  available  If  these  two  items  do  not  compare  favorably 
with  other  channels  of  investment. 

Respectful  1  y  sub n i i  t  ted . 

Chamber  of  Commerce  of  Fort  Watse. 
C.  B.  Fitch,  President. 
H.  E.  BoDiNE,  Secretary. 


St.  Joseph  Chamber  of  Commerce, 
St.  Joseph,  Mich.,  November  5, 19^0. 
Willis  W.  Baird, 

President  Association  of  Commerce, 

10  South  La  Salle  Street,  Chicago,  III. 

Dear  Mr.  Baird:  Replying  to  your  letter  of  the  3d  relative  to  the  Chlfti?" 
hearing  of  the  Calder  committee.  I  do  not  believe  that  we  could  furnish  a  wit- 
ness that  would  be  of  much  interest  at  this  hearing.  St.  Josei>h,  as  you  know, 
is  not  a  large  city,  but  It  is  growing  industrially  in  a  very  gratifying  way. 

We  have  been  able,  through  the  Htmsing  Corporation,  to  stimulate  the  protlin*- 
tion  of  homes,  and  at  the  present  time  are  almost  keeping  pace  with  the  Indus- 
trial  growth.  The  conditions  have  not  become  serious,  that  is,  we  have  no 
crowded  tenements,  and  so  far  the  people  have  room  enough  in  which  to  streth 
themselves.  We  are  assured  that  the  producti(m  not  only  of  low  priced,  but  «»^ 
high  priced  houses  will  be  very  heavy  this  coming  spring,  and  we  have  ev^Tv 
confidence  in  the  situation.  If  yo»i  think  that  a  witness  from  this  city  untlfr 
these  circumstances  could  be  of  some  assistance,  please  command. 
Yours,  very  truly, 

Ray  W.  Davis. 
Secretary,  St.  Joseph  Chamber  of  Vommenr. 


The  Whiteside  County  Bimlding  and  Ix)an  Association. 

Sterling,  III.,  Wovvmher  6.  t9in, 
Chicago  Association  of  Commerce. 

Chicago,  III. 

Gentlemen  :  Your  letter  of  November  3  addressed  to  M.  D.  John,  secretar) 
of  the  Association  of  Commerce  of  Sterling,  111.,  has  been  handed  to  me  for  rkTl> 
relative  to  that  part  referring  to  the  division  on  building  and  loan  asBwlaiu'n 
matters. 

Beg  to  report  that  our  association  has  made  some  loans  in  Sterling  and  My<^ 
Falls  this  year,  assisting  in  the  erection  of  new  homes  and  also  making  inipri>v*^ 
ments  on  homes  previously  built.    We  can  further  report  that  there  is  a  gretu 
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shortaRe  in  the  housing  proixisitlou  in  Sterling  and  Rook  Falls.    We  have  many 
ilt'iimncls  for  houses  which  we  can  not  fill. 

We  are  of  tlie  opinion  that  if  a  slight  reduction  in  lumber,  materials,  plumbing, 
heating,  labor,  and  other  materials  used  in  the  construction  could  be  made,  say 
20  i)er  cent,  there  would  hem  great  revival  In  the  next  year  In  the  building  of 
new  homes.  But  there  is  a  general  feeling  in  this  community  that  a  reduction 
i.s  due.  And  unless  a  reduction  is  made,  we  believe  that  building  operations  may 
be  .<omewhat  curtailed. 

Respectfully,  yours, 

Whiteside  County  Building  and  Loan  Association. 
By  John  G.  Wetzel,  Henetary. 


Kankakee  (Chamber  of  Commerce, 

Kankakee,  III.,  Noveniber  5,  1920. 
Mr,  W.  W.  Baird, 

Prenidcnt,  Chicago  Assodution  of  Commerce, 

Chicago,  111. 

1>eak  Sir:  Incloseil  you  will  find  a  report  of  the  housing  situation  In  lvankaki»e, 
III.,  which.  If  it  is  in  proper  form,  we  will  be  glad  to  have  you  submit  to  the 
Senate  committee  conducting  a  hearing  in  Chicago  on  November  10  and  11. 

We  believe  that  the  submitting  of  this  brief  report  will  accomplish  the  aims 
desired  and  we  >vlll  not  have  a  representative  present  unless  you  specifically 
request  it. 

Yours,  very  truly, 

£.  A.  Wa&ner,  Secretary. 

The  United  States  Senate  Committee  on  Reconstruction  : 

Through  conmilttee  activity  the  Chsimber  of  Commerce  of  Kankakee,  111.,  has 
ijinfle  quite  an  elaborate  study  of  the  hou.slng  situation  in  the  city,  and  we 
hi^rt'by  submit  the  cimditlons,  to  wit : 

By  surveys  we  established  that  ai)proxlmately  .VH)  houses  were  nenled  an<l 
lliat  an  equal  number  of  laborers  of  no  snmll  means  would  purchase  a  hou«e 
pnividlng  a  financial  plan  could  Ik*  cstal)lished  which  wouUl  permit  them  to  pay 
for  tlie  bouse  fnmi  month  to  month. 

The  local  sltuathm  was  canvassed  and  It  was  found  that  there  were  ample 
\amnt  lots  within  the  city  lindts  to  build  houses  with<mt  creating  an  increas** 
«if  tlie  price  of  the  lots.  By  this  meth<Hl  it  was  determined  that  the  city  as  a 
ubole  would  be  more  benefite<l  than  would  In*  the  case  if  a  subdivision  were 
4Teatt*d. 

Witli  this  data  the  committee  of  the  chamber  of  c<unmerce  visited  many  cities 
where  housing  development  was  under  way  and  endeavored  to  decide  upon  a 
l»lan  that  c<mld  be  carriwl  <mt  in  Kankaket». 

The  genenil  plan  decidetl  uixm  was  to  create  a  housing  <leveh)pnient  company 
Mild  <e\l  the  stock  of  the  company  to  merchants  and  Industrial  heads.  The  fur- 
th«'r  plan  was  to  build  houses  under  a  general  contract  antl  to  sell  the  com- 
pK'ted  housi^;  for  an  Initial  payment  of  10  per  cent.  It  was  the  plan  to  have  the 
hiilMIng  and  Joan  association  advance  (55  iM»r  cent  on  a  first  mortgHge  and  to 
have  I  he  housing  company  advance  the  remainder,  or  2.1  i>er  <»ent. 

The  purchaser  then  would  pay  intoihe  building  and  loan  association  approxi- 
nuiiHy  1  iMT  cent  lK*r  month.  When  by  the^e  jui.vments  he  had  paid  in  the  25 
|M-r  rwit  advniKM'd  by  the  IxMising  compatiy  It  was  plantx^l  to  give  him  the  de<Hl 
to  the  pnqierty  and  to  liave  \\u*  building  and  loan  refund  to  the  housing  com- 
\mhy  the  amount  advanced.  Cnder  this  plan  the  housing;  mmiauiy  would  cetise 
In  f\i«t.  as  far  us  the  Imilding  and  loan  and  the  purch:is(>r  of  any  of  (he  houses 
Hii.ot  tiaKi'metl.  Just  as  S4Nin  as  the  purchastM*  hnd  paid  an  amount  sutlicient  to 
w.irrant  the  building  and  lonn  dealing  direct  witli  the  punhnser. 

In  other  words,  the  building  nnd  loan  wcaild  f(H»I  safe  In  advan<*ing  (I'*  iM»r 
fi-f.t  to  the  purcluis(*r  of  a  house  and  the  housin<z  conqmny  would  take  the  risk 
4ft  ll'i  iH  r  fH'Ut  <»f  the  balanee  until  it  was  paid  in. 

T)»e  idMive  plan  is  so  similar  to  that  followi'd  In  other  cities  that  we  will  not 
g«»  Into  furtlier  details,  jis  you  are  doubth-ss  familiar  with  it. 

AUiut  the  time  it  was  pro|Mts4*(!  to  conduct  this  scheme,  the  money  conditions 
tH««';*n)e  so  stringent  that  the  bulhlitig  and  loan  nssoriiitlon,  even  though  snp- 
|Hirie<l  b>  the  lot'iii  banks,  doubted  whether  It  would  have  monf\v  enouifh  mi 
liaiid  ti»  iinan<"e  (W  |»er  cent  for  very  miiny  buildings.  It  was  also  <-onsid«  red  in- 
advisable to  put  up  u  hous(^  widch  would  eost  the  purchas<*r  $4,tNl0,  for  instance. 
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if  there  was  indications  that  In  a  few  months  or  a  year  all  those  houses  wuuW  W 
reduced  by  changed  conditions.  If  such  a  situation  arose,  we  thou;;ht  that  the 
purchaser  of  any  one  of  these  houses  would  simply  stop  payments.  leavitiK  the 
building  project  unfinished  and  in  a  worse  shai>e  than  though  no  effort  hmi 
been  made  to  advance  it.  . 

That  the  shortage  of  houses  is  a  national  problem  is  beyond  qoestioii.  and  it 
is  a  general  belief  that  the  (tovemment  should  take  anore  steps  tn  aid  in  tbe 
Increase  of  housing  developing  projects  in  the  cities  where  the  community 
Itself  is  willing  to  do  scmiething  to  aid  in  the  advancement. 

The  situation  in  Kankakee  is  such  that  no  new  developments,  Industrhtl  nr 
commercial,  are  hardly  to  be  expected  until  more  htmses  are  provided,  while 
the  health  of  the  citizens  is  impaired  because  of  their  inability  to  get  decent 
homes. 

At  recent  conferences  our  <'ommittee  has  attended,  when  tlie  housing  pn»|K>- 
sition  was  discusse<l  it  has  been  suggested  that  if  the  Government  jirovide.1 
some  financial  aid  in  the  establishing  of  long-term  loans  at  a  low  rate  t»f 
Interest  that  the  communities  wiuild  be  provided  with  sulflcieni  cooi^eration  li> 
handle  the  propositions. 

Respectfully  submitte<l. 

Kankakee  Chamber  of  Ooaimewiu 
By  E.  A.  Wabnkr,  Secretary. 

The  Chairman.  The  committee  is  going  to  luncheon  with  the  com- 
merce board,  and  have  some  other  engagements,  and  we  will  rei^ess 
now  until  2.10  o'clock.  We  would  like  the  witnesses  that  have  been 
asked  to  come  to  return  at  that  hour.  We  shall  try  to  expedite  their 
appearance  and  give  them  an  opportunity  to  hurry  away  at  the 
earliest  possible  moment.  The  committee  will  stand  in  reives** 
until  2.10  o'clock. 

(Whereupon  the  committee  took  a  recess  until  2.10  o'clock  p.  m.) 

AFTER    RECESS. 

(At  2.10  o'clock  p.  m.  the  committee  reassembled,  pursuant  to  the 
taking  of  recess.) 

Mr.  Jamme.  Senator  Calder,  we  desire  to  have  Mr.  Hines  give  hi? 
testimony  now,  as  he  is  leaving  the  city,  and  we  have  taken  the 
liberty  of  changing  the  rotation  of  the  program.  We  will  now  pre- 
sent Mr.  Hines,  of  the  Edward  Hines  Lumber  Co. 

STATEMENT  OF  MB.  EDWAEB  HINES,  EEPRESENTINO  TEE 
EDWABD  HINES  LTJMBEE  CO.,  CHICAGO,  ILL. 

Mr.  Hines.  In  appearing  before  this  committee  to-day  I  first  wish 
to  call  your  special  attention  to  the  fact  that  I  do  so  at  the  request  of 
the  entire  lumber  trade  of  the  city  of  Chicago,  and  such  information 
as  I  submit,  so  far  as  the  local  trade  in  Chicago  is  directly  concerned, 
will  cover  the  average  experience  and  record  of  the  entire  trade  in 
this  city. 

First,  at  no  time  within  the  past  five  years,  the  past  five  months, 
the  past  five  weeks,  or  the  past  five  days  has  there  been  aivy  shortage 
of  lumber  in  this  great  city  which  could  be  classed  as  interfering  with 
the  building  of  either  a  small  residence  dwelling  or  the  largest  mill- 
constructed  buildings.  The  lumber  trade  has  occupied  a  most  unique 
position  in  this  respect. 

As  a  direct  illustration  of  what  service  it  has  rendered  and  <li(l 
render  during  the  war  period,  when  the  Government  required  lar^e 
quantities  of  lumber  on  24  hours'  notice  for  emergency  construction, 
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the  Chicago  himber  yard  dealers,  through  a  coiRiiiittee  of  five  clothed 
with  full  authority  to  act,  guaranteed  to  load  100  carloads  of  lumber 
|)cr  day,  largely  finished  sizes,  nnd  repeatedly  fulfilled  that  contraift 
with  the  Navy  Department  in  its  construction  of  the  large  barracks 
at  the  Cireot  Lakes  Naval  Training  Station.  In  the  majority  of 
rases  cars  loaded  during  the  day  were  switched  through  at  night  and 
delivered  to  the  grounds  ready  for  use  the  following  morning. 

On  a  telephone  order,  received  on  a  Sunday  afternoon  by  one  rep- 
resentative vard,  45  carloads  of  lumber,  largely  dressed  sizes,  were 
Joiuled  on  Monday,  switched  overnight,  and  placed  on  the  grounds  at 
Fort  Sheridan  on  Tuesday  morning,  with  the  result  that  the  con- 
tractors were  able  to  construct  some  80  buildings  in  about  eight  days. 

At  no  time  since  that  period  have  the  lumber  yard  dealers  at 
Chicago  hesitated  or  failed  to  take  care  of  any  re(juirements  of  the 
citv  or  its  tributary  points  with  equal  promptness. 

Luml>er  vards  are  distributed  around  the  city  in  reasonably  central 
c<immunities  from  the  southern  part  of  the  city  to  the  most  northern 
limits  of  the  city  and  county.  Lumber  is  sold  anywhere  in  Chicago, 
covering  an  area  north  and  south  of  about  op  miles  and  east  and  west 
of  about  10  miles,  at  relatively  the  same  basis  of  cost  per  thousand, 
enabling  the  public  at  all  times  and  at  any  point  to  receive  lumber 
promptly  and  at  comparatively  the  same  basis  of  price,  transporta- 
tion charges  being  equalized  and  averaged  throughout  the  entire 
territory. 

As  an  illustration  that  there  is  not  alone  an  ample  supply  of 
lumljer  on  hand  in  Chicago,  but  that  stocks  can  be  fully  replenished 
from  time  to  time  from  manufacturing  points — that  is,  at  the  mills — 
tliere  is  not  only  an  ample  stock  for  normal  demands  but,  owing  to  the 
decreased  demand  for  the  past  seven  months,  stocks  on  hand  at  the 
mills  have  constantly  increased,  as  from  the  latest  obtainable  infor- 
mation  from  the  southern  districts  there  is  approximately  50(),()()(),0()0 
feet  more  of  yellow  pine  luml)cr  in  pile  than  there  was  a  year  ago. 
On  the  west  coast,  from  wiiich  comes  fir,  western  j)ine,  and  spruce^ 
there  is  approximately  an  ecjual  per  cent  more  of  lumber  on  hand 
'•ompared  with  a  year  ago.  Equally  so  is  the  increased  stock  on 
hand  in  the  inland  empire,  producing  western  nine,  fir,  and  larch. 
The  California  market  likewise;  and  while  stocks  on  hand  in  Wis- 
consin, Minnesota,  and  Michigan  are  not  quite  as  large  proportion- 
ately as  in  the  above-mentioned  districts,  they  have  more  than  ample 
for  normal  demand.  The  reas(m  for  the  shortage  in  the  Minnesota, 
Wiscimsin.  and  Michigan  district  is  due  entirely  to  a  labor  strike 
extending  from  the  1st  of  May  to,  in  many  instances,  August  1,  dur- 
iri::  which  period,  of  course,  i)rotluction  was  perforce  largely  cur- 
tailed. Therefore  there  is  an  ample  supply  of  lumber  on  hand  in 
( 'liicago  for  buiUling  purposes  of  all  kinds  ami  plenty  more  promptly 
available. 

Commencing  about  a  year  and  a  half  ago,  lumber  advanced  sharply, 
:i  (Y>mbination  of  causes  bringing  this  about.  The  advances  con- 
tinued gradually  iluring  the  winter  of  ll)M)-:i()  and  reached  the  peak 
alnnit  April  1  of  this  year.  In  this  connection  I  beg  leave  to  file  with 
you  a  statement  taken  from  a  nimilwr  f>f  actual  sales  by  several  rep- 
rt^^^ntati^-es  lumber  yards,  from  March  2l\  to  Octol)er  27,  1920,  show- 
ing at  various  dates  repn^sentative  of  what  might  l)e  classed  as  ordi- 
nary or  customary  building  sizes  of  material,  together  with  the 
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quantities  bought,  the  price  per  thousand  sold  for  at  these  various 
periods,  which  shows  that  within  seven  months  the  decline  has  been 
from  13.43  per  cent  to  36.37  per  cent.  In  dollars  and  cents  per  thou- 
sand, by  which  lumber  is  usually  computed,  from  $9  to  $00  per  thou- 
sand; or,  using  carloads  as  a  unit,  with  an  average  of  25,000  feet  per 
carload,  from  $225  to  $1,500  per  car.  These  are  very  large  declines 
when  it  is  considered  that  not  one  item,  including  labor  and  tlie 
various  supplies  that  enter  into  the  finished  product  of  lumber,  has 
come  down  during  that  period  in  tlie  city  of  Chicago. 

I  feel  justified  at  this  time  in  saying,  and  shall' be  glad  to  furnish 
absolute  statistics  covering  this  fact,  from  the  manufacturing  opera- 
tions in  which  I  am  individually  interested  in  Minnesota,  Wisconsin, 
and  Mississippi,  manufacturing  the  principal  kinds  of  lumber  used 
in  building  construction  in  Chicago,  in  northern  pine,  hemlock  and 
hardwood,  and  yellow  pine,  that  costs  of  operation  have  constantly 
increased. 

,  For  example,  the  cost  statement  of  the  Virginia  &  Rainy  Lake  Co., 
at  Virginia,  Minn.,  of  which  I  am  president,  the  largest  manufacturer 
of  pine  lumber  in  this  country,  shows  the  cost  of  logging  in  lOlH  as 
$15.28  per  thousand  feet;  1919,  $21.24;  and  to  date  in  1920,  $20.56. 
Expenses  attending  the  manufacture  of  lumber,  1918.  $8.72:  1919, 
$10.19:  and  to  date  for  1920,  $13.07.  a  showing  almost  100  per  cent 
increase  in  cost  of  logging  and  about  60  per  cent  in  the  cost  of  mnnu- 
facturing.  In  Wisconsin  where  we  operate  three  mills,  the  increases 
show  a  comparatively  equal  advance,  and  approximately  the  same  in 
the  South.  Up  to  the  present  time  there  has  been  no  decrease  in 
the  amount  of  wages  paid,  although  one  is  anticipated.  In  the  case 
of  supplies  there  has  been  comparatively  very  little  decline  as  yet, 
and,  in  fact,  some  items  have  largely  increased,  as  evidenced  in  the 
matter  of  coal,  for  which  we  are  now  paying  $12  per  ton  as  against 
$5.35  in  1919,  or  over  100  per  cent  increase  in  a  year. 

The  lumber  dealers  of  Chicago  have  promptly  and  continuously 
decreased  the  price  to  the  public  as  fast  as  the  manufacturers,  south, 
west,  and  north,  have  made  declines  to  them,  and  in  fullj'  as  great 
proportion,  and  intend  to  give  to  the  public  the  benefit  of  any  further 
changes  there  may  be  in  the  market,  if  for  no  other  reason  than  a 
selfish  one  in  desiring  to  do  their  full  share  to  stimulate  buildinj;  in 
order  to  keep  the  volume  up  to  noraial  or  as  near  it  as  possible. 

The  volume  of  lumber  sales  in  the  city  of  Chicago  has  decreased 
from  Mardi  of  this  year  to  the  present  time  about  66§  jier  cent,  or 
to  about  one-third  \){  tlie  normal  volume.  This  of  necessity  greatly 
adds  to  the  cost  of  overhead  and  costs  per  thousand  of  the  percent- 
age of  expense  of  doing  business.  In  order  to  realize  the  same 
profit  per  thousand,  necessarilv,  unless  the  volume  soon  increases 
there  Avill  have  to  be  made  an  increase  in  the  selling  price  to  make 
up  for  the  decline  in  volume  and  to  carry  the  extra  overhead.  Tlie 
figures  taken  from  one  representative  yard  in  Chicago  show  an  aver- 
age  of  304  employees  with  an  average  wage  scale  of  $30.90  per  week 
during  the  past  seven  months.  For  the  same  period  of  1918  tlie  rate 
of  wages  per  week  was  $18.85,  showing  an  increase  in  the  wages  paid 
per  man  per  week  of  77.8  per  cent  in  less  than  two  years.  In  the 
])laning  mills  o])erated  by  the  same  company,  which  have  to  do  with 
the  dressing  of  the  ro"'*^^   ^"^^^ber  before  delivery  to  the  place  oi 
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construction,  the  advance  in  wages  during  the  same  period  was  7»3.37 
per  cent.  While  the  advance  in  labor  in  the  lumber  yards  was  77.8 
per  cent,  the  actual  advance  in  the  handling  costs  was  119.10  per 
cent,  brought  about  partly  through  the  77.8  per  cent  advance  in 
wages  and  partlv  by  the  decreased  efficiency  in  the  labor  employed. 

It  seems  at  tliis  time  fitting  to  call  the  comnrittee's  attention  to 
the  fact  that  the  newspapers  of  this  counry  have  failed  to  give 
the  public  the  news  of  the  decline  made  in  lumber  by  the  lumber 
yards,  while  Mr.  Ford  got  on  the  front  page  of  every  newspaper  in 
the  United  States  \vhen  he  announced  his  cut  in  the  price  of  cars, 
though  admittedly  his  profit  on  cars  Avas  much  preater  than  the  profit 
on  Iuml)er  has  ever  been.  Take  also  the  incident  of  John  Wana- 
maker  when  he  announced  a  cut  of  20  per  cent,  which  was  heralded 
in  every  newspaper  in  the  country. 

We  feel  warranted  in  calling  your  particular  attention  to  the  fact 
of  oiir  increased  overhead  on  account  of  the  largely  decreased  vol- 
ume for  the  past  few  months,  an<l  no  decrease  in  wages  or  supplies 
of  any  kind,  with  less  efficiency  on  the  part  of  labor,  handling  costs 
much  higher  than  a  year  ago,  so  that  our  reductions  in  the  selling 
price  are  simply  reductions  in  the  amount  we  are  receiving  from  the 
l>ublic,  without  any  offset  reductions  to  us  whatsoever. 

The  lumber  yards  of  Chicago  have  for  years  carried,  and  now 
«'arry,  large  stocks  of  all  kinds  of  lumber.  It  is  the  only  city  in  the 
United  States  where  you  can  procure  at  a  moment's  call  any  kind 
iff  building  material,  no  matter  what  the  ^ize  may  be,  including 
tinil»ers  of  the  longest  and  largest  character,  up  to  20  inches  by  20 
indies  by  100  feet  long.  Chicago  has  been  for  years,  and  still  is,  the 
lartrest  lumber  market  in  the  world. 

Chicago  is  therefore  not  alone  prepared  to  take  care  of  any  local 
trade  ox  whatsoever  kind,  no  matter  what  the  emergency,  and  com- 
mence delivery  within  24  hours  after  i*eceipt  of  order,  but  is  also 
in  ix)sition  to  ship  to  any  point  within  a  radius  of  a  thousand  miles 
luml)er  for  any  cnaracter  of  building  purpose  at  a  moment's  notice. 

There  has  been  no  time  when  lumber  not  alone  could  be  had  so 
quickly,  as  compared  with  any  substitute,  and  at  the  same  time 
cheaper  per  cubic  foot  than  any  substitute  could  be  furnished  for. 
So  there  is  no  reason  why,  so  far  as  building  is  concerned  where  wood 
construction  is  used,  it  can  not  be  furnished  promptly  and  at  a  lower 
price  than  any  substitute. 

Of  coursi\  in  making  this  statement,  due  regard  must  be  had  lor 
what  labor  and  other  materials  used  in  the  same  structure  is  now 
l>eing  offered  at. 

At  this  time  I  feel  warranted  in  calling  the  committee's  attention 
to  the  outstanding  factor  in  connection  with  building;  the  fact  that 
lumber  has  for  the  pa^t  six  months  at  least  and  at  the  present  time 
done  not  only  its  full  share,  but  more  than  its  full  share,  in  bring- 
xnfT  about  a  reduction  in  the  cost  of  building.  It  is  not  our  part  at 
this  time  to  suggest  what  others  ought  to  do.  but  we  take  pleasure  in 
laying  before  the  committee  what  luml)er  has  dcme  and  is  now  doin^. 

"The  proiluction  of  hmil>er  is  most  wi<lespread  and  more  diversi- 
fi^d  than  any  of  its  competitor^,  coming  from  practically  every  State 
in  the  Union.  Nature  has  therefore  made  it  im])ossil)le  for  any  prac- 
ti<'nl  combination  for  the  maintenance  of  f)rices  as  the  different 
specie  of  wood  are  <lirect  competitors  one  with  the  other.     Chicago 
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being  what  might  be  classed  as  the  hub  of  the  consunung  wheel  of 
the  United  States,  receiving  its  products  by  boat  through  the  great 
waterways  of  the  Great  Lakes,  including  Canada,  Minnesota,  Xfichi- 
gan,  and  Wisconsin  in  pine  and  hemlock,  and,  directly  com^itive 
with  this  and  equally  serviceable  for  building  is  the  pine,  tin  and 
larch  from  the  inlah^  empire,  fir  from  the  Pacific  coast,  yellow  pine 
from  the  South,  equallj^  desirable,  more  accessible,  and  obtainable 
in  trainloads,  hemlock  l)y  cars  from  Wisconsin  and  Michigan ;  beau- 
tiful birch  and  other  various  hardwoods  from  Wisconsin  and  Michi- 
gan coming  in  direct  competition  with  the  other  woods  classed  as 
equal,  like  oak,  gum,  etc.,  from  the  Southern  States;  all  directljr 
competing  woods  from  the  various  diversified  markets  for  the  Chi- 
cago trade,  each  with  the  other,  not  to  speak  of  the  hundreds  of 
manufacturers  in  each  group,  competing  one  with  the  other,  and  each 
representative  wood,  one  with  another,  all  of  which  woods  are  used 
directly  for  building  purposes.     And  the  same  application  can  be 
made  m  a  lesser  degree,  depending  on  the  distances  from  the  manu- 
facturing points  to  the  other  large  commercial  cities  of  the  United 
States,  as  well  as  the  various  consuming  smaller  towns  and  farming 
communities  of  the  United  States. 

From  the  comparative  brief  statement  of  facts  above  presented 
I  would  like  to  have  the  opportunity  of  supplementing  it  with  some 
charts  and  statements  more  in  detail,  and  at  this  time  shall  also  be 
glad  to  answer  any  questions  which  may  occur  to  any  of  you,  to 
enable  you  to  form  a  more  clear  conception  of  the  subject  I  have 
endeavored  to  treat. 

The  Chairman.  You  have  jitst  stated  that  the  prices  of  lumber 
are  less  to-day  than  they  were  last  spring.  As  I  recall  it,  you  said 
thev  run  from 

Mr.  Hikes.  From  13  to  35  per  cent. 

The  Chairman.  From  13  to  35  per  cent? 

Mr.  HiNES.  Yes,  sir. 

The  Chairman.  Can  vou  tell  the  committee  what,  for  instance, 
was  the  price  on  short  leaf,  yellow-pine  timber,  average  lengths,  for 
home  building  in  1916? 

Mr.  HiNEs.  I  can  not  furnish  the  exact  price  from  memor3%  but  I 
will  furnish  the  committee  that  information  from  the  exact  figures. 

The  Chairman.  You  could  not  approximate  that  price,  could  you? 

Mr.  HiNEvS.  At  the  mills,  the  mill  points,  or  at  Chicago? 

The  Chairman.  No,  here;  to  retail  for  building  purposes,  that 
your  concern  would  sell  to  the  builders  around  town  here. 

Mr.  HiNES.  What  items,  for  instance? 

The  Chairman.  Say  3  by  8's,  3  by  9  or  10  timber  in  20-foot 
lengths. 

Mr.  HiNES.  I^st  spring  the  price  would  be  approximately  $70  a 
thousand.    To-day  the  price  would  be  approximately  $50. 

The  Chairman.  What  was  the  price  in  1916,  do  you  recall  that? 

Mr.  HiNEs.  Not  from  actual  memory;  no.  I  prefer  to  give  the 
exact  figures. 

The  Chairman.  Of  course,  $20  a  thousand  is  a  big  reduction.  Mv 
recollection  is  the  price  in  1916  was  about  $28  or  $30  a  thousand. 

Mr.  HiNES.  That  is  during  the  war. 

The  Chairman.  No  ;  1916,  the  year  before  the  war. 
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Mr.  HiNEs.  The  year  before  the  war.  I  could  not  say  it  from 
memory,  but  I  can  furnish  the  actual  information  if  3^ou  like. 

The  Chairman.  I  would  be  very  glad  to  have  you  do  it,  if  you 
please,  the  price  of  yellow-pine  timber  in  1916,  the  spring  of  1920, 
aa<l  to-day,  and  also  the  price  of  yellow-pine  roofing. 

Mr.  HiNES.  The  price  at  the  mill  points  delivered  in  Chicago  in 
April  was  about  $59  a  thousand.  To-day  it  is  $31.  It  was  selling 
then  in  Chicago  at  that  period  at  about  $68  to  $70.  To-day  it  is 
selling  from  $43  to  $45. 

The  Chairman.  Then  you  do  not  recall  the  price  of  that  com- 
modity in  1916? 

Mr.  HiNES.  No;  not  from  memory. 

The  Chairman.  I  was  anxious  to  find  out  just  what  the  increase 
was  to-day  over  1916? 

Mr.  HiNEs.  Yes;  I  could  furnish  that  information  for  you  to- 
rn* irrow. 

The  Chairman.  Thank  you,  if  you  will  let  us  have  it.  Mr.  Ilines, 
*1()  you  think  there  is  any  good  reason  for  this  committee  to  try  to 
stimulate  building? 

Mr.  Hikes.  My  opinion,  personally,, would  Ik?  this:  I  do  not  think 
it  is  wise  to  stimulate  building  until  you  arrive  at  the  proper  founda- 
tion. I  do  not  think  values  at  the  present  day  would  warrant  the 
'ommittee  in  attempting  to  stimulate  Duilding  for  this  reason :  To  the 
Ix'St  of  my  knowledge,  lumber  is  practically  the  only  item  that  has 
nia<le  any  material  reduction,  including  labor,  up  to  the  present  time. 
(T')ing  back  a  short  i>eriod,  with  the  proportionate  advances  that 
lumber  has  had,  if  you  started  to  build  a  building:  to-day,  in  my 
iinlgment,  it  would  cost  from  25  to  35  per  cent  more  than  the  same 
iHulding  would  cost  if  conditions  would  assume  natural  cxmditions 
within  the  next  six  months  to  a  year.  Therefore  I  do  not  see  how 
.iiivcme.  if  he  is  a  capitalist  or  a  man  who  would  loan  money,  or  a 
rnan  building  a  small  home,  would  be  warranted  in  putting  money 
in  a  building  to-day  under  the  conditions  which  in  six  months  from 
iM)w  or  eight  months  from  now  the  cost  would  l)e  materially  reduced. 

The  Chairman.  You  think,  then,  there  is  almost  certain  to  be  a 
ji'dnrtion  in  the  cost  of  other  materials? 

Mr.  IIiNtis.  Why,  if  natural  conditions  follow,  I  think  there  is 
I'ound  to  be  a  reduction  in  the  high  and  inflated  values  following 
III**  war,  l>oth  in  material  as  well  as  labor.  As  an  illustrati(m,  for  in- 
-Tance*  at  the  present  time  in  the  South  our  mills — I  think  most  of  th^ 
unlU  are  running  on  a  four-day  basis.  I  just  returned  from  Minne- 
-«»f  a  Saturday.  \Ve  decreased  our  output  50  per  cent,  shutting  down 
'•ru'  mill  entirely.  Now,  that  is  going  to  throw  out,  naturally,  a 
l.irire  proportion  of  our  help.  We  regret  that  exceedingly,  because 
i.M  th<*se  smaller  towns  it  is  most  difficult  for  men  to  find  employment, 
■  lit  we  could  not  continue  to  run  and  pile  up  lumber  and  borrow 
•  .ipital  to  pay  our  pay  rolls,  with  the  conditions  facing  us  at  the 
Pii^t-nt  time  of  practically  no  sales.  So  we  were  forced  to  reduce 
t»nr  output. 

The  Chairman.  Your  output  now  under  reduced  c<mditions  i>  even 
:rn-ater  than  your  sales? 

Mr.  HiNEs.  In  Chicago  at  the  present  time  we  are  not  stalling  to 
»-\<v'<'d  one-third  of  a  normal  amount  of  luml>er. 
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The  Chairman.  You  say  "normal."  You  are  thinking:  of  the 
period  before  the  war? 

Mr.  IIiNEs.  Yes;  under  normal  conditions. 

The  (^HAiRMAN.  Do  you  think  there  is  a  prospect  of  a  further  re- 
duction in  the  price  of  lumber  ? 

Mr.  HiNEs.  No;  because  lumber  now,  at  the  South,  the 'West,  and 
the  North  at  mill  i)oints  within  the  past  30  days  is  selling  for  less 
than  the  cost  of  production  on  the  basis  of  reasonable  value  for 
stumpa^re  plus  the  cost.  For  instance,  yellow  pine  js  bringing  now 
in  the  nouth  somewhere  from  $30  to  $33  a  thousand  average;  and 
based  on  what  the  Government  says  the  stumpage  is  worth,  plus  the 
actual  cost  of  producing  it,  the  average  would  be  more.  Hemlock 
in  the  North  is  in  the  same  position.  Fir  on  the  coast  is  in  the  same 
position. 

The  Chairman.  What  are  the  labor  costs  in  the  mills  as  eompareil 
to  what  they  were  four  years  ago? 

Mr.  HiNEs.  Within  two  years  our  costs  in  Minnesota  in  logging 
is  over  100  per  cent.  In  labor,  in  the  sawmills,  about  73  per  cent  more. 
In  the  South  labor  is  over  100  per  cent  as  compared  with  three  yean- 


ago. 


The  Chairman.  If  these  labor  costs  go  down,  wouldn't  that  l>e  in 
turn  a  further  reduction  in  lumber? 

Mr.  HiNEs.  Yes. 

The  Chairman.  You  have  not  yet  tackled  that  proposition,  have 
you? 

Mr.  HiNEs.  Yes;  we  have.  In  Minnesota,  last  Saturday,  the  qu«^ 
tion — a  committee  of  the  men  waited  upon  me  and  suggested  thoy 
would  take  a  20  per  cent  reduction  in  wages  if  we  could  arrange  i^' 
run  both  plants  this  winter.  I  told  them  we  did  not  feel  safe  iL 
running  both  plants  with  the  conditions  as  they  were,  and  I  su:i- 
gested  making  a  10  per  cent  reduction  in  wages  and  cutting  down 
the  capacity  60  per  cent. 

The  Chairman.  Is  that  what  you  decided  to  do  finally? 

Mr.  HiNES.  Yes;  and  we  gave  out  in  circular  form  our  reason-, 
and  in  a  very  explanatory  way,  to  the  men,  so  that  they  understand 
our  situation.  It  is  really  a  hardship  in  these  smaller  towns  to  shut 
the  plants  down.  The  men  have  no  other  way  of  occupation  <>r 
earning  any  money. 

The  Chairman.  In  your  opinion,  is  labor  responsible  to  any  ex 
tent  for  the  delay  in  the  building  program  of  Chicago,  and  in  what 
wav? 

Mr.  HiNES.  I  would  not  say  that  labor  is  any  more  responsible 
than  the  high  cost  of  materials.  I  think  labor  occupies  practically 
the  same  position  as  the  higher  cost  of  materials  occupiea.  I  thitik 
both  material  and  labor  has  to  take  proportionately  less  price  n\ 
order  to  induce  people  to  build  and  bring  building  down  to  a  norma! 
price,  to  influence  capital  to  go  into  building,  to  influence  the  max 
of  small  savings  to  put  it  into  them  with  safety.  In  my  judgnirnt. 
the  quicker  those  things  take  place  the  quicker  you  will  bring  al»oii» 
a  natural  stimulation  of  business. 

The  Chairman.  Mr.  Hines,  labor  is  about  three-fourths  of  tl/ 
building,  is  it  not?    Would  you  estimate  as  high  as  that? 

Mr.  HiNES.  Well,  I  should  say  about  two-thirds,  including  tl 
labor  that  goes  into  the  finished  product  of  the  material. 


•    V 
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The  Chairman.  Yes.  Some  experts  have  estimated  it  as  high  as 
JSO.  In  my  general  opinion  it  represents  about  75  per  cent,  when  you 
consider  the  labor  that  goes  into  the  manufacture  of  the  material. 

Mr.  HiNEs.  Well,  what  figures  we  have  is  about  two-thirds,  but 
that  is  flexible. 

The  Chairman.  Tell  me  about  the  efficiency  of  labor.  Is  labor  as 
efficient  as  it  was  before  the  ^ar? 

Mr.  HiNES.  In  my  judgment  it  is  not,  brought  about  by  the  condi- 
tions which  occurred  during  the  war;  the  cost-plus  system,  to  my 
mind,  has  been  a  sort  of  a  poison  to  both  the  contractor  and  the 
laborer.  It  has  encouraged  less  efficiency,  efficiency  in  labor,  be- 
cause those  having  charge  of  the  work  did  not  receive  the  work  on 
a  competitive  basis.  They  received,  naturally,  a  greater  profit  if  the 
cost  was  greater.  But  speakipg  from  a  selfish  standpoint,  of  course, 
they  did  not  take  the  care  to  keep  down  labor  as  well  as  costs. 

I'he  Chairman.  During  recent  months  has  the  efficiency  of  labor 
increased. 

Mr.  HiNEs.  Up  to  the  present  time  I  have  not  seen  where  it  has 
increased  in  efficiency. 

Senator  Kenyon.  Mr.  Hines,  as  I  understand  your  evidence,  there 
i'^  plentv  of  lumber  in  Chicago;  there  is  no  shortage? 

\fr.  Hines.  No,  sir;  there  is  a  surplus  in  this  city  at  the  present 
time. 

Si»nator  Kenyon.  There  is  a  surplus  ? 

Mr.  Hines.  Yes,  sir;  as  well  as  at  all  mill  points. 

Senator  Kenyon.  So  that  if  a  man  has  the  price  he  can  get  all 
the  lunil)er  he  wants? 

Mr.  Hines.  Senator,  not  alone  at  the  present  time,  but  that  has 
ocmrred  during  the  past  five  years. 

Senator  Kenyon.  At  all  times? 

Mr.  Hines.  The  last  five  years  at  least. 

Senator  Kenyon.  Xow,  in  the  spring  you  quoted  us  prices  of  yel- 
low pine  at  $70  a  thousand. 

Mr.  Hines.  Yes,  sir;  that  was  on  what  you  call  roofer,  6-inch,  No. 
2  <lressed. 

Senator  Kenyon.  What  month  was  that? 

Mr.  HiNEfl.  That  was  in,  I  should  say,  March  and  April  and  pos- 
ildy  part  of  May. 

>Vnator  Kenyon.  Xow  the  same  lumber  can  be  purchased  for  $50 
per  thousand? 

Mr.  Hines.  We  are  selling  it  now  for  $43  to  $45. 

Senator  Kenyon.  From  $43  to  $45  ? 

>fr.  Hines.  Yes,  sir. 

Senator  Kenyon.  How  long  was  that  same  lumber  at  $70  a  thou- 

Mr.  Hines.  Well,  it  commenced  al)out  a  year  and  a  half  ago  to 
advance,  antl  it  went  up.    The  peak  was  reached  about  April  of  this 

A  «*a  r. 

Senator  Kenyon.  April  of  this  year? 

Mr.  Hines.  Yes. 

Senator  Krny<in.  Was  that  the  $70? 

Mr.  Hines.  Yes,  sir. 

Si^nator  Kenyon.  Was  that  the  peak? 

Mr.  Hines.  Yes,  .sir. 
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'Senator  KenYon.  Did  it  get  higher  than  that  at  all  during  the 
war? 

Mr.  Hines.  Oh,  no ;  it  was  much  cheaper  than  that  during  the  war. 

Senator  Kenton.  That  was  the  peak? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  Now,  in  April  were  your  labor  costs  any  more 
than  they  are.  how  ? 

Mr.  Hines.  They  were  not. 

Senator  Kenyon.  Did  anything:  entering  into  the  production  of 
that  lumber  cost  any  more  in  April  than  it  does  now? 

Mr.  Hines.  Not  between  April  and  this  date;  no,  sir. 

Senator  Kenyon.  Well,  then,  if  you  can  sell  it  at  $45  now,  you 
are  making  a  fair  profit,  I  suppose,  on  it  ? 

Mr.  Hines.  On  the  basis  of  what  it  can  be  had  from  manufac- 
turing points. 

Senator  Kenyon.  If  you  can  make  a  fair  profit  on  it  now  at  $45 
a  thousand,  you  were  making  a  pretty  fair  one  at  $70  per  thousand, 
with  the  same  cost  of  production  ? 

Mr.  Hines.  We  are  not  making  as  great  a  percentage.  It  is  just 
about  the  same  at  the  mill  points  as  at  that  time. 

Senator  Kenyon.  Was  it  costing  any  more  to  produce  it  when  you 
were  getting  $70  a  thousand  than  when  $45  a  thousand  ? 

Mr.  Hines.  In  the  Chicago  yards,  speaking  as  a  whole,  1)5  per 
cent  do  not  produce  anything.  They  buy  from  wholesalers  or  from 
mill  points.  For  instance,  the  mill  price  in  April  for  that  luml)er 
that  was  selling  for  $70  a  thousand  was  then  $58  to  $60  a  thousand. 
To-day  that  mill  price  is  from  $31  to  $82  a  thousand. 

Senator  Kenyon.  What  is  there  about  the  mill  that  has  reduced 
the  cost  of  production  from  April  to  now? 

Mr.  Hines.  Commencing  with  April  the  demand  began  to  fall  off. 
The  mills  were  confronted  with  a  constantly  increased  manufactur- 
ing cost,  gradually  advancing.  In  many  cases  each  mill,  anticipating 
a  further  decline — further  stoppage  in  value,  desirinjg  to  realize  and 
probably  pay  up  their  indebtedness — ^began  to  sell.  That  price  went 
down  continually. 

Senator  Kenyon.  Was  there  more  demand  then  than  now? 

Mr.  Hines.  Oh,  yes.  The  demand  was  very  great  up'to  about  the 
1st  of  June. 

Senator  Kenyon.  Were  the  mill  costs  any  greater  then  than  they 
are  now  ? 

Mr.  Hines.  The  mill  costs  were  just  about  the  same  as  they  are  at 
the  present  time. 

Senator  Kenyon.  Then  the  mills  must  have  been  making  a  great 
deal  of  money  ?  ' 

Mr.  Hines.  The  mills  were  making,  naturally — as  I  said,  at  the 
present  time,  the  fir  and  yellow  pine  and  hemlock  is  selling  for  less 
than  production  at  the  present  time.  During  April  and  May  they 
were  making  a  substantial  amount  of  money;  yes,  sir. 

Senator  Kenyon.  Xow  they  are  selling  for  less  than  the  cost  of  pro- 
duction ? 
Mr.  Hines.  Absolutely  selling  for  less  than  the  cost  of  production. 
Senator  Kenyon.  Did  they  make  so  much  money  before  that  they 
can  do  that  now  ? 
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Mr.  HiNES.  No.  The  area  of  what  you  might  class  as  large  profits 
in  the  lumber  business  has  been  for  about  the  last  eight  months  prior 
to  the  1st  of  June. 

Senator  Kbnyon.  Prior  to  the  1st  of  June  ? 

Mr.  HiNES.  Yes- 

Senator  Kenton.  The  area  of  large  profits  ? 

ifr.  HiNES.  Yes. 

Senator  Kenton.  Well,  I  don't  know  much  about  what  a  lumber 
man  considers  large  profit.    What  do  you  consider  large  profits  ? 

Mr.  HiNEs.  Well,  it  depends  upon  now  large  your  operation  is.  If 
you  are  carrying  an  operation  in  which  you  may  have  invested  three 
or  four  million  dollars  you  will  have  to  produce  a  certain  amount  of 
lumber  per  year.  Your  interest  on  the  three  or  four  million  dollars 
at  6  per  cent  would  be  close  to  $200,000.  If  you  are  producing  thirty- 
five  or  forty  million  feet  per  year  you  have  to  produce  a  certain  amount 
in  order  to  make  a  profit,  pay  your  taxes,  pay  your  interest  on  your  in- 
vestment. Lumber  is  peculiar  in  this  sense:  You  have  got  to  have  a 
IkhIv  of  timber  from  20  to  25  years  in  advance  of  the  saw  in  order  to 
warrant  your  sawmill.  It  is  different  from  a  cotton  mill  or  woolen 
mill,  where  you  can  bring  the  raw  material  to  your  mill  for  a  great 
many  years.  When  your  timber  area  is  cut  out  then  your  plant  and 
railroa<l  is  worth  notliing.  So  you  have  to  charge  off  per  year  during 
yoMT  operation  a  certain  percentage  to  take  care  of  that  overhead.  It 
is  limited  by  its  inaccessibility  and  the  cost  of  transporting  raw  mate- 
rial to  the  mill. 

Senator  Kenyon.  Lumber,  then,  has  actually  gone  down  in  the  last 
few  months? 

Mr.  HiNES.  Since  the  Isi:  of  June. 

S<?nator  Kenyon.  Lumber  and  Ford  cars  are  about  the  only  things 
that  have  gone  down,  aren't  they? 

Mr.  IIiNEs.  AMiy;you  can  count  the  articles  almost  on  one  hand  that 
have  gone  down;  you  are  right,  however. 

l^enntor  Kenyon.  And  you  feel  a  little  aggrieved  because  Ford  has 
^rotten  so  much  front  space  in  the  newspapers  and  the  generous  lum- 
bermen have  not. 

Mr.  HiNEs.  Why,  I  feel  this  way:  I  think  the  public  should  at  the 
I)resent  time  be  more  vitally  interested  in  luml)er  than  Ford  cars. 
Senator  Kenyon.  I  agree  with  you. 
Mr.  IIiNEs.  Thev  should  have  the  information.    We  don't  feel  ex- 


tirtly  aggrieved,  but  I  think  it  is  the  public  dutv 

Senator  Kenyon.  Maybe  these  newspai)er  \>oys  will  rectify  that 
frror. 

Mr.  HiNEs.  I  hope  so. 

Senator  Kenyon.  Probably  the  first  they  knew  about  lumber  going 
<Iown. 

Mr.  HiNEs.  I  don't  think  it  is  intentional  on  their  part;  it  is  just 
probably  an  oversight. 

Senator  Kenyon.  Mayl)e  they  have  not  had  to  buy  any  luml)er. 
Are  there  any  a.ssociations  of  lumlwrmen  in  the  country? 

Mr.  HiNEs.  Yes,  sir;  there  are  a  number  of  associations.  There 
were  perhaps  at  one  time  15  different  associations. 

Senator  Kenyon.  Is  there  a  national  association  ? 

Mr.  HiNEft.  Yes,  sir. 

Senator  Kenyon.  What  is  that  called? 
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Mr.  HiNEs.  Called  the  Xational  Lumber  Manufacturers'  Associa- 
tion. 

Senator  Ken  yon.  Does  it  have  regular  meetings? 

Mr.  HiNEs.  No ;  they  meet  about  every  three  or  four  months.  The 
directors  meet — I  happen  to  be  a  member  of  it  and  one  of  its  direc- 
tors. 

Senator  Kenyon.  How  many  members  are  there  to  that  associa- 
tion ? 

Mr.  HiNES.  Why,  it  is  made  up  by  affiliated  associations.  Each  one 
of  the  affiliated  organizations  having  one  membership  in  the  national. 

Senator  Kenyon.  How  many  does  that  make  in  the  national  as- 
sociation ? 

Mr.  HiNEs.  Well,  I  would  say  approximately  maybe  a  thousiunl 
members  out  of  probably  25,000.  Aiaybe  I  would  say  possibly  10  per 
cent  of  all  the  manufacturers. 

Senator  Kenyon.  What  are  the  affiliated  associations  that  ha^e 
one  representative  in  the  national  association? 

Mr.  HiNEs.  Well,  there  is  the  Northern  Hemlock  and  Hardwood: 
there  is  the  Northern  Pine 

Senator  Kenyon.  I  do  not  care  to  have  you  go  into  them  all,  but 
just  in  a  general  way. 

Mr.  HiNEs.  I  should  judge  there  are  about  10.  That  may  varj^  one 
or  two  from  that  number. 

Senator  Kenyon.  Those  are  different  groups  of  associations? 

Mr.  IIines.  Yes. 

Senator  Kenyon.  Those  that  are  in  the  pine  have  one  association  f 

Mr.  HiNES.  Yes,  sir. 

Senator  Kenyon.  And  hemlock,  another  ? 

Mr.  HiNEs.  Yes,  sir. 

Senator  Kenyon.  Spruce  another? 

Mr.  HiNES.  No;  spruce  is  a  very  small  item,*  but  fir  has  another 
and  yellow  pine  has  another. 

Senator  Kenyon.  And  the  producers  of  that  class  of  lumber  have 
their  own  association  or  large  association? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  And  then  from  that  they  go  to  a  national  asso- 
ciation i 

Mr.  Hixi:s.   Yes,  sir. 

Senator  Kenyon.  They  talk  over  prices,  do  thev? 

Mr.  Hines.  Not  in  the  national  association.  That  is  considerinir 
naturally  national  questions,  questions  of  legislation,  questions  <>f 
forestry,  and  questions  of  taxes,  and  matters  that  affe<*t  national 
affairs. 

Senator  Kenyon.  Take  one  of  the  associations,  the  pine,  did  y<m 
say  ? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  Do  you  belong  to  that  ? 

Mr.  ITiNEs.  Yes,  sir. 

Senator  Kenyon.  How  often  do  they  meet? 

Mr.  Hines.  Well,  last  year  they  met,  I  think,  twice. 

vSenator  Kenyon.  Twice? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  Do  they  do  anything  in  fixing  prices? 

Mr.  Hines.  No,  sir;  none  whatever. 
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Senntor  Kenton.  Discuss  prices  at  all? 

Mr.  HiNEs.  No.  Oh,  we  often  discuss  the  relative  values,  like  at 
rhe  present  time  when  stock  is  selling  less  than  the  cost  of  produc- 
tion. We  have  our  cost  sheet  and  average  price,  and,  in  a  general 
war,  we  iro  over  the  situation 

Senator  Kenyon.  How  long  do  you  expect  to  keep  on  selling 
lumber  for  less  than  the  cost  of  production? 

Mr.  Hines.  My  judgment  is  until  the  natural  conditions — until 
the  demand  will  besrin  to  take  some  of  our  production.  Personally 
at  the  present  time  1  dcm't  think  it  is  taking  50  per  cent  of  the  pro- 
ilu(  tion. 

Senator  Kknyon.  Well,  you  will  try  and  get  what  it  costs  to  pro- 
duce it  when  conditions  get  better? 

Mr.  HiNEs.  Well,  we  would  be  very  foolish  if  we  did  not.  I  know 
I  will  try. 

Senator  Kenyon.  Is  this  sort  of  a  philanthropic  matter  now? 

Mr.  Hines.  Xo;  it  is  a  condition  bev(md  our  control,  an  actual 
^tojij)age  of  business.  Firms  need  money  and  have  to  go  out  apd 
iUirtion  the  stock  off. 

Senator  Kenyon.  Auction  it  off? 

Mr.  Hines.  To  those  who  will  buy  it. 

Senator  Kenyon.  Is  there  any  of  that  going  on? 

Mr.  Hines.  Yes. 

Senator  Kenyon.  Where  ? 

Mr.  Hines.  Right  in  this  town.  There  are  probably  50  salesmen 
trying  to  sell  lumber. 

Senator  Kenyon.  Auctioning  it  off  ? 

Mr.  Hines.  They  are  going  around  sayinc:,  ''What  will  you  give 
niP  for  this  or  that?'-  The  man  who  has  the  money  is  picking  up 
Minic  hmiber  at  attractive  prices. 

Senator  Kenyon.  What  does  he  do,  store  the  lumber? 

Mr.  Hines.  Puts  it  in  his  yard,  stores  it. 

Senator  Kenyon.  Are  there  any  associations  in  Chicago  of  lum- 
1  ►ermen  ? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  How  many? 

Mr.  Hines.  There  is  what  they  call  the  yard  dealers,  and  then 
there  is  what  they  call  the  Wholesalers'  Hardware  Association.  I 
think  there  are  about  five  in  the  city. 

Senator  Kenyon.  Do  they  meet  regularly  ? 

Mr.  Hines.  Well,  I  only  beloong  to  wliat  tliey  call  the  Chicago 
Yard  Dealers'  Association,  and  we  meet  on  tlie  call  of  tht  secretary; 
u<r>8iblv  everv  6()  davs  and  sometimes  90  da  vs. 

Senator  Kenyon.  That  comprises  all  tlie  yard  men  of  Chicago? 

Mr.  Hines.  It  does  not  comprise  all,  but  the  large  ones. 

Senator  Kenyon.  All  the  large  ones? 

Mr.  Hines.  No;  I  would  say  it  compri.ses  prol)ably  S.'i  or  90  per 
rent  of  them. 

Senator  Kenyon.  Flighty-five  or  ninety  per  cent  of  tliem  ? 

.Mr.  Hines.  Of  the  representative  j'ard  dealers. 

Senator  Kenyon.  If  a  man  wants  to  buv  anv  lumber  in  Chim^ro 
i:in  he  get  any  different  prices  from  the  different  lumber  vanish 

Mr.  IIini:h.  Well,  there  are  ju^t  about  so  many  different  prices  as 
there  are  yards  i^n  Chicago. 
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Senator  Kenton.  There  are? 

Mr.  HiNES.  Absolutely. 

Senator  Kenton.  If  he  asks  for  bids  from  the  different  yard^ 
there  are.different  sums  bid,  are  there? 

Mr.  HiNEs.  Absolutely. 

Senator  Kenton.  Do  you  know  of  lumber  associations  in  other 
cities  in  the  United  States?  ' 

Mr.  HiNEs.  Well,  1  know  in  most  of  the  cities  there  are  association^ 

Senator  Kenton.  I  have  heard  the  complaint,  Mr.  Hines — it  may 
be  very  unjust — that  in  many  of  the  cities,  and  I  know  one  where  it 
is  true,  at  least,  you  submit  what  you  want  in  the  way  of  lumber,  arni 
there  isn't  a  cent's  difference  from  any  of  the  lumber  yariLs.  Ho^ 
do  vou  account  for  that  condition  ? 

Mr.  HiNES.  Of  course  such  conditions  may  be  exceptional,  hut 
I  happen  to  know  in  most  of  the  larger  cities  of  the  United  States  no 
such  condition  exists. 

Senator  Kenton.  No  such  condition  exists? 
.  Mr.  II1NE8.  Absolutely. 

Senator  Kenton.  Have  you  made  an  investigation  in  the  smaller 
cities '( 

Mr.  Hines.  No.    In  Chicago  particularly,  I  am  pretty  safe  in  sa} 
ing,  and  I  think  the  larger  contractors  and  consumers  will  bear  mt- 
out,  that  bids  received  in  Chicago  will  vary  almost  as  much  as  th;' 
different  yards  in  the  city  of  Chicago. 

Senator  Kenton.  You  say  there  have  been  during  the  war  period, 
and  while  lumber  was  going  on  to  its  peak  last  April,  as  I  understocKl 
you, .an  ample  supply  of  lumber? 

Mr.  HiNEs.  Yes,  sir. 

Senator  Kenton.  And  that  there  was  a  combination  of  causes  Cluu 
advanced  the  lumber  prices  ? 

Mr.  HiNEs.  Yes,  sir. 

Senator  Kenton.  Was  it  a  combination  of  causes  or  a  combina- 
tion of  lumbermen  ? 

Mr.  HiNEs.  On  the  contrary,  it  was  just  as  I  stated,  a  combination 
of  causes.  There  has  been  no  combination,  as  far  as  lumber  manu- 
facturers or  yards  were  concerned,  to  advance  prices  to  the  exorbi- 
tant prices  lumber  got  to. 

Senator  Kenton.  Or  to  hold  prices  stable? 

Mr.  HiNES.  Or  to  hold  prices  stable ;  no  sir. 

Senator  Kenton.  Do  these  associations  try  to  hold  prices  stable  i 

Mr.  Hines.  No,  sir. 

Senator  Kenton.  Just  what  is  the  purpose  of  these  associations^ 

Mr.  Hines.  Well,  there  are  various  reasons.    One  is  to  keep  in 
touch  with  the  questions  affecting  the  industry  nationally:  also  t* 
keep  in  touch  with  conditions  as  far  as  labor  is  concerned  and  as  far 
as  the  costs  are  concerned,  and  a  variety  of  reasons  of  that  kind. 

Senator  Kenton.  You  spoke  in  answer  to  Senator  Calder  some- 
thing of  the  coal  situation  ? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenton.  How  does  that  affect  your  lumber  situation  ? 

Mr.  Hines.  For  instance,  in  our  Minnesota  and  Wisconsin  opera- 
tions we  have  railroads  in  connection  with  our  getting  out  our  timl^er 
from  the  forests  to  the  sawmills,  and  in  all  our  locomotives  we  burn 
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coal ;  and  all  our  hoists  to  hoist  the  logs  on  the  cars,  which  are  steam 
cars,  we  burn  coal,  and  we  burn  considerable  coal. 

Senator  Kenyox.  You  say  there  has  been  about  100  per  cent  ad- 
vance in  the  price  of  coal  ? 

Mr.  Hikes.  Yes,  sir;  from  $5.85  to  a  little  over  100  per  cent. 

Senator  Kexyon.  Since  when  ? 

Mr.  HiNEs.  Since  a  vear  ago  this  same  month. 

Senator  Kexyox.  ifow  do  you  account  for  the  price  of  coal?  Are 
tliey  selling  coal  for  less  than  cost  of  producing? 

Sir.  HiNEs.  I  could  not  give  an  intelligent  opinion  on  just  what 
brings  about  the  advance,  but  the  advance  is  there. 

Senator  Kexyox.  Haven't  you  gone  into  it  a  little,  inasmuch  as 
it  affects  business  so  much? 

Mr.  HiNES.  No;  w^e  have  not  as  an  association  or  even  individu- 
ally. We  have  tried  to  get  coal  bids,  to  try  and  get  the  lowest  price 
for  <oal. 

Senator  Kexyox.  What  are  you  paying  for  coal  ? 

Mr.  Hikes.  $12  a  ton  at  Dnluth. 

Senator  Kexyox.  Where  is  that  coal  from  ? 

Mr.  HiNEs.  The  majority  of  that  coal  would  come  through  Cleve- 
land or  Buffalo,  by  boat  from  there  to  Duluth. 

Senator  Kexyox.  Is  it  West  Virginia  coal  ? 

Mr.  HiXEs.  Some  West  Virginia  coal  and  some  Ohio  and,  I  think, 
Pennsylvania. 

TheCHAiRMAX.  $12  at  Duluth? 

Mr.  HiNEs.  Yes,  sir. 

The  Chairmax.  What  was  the  price  a  year  ago? 

Mr.  HixEs.  $5.35  a  year  ago. 

The  Chairman.  What  was  the  price  in  1916? 

Mr.  HiXES.  I  could  not  say  positively.    Less  than  that. 

The  CiLAiRMAN.  Was  it  as  cneap  as  $3  ? 

Mr.  HixES.  I  would  not  say;  atx)ut  $3.  It  seems  to  me  it  was  less 
than  $4  a  ton. 

Senator  Kexyox.  Did  you  ever  buy  at  the  mine  and  ship  it  your- 
selves? 

Mr.  Hixes.  No;  for  the  reason  that  while  we  have  our  own  boats, 
we  transport  coal  from  Cleveland  and  Buffalo,  l)eing  the  head  of  the 
lake ;  then  take  it  down ;  but  we  have  no  storage  places  at  the  head 
of  the  lake  for  it. 

Senator  Kexyox.  This  coal  you  speak  of  at  $12  a  ton  is  water 
transportation? 

Mr.  Hixes.  Water  transportation.  That  is  the  cheapest  way  to 
transport  coal  from  Cleveland,  Buffalo,  and  Duluth. 

Senator  Kexyox.  What  is  the  Lake  port  price  on  that  coal  now  ? 

Mr.  Hixes.  The  Lake  port? 

Senator  Kexyox.  Yes. 

Mr.  Hixes.  I  could  not  state  that,  because  we  just  get  so  much 
for  transi)orting  it  from  various  points  to  Duluth.  We  buy  our 
4<>al  on  the  cars  at  Duluth,  and  on  our  cars  at  Ashland  for  our  Wis- 
consin operations. 

Senator  Kexyox.  You  spoke  of  this  cost-plus  system  as  entering 
into  the  consideration. 

Mr.  HiNEfl.  Yes,  sir. 
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Senator  Kenton.  How  did  you  figure  that  out,  Mr.  Hines? 

Mr.  Hines.  Well,  here  is  the  way  I  figure  that  out:  It  was  a 
system  largely  inaugurated  during  the  war  period.  It  would  have 
an  influence — we  are  all  more  or  less  human — ^where  a  cost-plus 
proposition  was  made,  the  labor  naturally  would  know  that  they 
would  not  be  scrutinized  as  closely  on  a  cost-plus  proposition  as  on  a 
competitive  basis.  In  many  cases,  as  illustrated  during  the  war,  the 
man  would  quit  on  a  Friday,  work  on  a  Saturday  because  they  got 
time  and  a  half  for  the  Saturday  afternoon ;  they  would  work  on  a 
Sunday  when  they  would  not  work  on  Monday;  they  got  double 
time  on  Sunday.  That  thing  has  gotten  into  our  various  corpora- 
tions ;  it  has  gotten  into  our  building  interests  in  Chicago. 

The  Chairman.  Are  contracts  made  that  way  now  ? 

Mr.  Hines.  There  have  been  some  recently;  yes.  You  take  in 
many  of  the  trades  the  cost-plus  sj^stem  has  influenced  the  men  to 
decrease  their  efficiency. 

Senator  Ken  yon.  1  have  been  trying  to  find  out  for  some  time 
who  invented  this  cost-plus  system.    Do  you  know? 

Mr.  Hines.  Why,  it  was  an  invention  of  those  in  power  during 
the  war  at  Washington. 

Senator  Kenyon.  Of  course,  you  exclude  Congress  from  that,  be- 
cause Congress  was  not  in  power. 

Mr.  Hines.  Absolutely.  You  have  enouijh  sins  to  cam'.  I  would 
not  put  that  on  your  shoulders. 

Senator  Kenyon.  Well,  it  has  hud  a  pretty  disastrous  effect  on 
thinirs. 

Mr.  Hines.  It  has  gone  all  through  every  conmiercial  enterpni* 
almost. 

The  Chairman.  It  broke  down  the  morale  of  both  business  and 
labor. 

Mr.  Hines.  And  it  oifered  no  opportunity  for  labor  to  produce 
greater  efficiency  whatever — no  premium  on  a  full  day's  work. 

The  Chairman.  In  fact,  there  was  a  premium  on  just  slacking  on 
the  job. 

Mr.  Hines.  Absolutely. 

Senator  Kenyon.  The  devil  ought  to  be  pleased  with  it;  it  made 
more  scoundrels  than  any  other  thing  that  ever  was  invented. 

Mr.  Hines.  Yes;  I  think  you  are  riofht  about  that. 

The  Chairman.  Thank  you,  Mr.  Hines. 

Mr.  Hines.  Thank  you,  gentlemen. 

The  Chairman.  Now,  Mr.  Pelouze. 

STATEMENT  OF  MB.  WILLIAM  NELSON  FELOTJZE,  FBESIDEHT, 
ILLINOIS  MANTJFACTTJBEES'  ASSOCIATION. 

The  Chairman.  Col.  Pelouze,  you  are  president  of  the  Illinois 
Manufacturers'  Association,  are  you? 

Mr.  Pelouze.  Yes,  sir,  Mr.  Chairman ;  I  am  privileged  to  be  here 
to-day  as  the  president  of  the  Illinois  Manufacturers'  Association. 

The  Chairman.  Will  you  tell  the  committee  just  what  the  ©ioni- 
zation is  composed  of  and  just  what  its  functions  are? 

Mr.  Pelouze.  The  Illinois  Manufacturers'  Association  comprises 
in  its  membership  the  leading  manufacturers  of  Chicago  an<l 
throughout  the  State  of  Illinois.    Its  membership  is  approximately 
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2,500.  It  is  iinfortiinute,  Mr.  Chairman,  that  the  State  of  Illinois 
(liseourages  amon^  its  industries  allowing  its  industries  to  provide 
homes  for  its  employees;  it  is  unfortunate  at  this  time.  There  is  a 
hnv  that  has  been  enacted  by  the  legislature  that  proliibits  an  indus- 
trial corporation  from  dealing  in  or  owning  real  estate  that  is  not 
i^nuisite  to  the  conduct  of  its  business. 

You  will  recall  a  number  of  years  ago  the  Pullman  Co.  built  the 
model  town  of  Pullman,  and  because  of  that  law  it  was  required  to 
sell  all  its  homes,  the  hotel  there,  theater  buildings,  and,  in  fact,  all 
buildings  that  were  not  necessary  to  the  production  of  its  particular 
pix>duct. 

1  believe  thev  were  allowed  to  house  their  horses,  but  were  not 
allowed  to  house  the  drivers  of  those  horses. 

The  statement  that  I  have  to  make  is  very  brief,  and  at  its  conclu- 
sion  I  would  like  to  introduce  a  member  of  our  a>sociation  who  has 
made  a  great  study  of  this  housing  problem  and  who  will  be  able  to 
present  to  you  important  data  and  other  useful  information. 
( Reading :] 

It  is  encounijrinj;  to  note  the  interest  displayed  in  the  housing  problem  in 
i adust riul  centers  and  the  sentiment  which  is  i»eing  created  for  more  houses. 
There  has  been  a  goo<l  deal  stiid  on  the  subject  which  is  l)eing  translated  into 
action. 

The  lUinois  Manufacturers*  Association  has  been  doing  its  part.  One  of 
our  directors  is  president  <»f  the  Chicago  Housing  Ass<K'iation,  and  among  its 
lUnt'tors  are  includ^Mi  a  number  of  prnmiiient  manufacturers  members  of  our 
iisswiation.  This  housing  association  has  built  175  houses  in  Chicago.  Those 
house's  are  attractive,  sanitary  dweUings  of  brick,  tile,  and  stucco,  and  are  noKv 
•  Ht»uph»d  by  contente<l  families,  who  are  paying  for  tliem  on  reasonable  terms. 
The  money  for  financing  this  building  projei't  will  be  secure<l  by  tlie  sale  of 
bonds  l>earing  6  per  cent  interest.  The  householders  have  20  years  to  pay  for 
Chcm,  and  are  protected  against  losing  their  investment  by  life,  health,  acci- 
ilent«  and  Are  insurance. 

It  seems  to  me  that  this  project  has  pointed  the  way  for  solving  the  housing 
problem  In  at  least  one  industrial  <'enter.  When  money  can  be  obtained  for 
iiuihling  houses  at  a  reasonal)le  rate  of  Interest  and  the  householders  are  sure 
that  they  will  be  able  to  pay  for  their  dwellings  the  difficulty  has  largely  been 
overcome. 

Tlie  housing  problem  is  a  forceful  example  of  nature's  law  of  supply  and  de- 
mand. To- day  there  Is  an  abundance  of  deman<l  and  no  sui)ply.  As  soon  as  the 
«*o.<it  f»f  nmterlals  and  the  scale  of  wages  in  the  building  trades  have  lH»come 
normal  again  there  will  ultimately  follow  ample  supply  and  u  diminishing 
demand. 

The  major  factors  have  Iimlte<l  the  supply  of  houses — the  abnormally  high 
wages  in  the  building  ti*ades  and  the  heavy  cost  of  all  materials  entering  into 
buihling  construction. 

If  we  consider  the  number  of  strikes  In  the  building  tra4les  and  the  comimra- 
tlvely  short  time  building  workmen  liave  been  employed  during  the  past  year, 
the  conclusion  must  l>e  reach*Hl  that  it  would  have  bci'n  far  nuu'e  ju'ofltable  to 
I  he  workers  themselv«*s  had  they  accepted  a  considerably  lower  scale  of  wages 
and  l>een  <*ontInu<»usly  emi)loye<1  than  to  liave  exacte<l  a  high  rate  of  pay  and 
only  wi»rk  a  small  part  of  the  time. 

There  is  n  psychological  rea.son  for  the  failure  to  build  now.  People  lu'sltate 
to  build  even  thcatgh  tlay  have  money  In  the  bank  avalhible  for  building  pur- 
fHist's  for  n]U<'h  the  same  reason  as  they  hesitate  to  buy  new  clotln^s  or  new 
Khoex.  They  have  a  ft-ellng  that  prices  are  coming  down,  and  if  they  wait  unlll 
next  year  they  can  build  for  much  less.  This  attitude  of  niind  is  ImiHMling  the 
tiulldfng  pn>gram  and  should  not  be  encouragtMl.  It  is  causing  high  rent.s,  dis« 
iiuiiftirt.  unrest,  and  Interfering  with  Industrial  an«l  bu*<ine.ss  progress. 

In  a  dwelling  of  UHNlerale  price  the  Inbor  «'ost  that  eiitt*rs  into  all  material, 
tnin«iit>rtatlon.  and  the  cjuistructlon  of  the  hous**  Itself  represents  apiiroxi- 
i.iiitely  Tr»  |)er  <'ent  «if  the  total  cost. 

The  t'hicngo  builcling  trades  have  a^'HH'd  re<*ently  not  to  ask  for  an  Incrwise 
of  wages  for  n  3-ear,  but  their  pn"<ent  scale  of  wages  Is  such  that  pt»ople  hesitate* 
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to  undertake  the  erection  of  homes.  The  news  that  the  building  trader  have 
agreed  to  the  arbitration  of  jurisdictional  disputes  is  an  encouraging  sign  that 
the  leaders  are  disposed  to  be  reasonable. 

If,  as  stated,  the  ultimate  cost  of  labor  in  a  moderate  type  of  home  represenu 
75  per  cent  of  the  total  cost  and  the  present  scale  of  wages  in  the  building  trades 
of  Chicago  is  to  be  maintained  for  a  year,  I  can  not  see  how  any  reduction  In 
the  cost  of  building  materials  alone  will  permit  of  any  marked  decrease  in  the 
final  cost  of  the  home. 

The  Chicago  Trll)une  recently  contained  an  article  Indicating  that  increas**d 
efficiency  of  workers  In  the  building  trades  has  made  it  possible  for  contractor* 
to  reduce  the  price  of  certain  apartment  and  factory  structures.  This  Is  gnitl- 
fylng,  for  If  bricklayers  will  lay  more  brick  and  If  carpenters  will  saw  more 
boards  and  use  their  hanuuei-s,  chisels,  and  planes  a  little  faster  there  will  be 
encouragement  to  people  who  contemplate  building  homes,  but  have  hesitated 
on  acccmnt  of  the  cost  of  labor. 

The  editor  of  the  American  Building  Association  News  has  stated  that  to 
meet  the  demands  at  least  2,140.000  homes  must  be  constructed  on  or  before 
1926,  and  even  that  number  w<mld  not  equal  a  return  to  prewar  conditions. 
To  meet  this  shortage,  to  ke^op  pace  with  the  Increasing  population^  there 
must  be  a  greater  measure  of  cooperation  between  all  interests — exactly  the 
thing,  as  I  understand  it,  your  honorable  body  is  endeavoring  to  accomplish. 
The  bankers  and  other  financial  Interests,  railroads,  material  manufacturers, 
real  estate  men,  labor,  laniUonls,  Federal,  State,  and  nmuiclpal  authorises, 
must  all  coordinate  In  their  efforts. 

The  building  shortage  is  an  econcanic  condition,  inherited,  like  a  jrreat  iumdv 
other  abnormal  conditions,  from  the  war.  It  Is  a  condition  that  legislatttai  can 
not  altogether  remedy — in  fact,  ill-advised  legislation,  such  as  price  fixiti;: 
and  <»ther  artificial  expedients,  tend  only  to  aggravate  the  situation.  A  great 
nmny  people  blame  the  landlords,  but  landlords,  especially  those  who  have 
erected  buildings  within  the  last  year  or  two,  necessarily  have  to  ask  rents 
greatly  In  excess  of  the  prewar  period.  I^andlords  now  have  to  buy  coal  mined 
upder  expensive  conditions  and  transported  under  difficulties.  Janitor  ser\icf. 
painting  and  decorating,  repairs  of  every  sort,  are  extremely  high,  and  taxi*^ 
have  greatly  Increased.  If  you  try  to  punish  the  landlords  or  limit  them  by  law 
as  to  the  returns  on  their  Investment,  as  is  proposed,  the  building  problem  will 
be  given  a  setback  that  will  materially  disturb  the  situation. 

Many  reme<lies  will  be  proposed  at  this  hearing  by  persons  who  have  given 
the  matter  careful  thought.  There  is  a  disposition  in  some  circles  to  blame  the 
bankers  because  money  is  not  forthcoming  for  building  purposes,  but  bankers 
are  not  able  to  loan  money  unless  they  can  sell  real  estate  bonds,  and  the  mar- 
ket for  these  securities  is  at  low  tide.  Six  per  cent  real  estate  bonds  and 
even  those  which  sell  on  a  7  per  cent  basis  can  not  readily  be  marketed  when 
Federal  and  nmnlclpal  securities  are  quoted  at  such  attractive  prices.  The 
men  who  have  large  capital  to  invest  in  real  estate  securities  on  a  6  per  cent 
bnsis  in  normal  times  can  not  see  their  way  to  do  so,  because  of  the  heavy  sur- 
tax on  large  incomes. 

The  excess-profits  tax.  which  we  trust  may  soon  be  done  away  with,  increases 
the  cost  of  l)ulldlng.  because  taxes  are  necessarily  added  as  an  overhead  charge. 

It  is  hoped  by  the  Illinois  Manufacturers'  Association  that  the  InveatlgationH 
and  deliberations  of  your  comndttee  will  result  In  developing  a  plan  by  which 
housing  conditions  may  be  Improved. 

The  (^iiAiirMAN.  Col.  Pelouze,  what  is  your  business? 
Mr.  Pelouze.  I  manufacture  scales  of  different  kinds. 
The  Chairman.  Here  in  the  city  of  Chicago? 
Mr.  Pelc^uze.  In  the  city  of  Chicago;  yes,  sir. 
The  Chairman.  What  rate  of  pav  does  your  men  receive  as  com- 
pared to  1916? 

Mr.  Pelouze.  As  compared  to  what,  sir? 

The  Chairman.  1916. 

Mr.  Pelouze.  Well,  from  100  to  150  per  cent  advance. 

The  Chairman.  Is  your  labor  as  efficient  as  it  was  in  1916? 

Mr.  Pelouze.  Not  nearly  as  much,  sir. 

The  Chairman.  Men  do  not  do  as  big  a  day's  work  as  they  did  J 
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Mr.  Pelouze.  No.  They  are  commencing  to  now.  They  are  very 
much  better  in  the  hist  six  weeks — four  weeks. 

The  Chairman.  Do  you  feel  this  shickening  of  business  in  the 
last  month  or  two  ? 

Mr.  Pklouze.  Oh,  yes.  Not  only  have  the  canceling  of  orders 
been  going  on,  but  all  of  our  best  customers  are  expecting  a  decline 
and  holding  back.  That  can  only  be  brought  about,  of  coui'se,  by 
the  mills  reducing  the  cost  of  their  homes.  In  our  particular  line 
there  has  been  no  reduction  in  steel  or  in  castings  which  enter  into 
the  manufacture  of  our  goods.  The  great  cost  now,  in  addition  to 
the  materials,  of  course,  is  labor.  Labor  is,  perhaps,  80  per  cent  of 
the  cost  of  our  manufactured  product. 

The  Chairman.  Is  there  any  disposition  on  the  part  of  labor  to 
take  a  lower  wage? 

Mr.  Pelouze.  There  isn't.  They  begin  to  realize  that  they  will 
have  to,  but  thej'  are  resisting  in  everj^  possible  way. 

The  Chairman.  Is  your  shop  unionized? 

Mr.  Pelouze.  Only  a  part.  My  factory  is  an  open  shop.  I  have 
some  union  men  there,  but  I  do  not  ask  the  question. 

The  Chairman.  If  a  man  comes  along,  if  you  want  him  you  employ 
him? 

Mr.  Pelouze.  Exactly. 

The  Chairman.  Ancf  do  not  ask  whether  he  belongs  to  a  union 
or  not? 

Mr.  Pelouze.  No,  sir. 

The  Chairman.  You  do  not  make  tliat  a  bar  to  employment? 

Mr.  Pelouze.  None  whatever. 

The  Chairman.  Did  I  understand  you  to  say  this  building  proj- 
ect referred  to  in  ^'our  statement  was  in  the  city  of  Chicago? 

Mr.  Pelcjuze,  'ies.  sir.  There  is  a  Chicago  housing  association 
tliat  has  in  the  last  two  years  built  137  houses.  Now,  the  gentleman 
who  is  a  member  of  our  association  and  whom  I  referred  to  is  the 
one  who  knows  all  about  that  He  is  here,  and,  as  I  say,  he  can 
give  you  very  important  information. 

The  Chairman.  Colonel,  do  I  understand  that  the  Illinois  st;it- 
ut^s  forbid  a  manufacturer  from  building  houses  for  his  emph)yees 
to  live  in? 

Mr.  Peix^fze.  The  statute,  as  I  was  told  this  morning,  prohibits 
an  industrial  corporation  from  dealing  in  real  estate  where  that 
real  estate  is  not  essential  to  the  proper  conduct  of  its  business. 

The  Chairman.  Would  that  debar  a  manufacturer  in  this  State, 
for  instance,  from  building  separate  houses  and  renting  them  ( 

Mr.  Peijoize.  Yes,  sir;  it  would.  That  would  be  in  tlie  n»al  estate 
business. 

The  Chairman.  Or  from  building  houses  and  otTering  them  for 
sale^ 

Mr.  Peuji'ze.  I  don't  think  they  could  do  that  umler  the  law. 

The  Chairman.  It  is  a  strange  law? 

Mr.  Peuh'ze,  It  is  strange. 

Senator  Keny(»n.  Just  a  question  or  two.  Colonel,  your  sugges- 
tion alK)ut  tlie  ex  cess- profits  tax.     What  would  yon  put  in  its  placed 

Mr.  PKiiinzK.  Well,  I  think  that  we  will  have  to  imrease  the  tariff 
a  litttle. 

Senator  Kenyon.  Increase  the  tariff? 
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Mr.  Pelouze.  Yes ;  to  protect  the  manufacturer. 

Senator  Ken  yon.  To  protect  the  manufacturer  at  the  same  time? 

Mr.  Pelouze.  Yes,  sir. 

Senator  Kenyon.  Now,  you  spoke  of  the  wages.  Labor  comprise? 
75  to  80  per  cent,  and  that  labor  must  take  a  less  wage.  Must  there 
not  be  less  profits  too,  as  well  as  less  wages?  Haven't  profits  teen 
abnormally  high? 

Mr.  Pelouze.  You  mean  manufacturers'  profits? 

Senator  Kenyon.  Yes. 

Mr.  Pelouze.  No,  sir. 

Senator  Kenyon.  Well,  outside  of  the  lumber  business? 

Mr.  Pelouze.  I,  of  course,  can  only  speak  for  myself.  Our  prices 
have  been  advanced,  but  not  in  proportion  to  the  cost  of  material 
or  labor,  because  the  product  we  manufacture  would  not  stand  it. 

Senator  Kenyon.  Take  window  glass,  for  instance.  That  has  gone 
up  some  300  per  cent. 

Mr.  Pelouze.  That,  I  know  nothing  about.  I  know  the  price  is 
very  high. 

Senator  Kenyon.  When  you  talk  about  reducing  labor,  if  profits 
are  too  high,  thev  must  be  reduced  too. 

Mr.  Pelouze.  Yes;  but.  Senator,  you  forget  that  in  the  casi*  of 
labor,  the  cost  of  labor  is  probably  about  80  per  cent.  When  you 
talk  about  the  cost  of  materials  vou  must  take  into  consideration  the 
cost  of  the  labor  in  those  materials. 

Senator  Kenyon.  You  think  75  or  80  per  cent  of  all  those  costs  is 
labor? 

Mr.  PEiiOUZE.'I  think  75  per  cent  is  conservative.  Mr.  Hine? 
stated  on  the  stand  that  he  thought  two-thirds  represented  lumber, 
or  mavbe  three- fourths. 

Senator  Kenyon.  With  the  cutting  down  in  the  cost  of  L*)bor. 
there  must  be  a  cutting  down  of  the  price  of  what  labor  has  io  buy. 

Mr.  Pelouze.  Yes.  It  would  be  a  great  hardship  if  labor  were 
cut  and  the  things  they  liave  to  buy  were  not  cut,  we  think,  but  it 
is  inevitable,  it  is  coming. 

Gentlemen,  I  would  like  to  present  Mr.  B.  J.  Rosenthal,  a  meml/er 
of  the  Illinois  Manufacturers   Association. 

STATEMENT  OF  MB.  BENJAMIN  J.  BOSENTHAL,  MANAGING 
DIBECTOB,  CHICAGO  HOTTSING  ASSOCIATION. 

The  Chairman.  Mr.  Rosenthal,  just  what  is  your  position? 

Mr.  Rosenthal.  I  am  the  managing  director  of  the  Chicago  Houj^- 
ing  Association. 

The  Chairman.  That  organization  is  engaged  in  the  business  of 
building  homes? 

Mr.  Rosenthal.  The  organization  was  formed  just  a  year  ago.  It 
is  a  corj)oration  legally  organized  with  nine  stockholders;  $600jX'<^ 
was  the  capital  that  was  subscribed.  Mr.  Armour  subscril>eil 
$100,000,  Mr.  Julius  Rosenwald  $100,000,  Mr.  L.  F.  Swift  $1()0,()()0. 
I  subscribed  $100,000.  Mr.  Wilson  $50,000,  Mr.  Wrigley  $5(),fHH). 
Mr.  Edward  Morris  $50,000,  Mr.  F.  W.  Upham  $25,000,  and  Mr. 
A.  D.  Lasker  $25,000. 

The  understanding  was  that  that  $600,000  should  be  used  as  a  n^- 
volving  fund  with  which  to  buy  our  lumber  at  wholesale*    We  wouU 
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standardize  our  liomes.  We  would  buy  the  land  and  subdivide,  and 
with  that  would  sell  those  homes  at  cost  to  the  smaller  wage  earners, 
and^that  no  stockholders  should  receive  more  than  6  per  cent  inter- 
est on  his  investment — nothing  aside  from  that.  We  built  these 
luimes,  starting  just  a^ear  ago.  We  completed  them  recently,  about 
175  of  these  homes.    \  ou  have  the  pictures. 

Before  I  go  further,  with  your  permission,  I  think  I  might  tell  you 
something  that  led  up  to  the  founding  of  this  whole  organization, 
l)Ocause  you  are  not  familiar,  perhaps,  with  the  housing  conditions 
in  (liicago,  except  what  you  read  in  the  papers. 

I  may  say  to  you  that  for  the  past  five  years,  outside  of  looking 
after  my  business  interests,  I  have  done  nothing  but  devote  all  of 
my  time  to  a  survey  of  housing  in  the  city  of  Chicago.  A  survey 
<loes  not  mean  just  talking  to  people,  but  means  actually  entering  the 
homes.  I  visited,  in  my  own  person,  perhaps  a  dozen  homes  in  the 
«'ity  of  Chicago.  I  have  covered  every  point  in  the  citv  of  Chicago 
on  all  our  sides;  have  talked  to  people  in  their  homes;  t  have  talked 
to  the  families,  gone  over  their  budgets,  etc.,  to  see  just  what  they 
can  pay,  and  we  have  investigated  their  actual  conditions. 

AA  e  make  this  statement  for  your  committee  to  take  home  to  Wash- 
ington if  you  wish :  That  the  minimum  shortage  of  homes  to  prop- 
erly house  the  people  in  our  city  is  50,000. 

.*^enator  Kenton.  Fifty  thousand  homes? 

Mr.  Rosenthal.  Fifty  thousand  additional  homes  until  we  prop- 
erly liouse  the  people  of  Chicago. 

I  make  the  further  statement  that  there  are  not  less  than  5(K),()00 
p»'ople  in  the  city  of  Chicago  who  are  improperly  and  insufficiently 
and  viciouslv  housed. 

Senator  Ivenyon.  That  is  outside  of  the 

Mr.  Rosenthal.  In  the  city  of  Chicago;  in  the  limits  of  the  city 
f»f  Chicago.  I  make  the  statement  that  there  are  thousands  of 
families  who  have  doubled  up  in  the  citv  of  Chicago,  where  common 
<lecency  would  demand  that  they  should  live  at  home;  that  they  live 
In  basements;  that  they  live  in  cellars;  that  they  live  in  attics;  that 
tiiey  sleep  four  in  a  bed  very  frequentlv;  it  is  not  infrequent  at  all. 
Three  in  a  bed  is  almost  the  average.  P^ntire  families  in  ('hicago  are 
-N»eping,  eating,  dressing,  and  living  in  a  single  room,  with  children; 
\uty^  an<l  girls  who  have  arrived  at  the  age  of  adolescence  are  sleep- 
i'iir  to-day  in  beds — sleei)ing  together;  that  parents  are  sleeping  m 
ImmIs  with  two  children  in  manv  cases;  that  there  are  manv  lamilies 
*«tiU  using  outside  privies;  that  there  are  beds  in  almost  every  con- 
<'i'i\able  place,  lx»ds  in  closets,  beds  in  hallways;  that  there  are  thou- 
-an4ls  of  families  using  these  outside  privies,  as  many  as  20  people 
u-iii^  thche  conveniences;  that  there  are  toilets  in  halls  where  the 
p<'c>f>le  have  to  take  candles  to  find  their  way  even  to  enter  into  these 
jdaces;  and  that  the  housing  conditions  in  the  city  of  Chicago  have 
reached  a  point  where  people  who  wish  to  marry  can  not  even  marry 
l»ecause  they  can  not  find  homes  to  live  in,  and  that  economically  the 
n*nts  have  advanced  in  many  cases,  so  that  many  children  have  been 
taken  out  of  school  in  order  to  help  the  family. 

I  want  to  say  to  you  this  is  a  survey  that  has  covered  a  period 
<if  |irt)bably  five  years;  I  started  this  house  investigation  work  five 
v*»ar«  ago,  wrote  a  l)ook.  a  copy  of  which  I  will  leave  with  you.    It 
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was  interrupted  during  tlie  war,  and  there  is  a  cliapter  there  devote*! 
to  housing  that  may  be  of  some  slight  interest  to  j^ou. 

Senator  Kenyon.  You  do  not  apree  with  the  building  commis- 
sioner, do  you,  that  that  is  not  a  serious  problem  in  Chicago? 

Mr.  Rosenthal.  I  have  told  you  the  tacts  as  I  believe  them,  as  I 
have  found  them  from  a  survey  that  I  have  personally  made  in  the 
homes. 

I  make  the  statement  to  you  that  we  have  a  condition  in  Chicago 
with  17  people,  average,  in  a  single  house — a  single  house  with  IT 
people. 

The  Chairman.  That  is,  a  house  built  for  one  family? 

Mr.  Rosenthal.  Originally  for  one  family.  They  take  a  two- 
story  house  built  for  one  family ;  they  erect  partitionsbetween  them, 
and  have  a  back  entrance,  a  front  entrance,  and  side  entrance  aivl 
basement,  and  then  they  crowd  the  families  all  together.  That  i? 
the  exact  situation  in  any  number  of  cases  in  the  city  of  Chicago. 

If  you  will  go  into  our  courts,  our  juvenile  courts,  for  instance, 
where  20,000  children  were  brought  for  trial  under  20-yeai's  of 
age — charged — under  17  years  of  age,  charged  with  dolinquency  or 
dependency,  and  other  crimes — we  have  sat  opposite  the  jiidge  in 
that  court  room  time  and  time  again,  and  the  evidence  shows*  con- 
clusively that  many  of  those  children  were  the  victims  of  vii•iou^ 
housing,  bad  home  environment,  and  have  been  taken  advantage  nf 
because  they  had  to  sleep  in  rooms  where  the  conditions  were  con- 
ducive to  crime. 

I  make  the  statement  that  a  great  deal  of  your  crime  that  exift- 
in  the  city  of  Chicago  is  due  to  vicious  housing.  The  records  shuw 
that  most  of  the  crimes  are  committed  by  ^[oung  people  under  -'«» 
years  of  age.  I  can  show  you  conclusive  evidence  here.  Here  an* 
12  men  that  were  sentenced  to  be  hanged  in  the  city  of  Chicago,  an«i 
you  will  see  9  of  them  are  under  25  years  of  age,  I  believe.  One 
is  only  18  or  19,  These  children  have  no  place  to  plav  but  out  oi* 
the  street,  because  they  have  no  beds  in  the  rooms,  We  have  gone 
into  court,  we  have  found  where  they  raided  a  so-called  gambling 
house,  which  was  nothing  but  a  pool  room,  where  thev  took  25  bn>> 
under  26  years  of  age,  arrested  them,  charged  with  being  inmatt*? 
We  know  where  these  boys  lived.  We  know  there  is  no  community 
center.  We  know  there  is  no  other  place  for  them  than  these  po(»l 
rooms,  and  they  go  into  these  pool  rooms  and  are  arrested,  cha^«^^i 
with  crime. 

I  tell  you,  the  condition  is  very  serious.  I  tell  you  that  I  belief 
that  a  great  deal  of  this  unrest  is  not  an  economic  unrest  but  a 
social  unrest.  I  tell  you,  the  labor  turnover  that  we  have  complainc«i 
of  so  much  is  not  due  so  much  to  the  inefficiency  of  the  workmari 
but  the  inefficient  way  in  which  the  workman  is  housed,  if  he  ha.s  t*» 
sleep  and  live  in  the  conditions  I  have  described. 

We  have  entered  these  homes  and  talked  to  the  families.    We  havo 
seen  the  condition  of  the  mother;  and  the  mental  state  is  not  i-on 
ducive  to  good  work  on  the  part  of  the  workmen. 

I  say  to  you  that  if  it  were  not  for  this  housing  condition  we 
would  not  have  to  build  more  jails  and  more  hospitals  and  m<»re 
institutions.  We  have  come  to  the  parting  of  the  ways,  and  we 
must  do  something  drastic.  We  tried  when  we  built  these  homes  to 
raise  the  mcmey  in  four  ways.    We  thought  we  could  get  our  liquiti 
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capital  so  that  we  could  go  on  and  build  more  homes.  We  went  to 
the  banks  first.  The  banks  said,  "  We  can  not  take  these  securities ; 
for,  in  the  first  place,  they  are  6  per  cent,  and  money  is  7  per  cent." 
Notice  that  wnile  there  is  considerable  equity  in  these  homes,  and 
we  think  there  was  considerable  equity,  because,  as  I  explained,  we 
bought  many  for  cash,  w-e  subdivided  the  land,  turned  the  profit 
into  the  purchase  of  these  homes,  and  we  think  we  built  them  eco- 
nomically, with  as  little  overhead  as  possible.  We  only  paid  1^  per 
cent  to  the  contractor.  We  have  had  considerable  building  experi- 
ence ourselves. 

Yet  the  banks  said  there  was  not  enough  eijuity  in  the  proposition: 
they  could  not  buy  those  bonds.  We  would  not  pay  any  commission 
because  we  did  not  feel  justified  in  paying  5  or  10  per  cent  commission ; 
we  allowed  only  1  per  cent  for  selling  these  bonds,  because  we  thought 
there  was  enough  altruism  in  the  people  of  Chicago  that  it  would 
result  in  the  purchase  of  these  bonds. 

The  banks  refused  to  take  them;  they  said  that  business  conditions 
were  such  that  they  had  not  the  money.  AVe  went  to  the  industries. 
We  went  from  house  to  house.  Thev  said :  '*  We  can't  buv  those 
l>onds;  we  haven't  the  money.  Conditions  are  bad  and  we  need  the 
money:  we  are  paying  10  per  cent  for  money  now.  We  can't  buy 
those  bonds.''  Then  we  went  into  the  factories  and  made  speeches 
to  the  employees,  and  said  to  the  employees:  ''For  (jod's  sake,  this 
i.s  done  for  vour  benefit:  when  you  buy  these  bonds  they  are  as  good 
as  gold.  There  is  a  life-insurance  policy  connected  with  them.''  I 
might  say  the  rate  is  lower  than  the  Government  fixed  during  the 
war.  In  the  event  of  death  these  rents  are  paid  for:  so  you  don't 
take  any  chances.  There  is  a  health  policy  in  the  event  of  sickness 
durimr  the  period  up  to  six  months,  tne  payments  are  made  by  the 
insurance  company.  There  is  a  fire-insurance  policy.  In  the  event 
of  fire  they  are  fully  protected.  We  believe  that  the  employees  should 
take  them." 

We  received  no  resi)onse.  We  asked  the  employers  to  take  them. 
Thev  said:  ''Well,  vou  have  sold  millions  of  dollars'  worth  of  Lib- 
erty  bonds;  those  Inmds  have  depreciated.  The  employees  are  afraid 
to  take  any  more.'' 

So  I  sav  to  you  now,  we  have  reached  the  parting  of  the  ways  as 
far  as  Chicago  is  concerned.  The  banks  won't  take  them,  the  work- 
ing people  wcm't  take  them.  There  is  but  one  resource  left  for  us, 
and  that  is  your  own  committee,  it  seems  to  nu*.  must  find  some  means 
wherebv  the  (lovernment  will  get  back  of  tl)is  i)n)positi()n  in  some 
way.  There  have  been  different  .proi)osit ions  advanced.  A  sugges- 
tion was  made  that  you  take  the  savintrs  deposits  upon  which  tlie 
<  iovernment  was  i)aying  2\  per  cent,  take  that  money  and  loan  thnt 
for  the  purpose  of  building  homes,  at  0  per  cent,  if  you  please,  ^^hich 
the  |><H)ple  would  l)e  glad  to  J)ay,  without  conimi>^ion.  and  keep  that 
:'»J  per  cent  which  you  make  as  a  reserve  to  take  care  of  that.  That 
is  one  suggestion.  Whetl^er  that  i^  a  good  sugtrestion  nv  not  I  don't 
know. 

Suggestions  have  been  advanced  that  the  inunicij)alities  remit  any 
tax.  that  is,  the  real-estate  tax<»s.  In  other  words,  that  a  home  built  — 
SI  moderate-priced  home,  we  will  say — under  :r^H',n<H),  f.)r  a  ri'sidence, 
or  under  $.*)(»,(><)()  for  an  apartment  i>uihling.  that  there  l)e  no  real- 
e>tate  taxes  on  such  homes  built  witliin  a  couple  of  years. 
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The  CiiAiR>[AN.  Have  it  extend  for  a  period  of  years? 

Mr.  BosENTiiAL.  A  period  of  10  years,  because  the  i>eople  cuuUl 
then  build  homes  and  because  they  have  been  told,  "If  you  build 
those  homes  they  may  depreciate  in  vitlue."  We  say,  *' Don't  W 
afraid ;  if  they  do  vou  are  going  to  be  exempt  from  taxes." 

The  Chairman.  In  Xew  Jerse}'  ihey  have  passed  a  law  exempting 
buildings  for  a  period  of  five  years,  and  in  New  York  we  have 
passed  a  law  giving  to  the  local  board  of  aldermen  the  right  to 
exempt  for  a  period  of  10  years. 

Mr.  Rosenthal.  Then  the  suggestion  you  made,  Mr.  Chairman, 
and  some  of  your  committee,  that  perhaps  the  income  tax  be  ?^) 
changed  that  investments  made  in  moderate-priced  homes  or  apart- 
ment buildings  of  moderate  price,  they  be  relieved  of  that  exces.^- 
profits  tax.  That  would  stimulate  things.  But  I  say  to.  you  now, 
and  I  am  sorry  I  have  taken  up  so  much  time,  that  the  situation  is 
very  serious  in  Chicago.  I  speak  of  other  cities  where  I  have  been, 
but  I  am  concerned  principally  about  our  own  city. 

You  talk  about  bolshevism.  I  think  I  heard  Senator  Kenyon 
make  the  statement  that  a  man  who  owns  his  own  home  would  not 
become  a  Bolsheviki.  Bolshevism  stalks  about  just  in  those  very 
homes  I  have  told  you  about.  We  should  encourage  home  owning. 
It  is  ridiculous  to  talk  Americanization  to  these  people  in  these 
homes.  You  must  civilize  them  first.  They  are  not  civilized.  Yuu 
must  humanize  them  first.  They  are  not  human.  They  do  not  llvi* 
like  human  beings.  AVe  can  show  you  four  houses  built  on  a  single 
lot.  They  moved  an  old  house  back  that  was  25  years  old,  and  ha^o 
built  in  front  of  it,  and  have  moved  it  back  and  back  again.  Then* 
is  no  light  between  the  houses  and  there  is  no  light  getting  into  (he 
houses.  Our  municipal  sanitoria  are  filled;  we  can  not  take  caiT 
of  the  people.  If  we  had  given  them  fresh  air  and  light  bef«  '\' 
thev  would  not  be  in  these  sanitoria.  Go  to  Ijincoln,  111.,  where  ^>e 
have  2,000  children.  I  say  to  you  I  know  how  some  of  these  chihlreii 
have  been  raised;  we  have  been  in  the  homes.  Your  morons,  degen- 
erates, your  imbeciles,  and  a  great  many  of  those  children  are  the 
creatures  of  our  own  mismanagement  in  the  matter  of  housing. 

The  Chairman.  You  have  built  175  of  these  houses  [ 

Mr.  Rosenthal.  We  have  built  175  of  those  homes.  We  wish  Vdiir 
committee  could  see  them  before  you  go  away.  We  would  be  glad  t'» 
take  you  out  there. 

Senator  Kenyon.  Where  are  they? 

Mr.  Rosenthal.  Eightv-seventh  and  State  Streets.  They  are  two> 
story  homes,  brick  on  hollow  tile  and  stucco,  built  on  lots  30  by  U»'» 
feet. 

Senator  Kenyon.  Built  for  one  f amilv  ? 

Mr.  Rosenthal.  One  family  only.  Three  bedrooms,  a  bathroi>m. 
a  sanitarv  floor  in  the  bathroom,  and  a  closet  in  everv  room. 

The  Chairman.  How  big  is  the  house? 

Mr.  Rosenthal.  Twenty-two  by  twenty-six,  and  a  big  spat*e  for 
garden  in  the  rear.  Over  8,000  square 'feet  for  garden.  We  are 
going  to  plant  the  seed  ourselves  the  first  year.  We  are  going  to 
instruct  them  how  to  garden  so  that  they  will  reduce  the  cost  of 
living. 

The  Chairman.  How  many  of  those — are  you  building  these  i«» 
rent  or  to  sell  ? 
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Mr.  Rosenthal.  These  are  all  sold,  all  but  a  few.  We  sold  them 
all  but  a  few.  They  are  sold  to  wage  earners,  and  they  are  sold  in 
a  restricted  way. 

The  Chairman.  You  have  been  able  to  sell  them  despite  the  high 
prices  ? 

Mr.  Rosenthal.  Unfortunately,  they  cost  more  than  we  intended 
to  pay  for  them.  We  could  have  sold  thousands  of  them,  but  we 
selected  a  list  of  176,  and  then,  unfortunately,  before  we  finished, 
thev  cost  a  little  more,  and  for  reasons  which  we  thought  were  good 
and  sound  we  had  some  of  those  people  back  out.  We  gave  them 
their  money  back.  They  paid  deposits,  and  even  gave  some  people 
expenses  they  had  incurred  expecting  to  move,  etc.,  because  we  felt 
we  had  taken  border  line  cases,  for  our  limit  was  that  a  man  must 
earn  at  least  four  times  what  his  monthly  payment  should  be. 

The  Chairman.  What  was  the  average  price  ? 

Mr.  Rosenthal.  We  sold  those  for  ^5,700.  They  all  sold  at  one 
price. 

I  want  to  say,  in  passing,  the  figures  we  have  right  here  from  re- 
si)onsible  contractors,  to  duplicate  those  homes  to-day,  will  run, 
without  the  land,  $9,500.  We  sold  those  homes  for  $5,700.  Thev 
paid  $25.70;  $11  is  applied  on  principal,  the  balance  on  interest.  A 
home  pays  for  itself,  on  those  payments,  in  20  years.  There  is  a 
life-insurance  policy  and  a  fire  and  health  and  accident  policy  which, 
depending  upon  the  age  of  the  person  insured,  runs  to  about  $4  a 
month. 

The  (^hairman.  Those  houses  are  practically  all  occupied? 

Mr.  R<»senthal.  One  hundred  and  forty  are  occupied. 

The  Chairman.  One  hundred  and  fortv  of  them? 

Mr.  Rosenthal.  Yes.  We  will  get  all  our  money  back  at  that 
price,  but  meanwhile  we  canceled  our  securities,  and  we  can  not  get 
our  oritrinal  capital  stock  back,  and  we  are  at  a  standstill. 

The  Chairman.  What  percentage  of  the  price  do  people  pay  down  i 

Mr.  Rosenthal.  Ten  per  cent  is  the  minimum,  $570.  Most  of  them 
only  nay  10  per  cent.  In  fact,  we  began  with  peof)le  who  could  only 
affora  10  per  cent.    We  took  the  wage  earner  in  the  first  place. 

The  Chairman.  How  long  since  you  «^ol(l  the  first  of  these? 

Mr.  RiJsENTHAL.  We  sold  the  first  houses  In^fore  we  put  a  spade 
in  the  ground. 

The  Chairman.  How  long  since  the  first  house  was  occupied? 

Mr.  Rosenthal.  The  first  house  was  occupied  on  July  1. 

The  Chairman.  So  far  nobody  has  fallen  down  in  payment? 

Mr.  Rr)SENTHAL.  Xot  Only  that,  but  a  numl)er  of  them  have  already 
paifl  a  month  ahead,  so  that  they  can  keep  ahead  of  the  game. 

The  Chairman.  I  have  built  myself  about  2,500  houses  under  the 
'-aiiie  conditions  heretofore.  I  have  built  for  profit,  and  in  those 
«:is«»> — that  has  been  my  profession,  as  it  were — and  I  have  sold  these 
bouses  and  taken  an  average  of  20  per  cent  down,  and  taken  part 
bark  in  a  second  mortgage,  about  60  per  cent  of  the  cost  being 
tinancc'cL  and  have  never  had,  out  of  perhaps  2,500  houses,  more  than 
f)vi»  or  six  come  back.  A  man  who  buys  a  house  of  that  kind  will 
jnake  a  struggle  to  nay  for  it. 

\fr.  R«ksenthal.  You  must  bear  in  mind  that  first  of  all  the  Social 
S-r\ice  Commission  made  a  personal  investigation  of  these  people  in 
rhoir  homes.    Then  the  employei's  also  passed  upon  their  (Tedibility, 
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SO  that  we  have  what  we  call  a  selective  risk,  so  that  there  is  no 
danger  in  my  mind  of  any  of  these  homes  ever  coming  back. 

The  Chairman.  You  said  these  houses  sold  for  around  $5,700! 

Mr.  Rosenthal.  Exactly  $6,700. 

The  Chairman.  But  they  can  not  be  duplicated  on  land  for  less 
than 

Mr.  Rosenthal.  Nine  thousand  five  hundred  dollars  if  a  con- 
tractor builds  them,  the  way  they  are  being  built  now  with  the  high 
contractor's  cost,  with  the  contractor  borrowing  money,  paying  from 
5  to  10  per  cent  commission,  and  paying  besides  that  the  high  twt 
of  interest.  Then  the  contractor  puts  a  second  mortgage  on  ami 
discounts  the  mortgage  at  25  cents  on  the  dollar. 

The  Chairman.  Could  you  duplicate  these  houses  for  the  price 
they  cost  ? 

Mr.  Rosenthal.  I  would  agree  to  duplicate  those  houses  to-day  at 
not  less  than  $6,500,  if  we  could  sell  them.  We  call  them  six-room 
houses.  They  are  really  five-room  houses  with  a  kitchen-dinin<r 
room;  that  is  a  kitchen  and  dining  room,  which  is  a  combination 
room. 

The  Chair3ian.  I  want  to  congratulate  you  on  the  splendid  work 
you  are  doing. 

Senator  Kenyon.  How  far  away  is  this  block  you  speak  of  where 
people  are  living  17  in  a  house  ? 

Mr.  Rosenthal.  That  is  on  Maxwell  Street.  That  is  not  the  only 
one  we  have.  We  have  several  cases  where  the  conditions  are  ju>t 
as  bad.  Those  statistics  were  gathered  some  years  ago.  There  are 
1,334  families  in  that  block — 17  houses.  The  average  is  17  famili^* 
to  a  house. 

STATEMENT  OF  lOl.  GEORGE  T.  BTTCEINOHAH. 

The  Chairman.  Colonel,  the  committee  tells  us  you  would  like  to 
talk  to  us  a  little  bit  on  the  subject  of  taxation. 

Col.  Buckingham.  I  was  invited  here  to  do  that. 

The  Chairman.  And  we  would  be  very  much  pleased  to  have 
vou  do  so. 

ft/ 

Col.  Buckingham   (reading)  : 

TAXATION. 

It  Is  iiiy  understanding?  that  you  desire  such  infonimtion  as  I  am  able  •" 
frive  as  to  tlie  eIT(»ct  of  taxation  upon  the  building  activities  of  the  (winir). 
particularly  as  related  to  housing  conditions. 

I  am  not  an  expert  on  taxation.  I  doubt  if  there  is  any  such  person^  but  in 
couunon  with  other  lawyers,  who  must  perforce  come  in  contact  with  otlur 
questions,  including  taxation  questions,  1  have  observed  certain  ontstandlnJ 
facts  which  are  i)atent  to  the  world. 

In  other  years  much  house  buihling  and  apartment  building  was  dont»  '0 
si)eculators.  or  by  contractors  who  iniiit  with  the  Idea  of  reselling  quickly  hi  s 
profit.  A  successful  operation  of  this  kind  necessitates  an  installetl  tt'nan' 
list  showing  profit  on  tlie  invesimcnt  over  and  above  interest  charges  «'"' 
taxes. 

In  this  program  State  and  local  taxation  became  an  imi^rtant  Itenr.  b» 
Illinois  our  State  and  local  system  is  defective  in  two  major  respects:  Fl^^t 
the  pitH'e  of  real  estate  is  assessed.  If  there  is  an  outstanding  mortg:ige  'm  it. 
it  also  is  assessed.  For  instance,  if  there  ts  u  $5,000  house  and  a  $3,0tK)  ninn- 
gage,  there  is  an  assessed  $8,000  for  somebody  to  pay  taxes  on. 
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This  burden  In  the  last  analysis  always  falls  on  the  tenant  in  Increased 
ivniaLs.  but  Is  primarily  borne  by  the  huihler.  Second,  every  house  is  in  sight 
:.n(|  assessed.  Other  forms  of  valuable  property  are  in  safety  deposit  boxes, 
;hm1  i^scape  observation,  particularly  in  the  larj<e  cities,  and  do  not  bear  their 
n'i:trive  load  of  assessment  and  taxation.  This  is  partly  an  inherent  weakness 
in  tl)t'  law  and  partly  a  weakness  in  administration. 

Hoth  of  these  outstandini?  facts,  however.  ai>preciahly  affect  and  materially 
'li^^'ourag**  building  operations  by  speculators  and  resellers,  as  well  as  by  the 
^ri,:ilU»r  number  who  build  for  themselves. 

The  Fe<leral  excess-protits  tax,  however,  is  a  much  niore  serious  matter  in 
1 1, IK  relation.  Because  of  its  uncertainty  the  nuinufacturer,  the  jobber,  the 
•linh-r.  and  the  contractor  do  not  know,  and  can  not  know,  how  much  this  will 
.J!  HI  Hint  to  at  the  close  of  their  year.  They  accordingly  make  an  estimated 
.'fll'/wanoe,  which  is  added  to  their  sale  price.  This  estimated  allowance  is,  of 
tuiir<i«,  adequate.  Whatever  dtmbt  exists  in  the  minds  of  tlie  taxpayer  is 
ns-ilved  in  favor  of  making  a  large  enough  allowance  to  make  himself  safe.  In 
j.rji.rice  the  allowance  is  nearly  always  larger  than  is  really  needed.  Tax- 
l«.i>«Ts,  however,  can  not  know  that  until  afterwards.  The  net  result  is  that 
t'lt-re  iH  an  allowance  for  excess-profits  tax  plus  an  estimate  for  good  measure, 
?"!(i<Ml  to  the  price  of  every  conunodity  uscmI  in  building  at  every  stage  of  its 
i..:jjiufacture,  distribution  and  sale  and  erection  into  buildings.  The  con- 
>iiiner,  of  course,  ultimately  pays  this,  but  its  first  cost,  which  is  borne  liy  the 

•  ".iiimercial  builder,  is  so  great  that  buihling  is  greatly  hampered  by  It.     The 
'  vUWr  can  not  disiMise  of  his  buildings  at  what  looks  like  exorbitant  prices. 

'i  I  .s  €»xces.s-profits  tax,  or  an  estimate  of  what  it  will  be,  is  addt*<l  to  costs  at 
»:  ih  stage  through  each  successive  handler.  By  the  time  it  reaches  the  build- 
'i::  It  becomes  many  times  niultlplle<l.  This  is  particularly  true  in  iron  and 
t  'uh»*r,  two  of  the  chief  elements  in  building  operations.  It  is,  of  course, 
»M«.j«lly  true,  though  not  to  tht»  same  extent,  in  brick,  terra  cotta,  etc. 

There  is,  perhaps,  no  gingle  element  which  more  considerably  afi'e<*t8  prices 
«»f  building  material,  and  oi)erates  more  considerably  to  the  discouraging  of 

•  "..iding,  than  the  excess-profits  tax. 

To  the  excess-profits  tax,  as  a  tax,  there  are  many  objwtions  other  than  this. 
It  uny  be  confidently  state<l  that  It  is  one  of  the  chief  pillars  on  which  rests 
■'  <^  high  cost  of  buihling,  as  well  as  the  high  cost  of  living  in  all  Its  phases. 

There  are,  of  course,  no  statistics  nor  precise  facts  .showing  the  extent  to 
'Uii<'h  exce.ss-proflts  tax  affects  the  high  cost  of  building.  All  obs<»rvers  agree, 
bowpver,  that  it  does  materially  afft^ct  it.  It  is.  therefore,  obvious  that  a 
n*l>pal  of  this  law  would  be  a  helpful  factor  In  promoting  building  throughout 
the  country. 

Tliere  Is  one  other  methcHl  which  has  been  suggested  by  which  Fe<leral  tax 
!-;:i^latlon  could  aid  building  o[>erations.  namely,  by  making  Income  from  bonds 
;  .'•I  noti*s  secure*!  by  mortgages  on  buihlings  of  a  certain  defined  class  exempt 
Troin  Feiieral  taxation.  This  would,  of  course,  stimulate  the  sale  and  distribu- 
^.••n  of  that  cla.ss  of  sectiritles  and  encourage  building  generally.     There  is  a 

•  .dM  diversity  of  opinion  as  to  the  wisdom  of  such  legislation. 

Mn  rlie  contrary,  tiicre  is  the  grave  danger  In  exempting  any  class  of  securities 
•r>nj  Feileral  taxation  that  If  the  practice  grows  up  and  s|>reads  to  other  clnsses 
«.r  ^♦''•uritles  it  would  soon  affect  the  general  public  revenue. 

So  far  as  the  taxation  program  affects  building  oi»erati<ms  the  things  which 

•^'•;iid  most  favorably  affect  building  would  be:  First,  a  revision  of  the  State 

f  'xatlon  plan,  particularly  on  its  administrative  side,  so  as  to  relieve  small 

•  '.'«liiigs  of  an  Inequitable  burden  of  State  taxation;  and,  s<M-ond.  a  repiMil  of 

'  «»   F^^lernl  ex<*ess- profits  tax. 

The  Chairman.  Colonel,  would  von  exempt  dwellings  from  local 
♦.,\:ition  for  a  period  of  years  to  stimulate  this  industry? 

i  ol.  BucKiNoiiAM.  I  would  if  it  could  be  done,  but  locally  that  is 
TupMssible  on  account  of  the  State's  constitution. 

I  he  Chairman.  That  is  forbidden  under  your  constitution? 

<%>!.  BrrKiNc;HAM.  Our  con.stitution  requires  taxation  to  be  e<iuit- 
!  ie  and  uniform  on  all  classes  of  proi)erty,  and  there  is  no  power  in 
•  .«'  I«'$rislature  to  make  exemptions  of  that  kind. 

The  (*HAiRMAN.  The  New  Jersey  Le^slature  has  passed  a  bill  re- 
•MHtly  exempting  from  taxation  all  dwellin«r  hou.ses,  exemptinrr  for 


924  RECONSTRUCTION   AND  PRODTTCTION. 

a  period  of  five  years  all  dwelling  houses  erected  for  the  next  t^^o 
years.  The  legislature  in  New  York  has  passed  a  bill  giving  to  the 
local  authorities  the  right  to  exempt  for  a  period  of  10  years  houses 
started  before  April  1, 1922.  We  have  no  constitutional  prohiljitiou. 
That  question  has  not  been  raised  yet  that  I  know  of .    ^ 

Col.  Buckingham.  I  am  not  familiar  with  the  New  York  constitu- 
tion on  that  subject,  but  here  in  Illinois  it  is  not  practical,  not  i»o- 
sible. 

The  Chairman.  Do  your  laws  place  a  mortgage,  the  income  un  a 
mortgage  or  the  mortgaged  property,  in  the  same  position  •as  real 
estate  ? 

Col.  Buckingham.  Yes;  the  mortgage  itself  is  taxed. 

The  Chairman.  So  that,  as  you  indicated  in  your  statement,  :i 
mortgage  of  3  per  cent  on  a  $5,000  house  would  mean  taxing  :<sjh"I 
worth  of  property? 

Col.  Buckingham.  Correct.  The  man  who  had  the  $5,000  liou  h 
would  be  taxed  upon  a  $5,000  basis,  and  the  man  that  had  the  i^\p^^ 
mortgage  would  be  taxed  on  that. 

The  Chairman.  After  all,  does  not  that  come  back  on  the  proj) 
erty? 

Col.  Buckingham.  Surely ;  the  effect  of  it  is  double  taxation. 

The  Chairman.  In  our  State  we  have  a  recording  tax,  a  Static  tax 
of  1|  per  cent,  and  mortgages  generally  are  exempted  from  tax.uiou. 
Have  you  a  recording  tax  here  of  that  kind  ? 

Col.  Buckingham.  No. 

The  Chairman.  It  seems  to  me  it  would  be  a  splendid  thing  to  i' n>- 
a  law  of  that  kind.  Can  you  do  that  under  your  constitution,  enad 
legislation  of  that  kind? 

Col.  Buckingham.  I  am  inclined  to  think  so ;  yes,  sir. 

The  Chairman.  You  referred  to  the  exemption  of  the  income  on 
mortgages  from  taxation  in  your  statement.  I  introduced  a  bill 
that  accomplishes  that  purpose  to  a  degree.  Mv  bill  provides  that 
the  income  on  moitgages  in  the  hands  of  individuals,  where  the 
mortgage  is  in  the  hands  of  an  individual,  providing  that  no  imli- 
vidual  shall  hold  more  than  $40,000  of  exempt  mortgages.  We 
fixed  it  at  forty  because  we  knew  that  if  it  was  a  clear  exemption 
the  argument  would  be  raised  that  it  would  be  in  the  interest  of  the 
man  of  wealth  again,  who  was  attempting  to  evade  taxation  by  in- 
vesting in  nontaxable  securities.  I  have  not  had  much  encoura^re 
ment  for  the  bill  because  men  would  be  arguing  that  it  would  1»<* 
creating  another  class  of  nontaxable  securities,  of  which  we  have 
enough. 

Col.  Buckingham.  That  seems  to  be  the  general  view. 

The  Chairman.  I  have  proposed  another  method  of  encouragins: 
building.  Last  winter  we  passed  a  bill  to  encourage  the  builJin^r 
of  a  merchants'  marine.  One  of  the  provisions  of  that  bill  pro- 
vided that  an  American  operating  ships  in  the  foreign  trade  \<(»iil  I 
have  his  profits  on  the  foreign  trade  exempt  from  the  exc^ess  prof- 
its taxes,  provided  he  invested  all  of  his  profits  in  the  buildinir  of 
new  ships.    How  would  that  work  if  applied  to  building  house.*' 

Col.  BrcKiNGHAM.  I  like  the  principle,  but  I  should  be  skeptic"** ^ 
as  to  the  administrative  features  of  it.  It  would  seem  to  roe  U\'^^ 
rather  complex  in  its  administrative  features.     The  greatest  <liffl 
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riilty  with  our  taxation  system  now  is  its  complexity  and  its  ad- 
ministrative difficulties. 

The  Chairman.  I  am  groping  around.  Colonel,  to  find  some  way 
to  stimulate  building  without  going  into  the  condition  that  we  find 
France  and  England  to  be  in.  You  know  the  governments  of  those 
countries  are  going  into  the  business  of  building  houses.  I  want  to 
avoid  that  if  we  can.  I  want  to  keep  the  Government  out  of  build- 
in  •;  houses  or  loaning  money  directly  if  we  can. 

Col.  BrcKiNGHAM.  One  thing  that  might  be  of  interest,  while  not 
I  Hearing  on  taxes  but  on  housing  conditions,  is  that  while  the  cities 
:ire  very  badly  crowded  a  great  remedy  exists  for  that  in  scattering 
the  ]>opulation  to  those  rural  districts  where  it  is  not  so  crowded — 
u  here  life  is  more  favorable  than  in  the  great  cities. 

The  Chairman.  Although  I  am  a  city  dweller  I  am  very  much 
in  favor  of  such  a  scheme  if  it  can  be  developed.  How  would  you 
work  that  out? 

Senator  Kenyon.  How  would  you  scatter  them.  Colonel? 

Col.  BrcKiNGHAM.  Senator,  I  don't  know.  It  is  a  desirable  thing 
to  do,  but  I  have  not  given  any  thought  to  a  program  for  doing  it. 

Senator  Kenyon.  The  census  shows  now  over  51  per  cent  of  the 
people  living  in  the  cities. 

Col.  HrcKiNCJHAM.  Yes;  and  it  has  tremendously  increased  in  the 
last  10  years,  llie  comforts  of  the  country  and  the  ease  of  eaniing 
A  livelihood  there  are  very  much  greater. 

Senator  Kenton.  Have  you  ever  worked  on  a  farm? 

Col.  BrcKiNOHAM.  I  haVe:  T  have  worked  on  a  farm  and  in  a 
brickyard  and  at  every  other  kind  of  work  a  man  could  work  at. 

The  Chairman.  Arid  you  are  still  for  the  country? 

Col.  Buckingham,  lies;  I  am  still  for  the  country.  Statistics 
^how  a  very  great  proportion  of  the  immigrants  arriving,  prewar 
inmiigrants,  came  to  tne  city,  a  very  large  percentage  of  them, 
whereas  many  of  them  could  be  better  used  on  the  farm.  I  know 
H»ine  communities  where  a  great  many  Lithuanians  and  Slavs  arrived 
who  went  to  work  in  the  coal  mines  who  had  never  seen  a  coal  mine 
In' fore:  they  also  went  to  factories  and  steel  mills  and  places  of  that 
kind,  people  who  in  their  own  countries  were  farmers.  Any  kind  of 
a  jilan  that  would  divert  immigrants  to  the  places  where  they  are 
iiicKSt  needed  would  be  helpful. 

The  Chairman.  A  friend  of  mine  suggested  to-day  that  we  make 
-onie  of  the  cities  in  Iowa  the  point  of  entry  instead  of  letting  them 
-l4»p  off  at  Xew  York,  where  1  live,  that  we  compel  them  to  go  all 
ti.e  way  to  Dubuque  or  Des  Moines  or  Council  Bluffs. 

Senator  Kenyon.  You  do  not  have  to  compel  anybody  to  come  to 
loua:  they  come  there  of  their  own  accord. 

The  Chairman.  And  then  scatter  them  from  Iowa.  Really  a  sug- 
ifi'^-'tion  of  that  kind  has  been  seriouslv  made,  that  we  try  to  bring  the 
I  ♦•riple  to  a  point  in  the  interior.  Of  course,  that  is  not  practical. 
I  would  be  very  glad  if  they  would  go  to  Iowa  to  help  build  up  that 
wonderful  State. 

<  *4>1.  Bi'(^KiN(inAM.  It  is  unite  well  built  uj)  now.  I  was  told  by 
.  T!  Iowa  man  the  other  day  tliat  every  man,  woman,  and  child  in  that 
-•;it»»  c<»uld  get  into  an  autom<il)ile  and  ride  at  one  time,  meaning 
!■  •Tf'bv  that  there  is  one  automobile  for  e\erv  five  persons  in  the 
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Senator  Kenyon.  Colonel,  you  have  ^ven  a  good  deal  of  atten- 
tion to  these  problems,  and  your  advice  is  much  aesired,  I  know,  by 
the  committee.  What  would  you  offer  in  place  of  the  excess-profits 
tax  ?  There  is  a  very  general  desire  to  repeal  it,  but  where  are  we 
going  to  get  the  money  1 

Col.  Buckingham.  There  are  several  things  that  ought  to  fill  that 
void,  I  think,  in  some  proportion,  which  we  might  diflfer  about.  The 
first  one  would  be  a  profits  tax  as  contradistinguished  from  excess- 
profits  tax.  That  w^ould  be  a  flat  levy  upon  corporate  profits  without 
the  gradations  that  the  excess  profits  has,  and  its  consequent  uncer- 
tainty, and  without  any  reference  to  invested  capital.  On  the  ad- 
ministrative side  at  Washington,  I  should  say  65  per  cent  of  the 
entire  force  of  the  revenue  officers  are  engaged  in  ascertaining  what 
the  invested  capital  is  in  a  given  enterprise. 

Senator  Kenton.  I  meant  to  ask  you  about  that  administrative 
question,  too.    Could  that  not  be  much  simplified? 

Col.  Buckingham.  Yes. 

Senator  Kenyon.  It  is  pretty  hard  for  a  man  to  figure  out,  without 
two  or  three  experts,  anything  about  his  taxes  ? 

Col.  Buckingham.  That  is  true.  It  is  exceedingly  complicated, 
both  in  practice  and  theory. 

Senator  Kenyon.  It  may  be  helpful  to  the  lawyers? 

Col.  Buckingham.  Well,  I  am  not  sure  that  it  is.  Senator. 

Senator  Kenyon.  Well,  but  you  feel  that  a  direct  profits  tax  wouM 
be  preferable  ? 

Col.  BrcKi^'GHAM.  Much  preferable.  It  would  do  awav  with  a 
great  deal  of  the  difficulty  attendant  on  administration,  which  is  tlie 
principal  difficulty.  They  are  four  years  behind  down  there  right 
now.  I  know  people  that  are  tlirashing  out  questions  of  investe<l 
capital  that  are  four  years  old  right  now. 

Senator  Kenyon.  And  they  can  not  get  the  thing  settled  ? 

Col.  Buckingham.  They  can  not  get  the  thing  settled,  because  a^ 
fast  as  some  gentleman  settles  it  he  moves  back  into  New  York  an^l 
some  other  gentleman  takes  his  place  who  then  has  to  be  educate  I 
in  the  basic  principles  of  accounting. 

Senator  Kenyon.  Do  they  all  go  back  to  New^  York? 

Col.  Buckingham.  Well,  mostly  to  Virginia  and  Tennessee.  I 
would  say ;  but  the  excess  profits  tax,  of  course,  tends  to  destroy  effi- 
ciency. t)n  the  question  of  raising  revenue,  there  will  not  be  aJiV 
very  long,  because  it  puts  a  premium  on  inefficiency  and  sIoth»  There 
is  rio  premium  on  any  corporate  manager  earning  any  money  tmdfr 
those  circumstances,  and  aside  from  the  troubles  that  arise  from  pav- 
ing the  high  cost  of  living  by  multiplying  the  taxes  that  have  to  fx" 
paid,  adding  them  to  cost.  It  puts  a  great  premium  upon  throwin*: 
money  away.  A  great  many  corporations  pay  excessive  salaries  an  I 
give  great  bonuses  and  all  that  sort  of  thing,  if  they  happen  to  In*  u 
the  upper  levels  of  taxes. 

Now,  of  course  a  flat  tax,  while  it  would  be  easier  to  atlminl^ler, 
would  probably  raise  more,  but  then  of  course  it  would  not  all  h^^*^ 
to  be  raised  that  w'ay.  There  is  the  question  of  imports  and  tljt' 
question  of  sales  tax  that  has  not  yet  been  touched,  that  are  poun**^ 
of  revenue  that,  in  my  opinion,  are  very  important. 

The  Chairman.  Mr.  Meyer,  would  you  like  to  ask  Col.  Buckinghain 
some  questions  ? 
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Mr.  Meter.  Yes;  I  would  very  much,  sir. 

The  Chairman.  Very  well,  you  may  proceed. 

Mr.  Meter.  Col.  Biickingnam,  you  have  seen  the  statement  of  the 
Secretary  of  the  Treasury  that  it  is  his  theory  that  the  floating  debt 
should  be  paid  out  of  the  taxes  during  the  next  fiscal  year? 

Col.  Buckingham.  I  have  seen  that. 

Mr.  Meter.  Do  you  believe  it  is  possible? 

Col.  Buckingham.  No,  sir. 

Mr.  Meter.  Do  you  expect  radical  reductions  in  the  internal  reve- 
nue on  the  present  taxation  schedules,  so  far  as  their  receipts  are 
concerned  i 

Col.  Buckingham.  No. 

Mr.  Meter.  You  do  not  expect  that  the  Treasury  will  get  the 
income  under  the  existing  schedules  next  year  that  they  have  gotten 
in  the  past  year,  do  you  ? 

Col.  Buckingham.  By  no  means. 

Mr.  Meter,  You  estimate  that  there  will  be  a  very  large  reduction? 

Col.  Buckingham.  Well,  my  estimate  would  be  a  mere  guess, 
Senator,  in  the  absence  of  any  statistics;  but  I  would  say  that  it 
would  be  appreciable,  knowing  that  practically  all  the  corporations 
that  I  know  anything  about 

Mr.  Meter.  There  will  not  be  any  excess  profits  from  many  com- 
panies this  year? 

Col.  Buckingham.  That  is  true. 

Mr.  Mktew.  Would  you  conceive  it  to  be  sound  policy  to  try  to 
take  care  of  the  present  floating  debt  without  trying  to  pay  it  off 
in  the  next  year  or  18  months  in  some  other  way? 

Col.  Buckingham.  My  own  opinion  is  that  the  entire  debt  that 
arist's  out  of  the  war  belongs  to  the  generations  that  are  to  come,  as 
wfll  as  to  this  one.  My  own  opinion  would  be  that  it  all  should  be 
funded  into  long-term  securities. 

Mr.  Meter.  Well,  so  far  as  the  floating  debt  is  concerned,  do  you 
think  it,  then,  neither  possible — nor  advisable  if  it  is  possible — to  at- 
tempt to  pay  it  off  by  existing  taxation  or  new  taxation? 

Col.  Buckingham.  That  would  be  my  notion. 

Mr.  Meter.  It  would  require  a  more  stringent  new  taxation  in  the 
light  of  the  present  decrease  in  internal  revenue  under  existing  taxes 
tci  meet  the  deficiency  created  by  the  decrease,  and  then,  in  addition 
to  that,  to  pay  off  two  and  a  half  billion  of  floating  debt? 

Col.  Buckingham.  Yes;  it  would  require  very  drastic  measures. 

Mr.  Meter.  So  you  think  it  is  neither  possible  nor  advisable? 

Col.  Buckingham.  I  think  nt)t,  although  I  am  not  a  financial  ex- 

I>crt  at  all. 

Mr.  Meter.  Well,  T  think  vou  are  right.  Colonel. 

Mr.  MuxER.  Col.  Buckingham,  will  you  kindly  crive  the  commit- 
tee your  views  to  the  point  of  decentralizing  the  collection  of  taxes? 

Col,  Buckingham.  I  have  had  some  very  strong  convictions  on 
that  subject.  In  fact,  Mr.  Rol)erts  and  myself  debated  that  down 
Kast  about  a  year  ago.  It  seems  to  me  that  the  present  system  of 
a-.-<*^ing  United  States  taxes  is  foolish  in  the  extreme.  In  all  other 
<*tf>iintrie8  that  levy  income  taxes,  all  of  the  older  countries  that  have 
hnd  more  experience  than  we,  they  decentralize  the  assessment.  The 
assessment  is  made  locally  by  some  local  board  or  l)ody,  and  the  per- 
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son  who  is  taxed  settles  it  right  then  and  there  with  that  local  body 
before  he  pays  anything.  He  sits  right  down  there  with  his  loc^ 
board,  just  as  we  did  with  draft  boards,  and  as  the  war-loan  boilies 
did.  They  thrash  it  out  only,  and  only  the  occasional  case  gets  to 
London  or  Paris.  That  is  true  of  our  State  taxation,  universally. 
Assessments  are  always  made  locally,  and  they  are  always  made  by 
somebody  other  than  the  taxpayer. 

Then  there  is  an  assessment  roll  that  is  made  to  tell  how  much 
you  are  to  pay.  You  don't  pay  anything  until  that  is  done.  But 
our  Federal  sjrstem  is  the  exact  reverse  of  that,  although  during  the 
Civil  War  period  of  taxation  we  had  a  decentralizing  system.  As  it 
new  stands,  if  a  man  lives  in  Duluth,  he  has  got  to  travel  to  Wash- 
ington with  one  or  two  experts,  and  sit  down  there  in  a  big  room 
where  three  or  four  hundred  gentlemen  are,  and  talk  with  some 
gentleman  from  Texas  or  Virginia  about  that  particular  question, 
and  thrash  it  out  with  him,  if  he  can ;  and  the  assessment  is  made 
there  maybe  three  or  four  years  after  the  taxpayer  has  paid  the 
taxes. 

In  the  first  instance  the  taxpayer  now  pays  his  taxes  and  assesses 
himself;  pays  his  taxes  to  the  local  collector.  The  local  collector 
makes  no  tax  roll,  but  he  forwards  that  to  Washington.  Within  any 
five  years  hereafter  that  whole  thing  can  become  aUve  and  the  whole 
subject  be  again  gone  into.  My  theory  is  that  the  English  system 
is  much  preferable  where  the  assessment  is  made  by  a  local  board, 
by  shires,  practically,  and  if  there  is  any  question  or  controvert 
about  it,  it  goes  to  a  body  that  sits  locally  at  the  county  seat,  for 
instance,  and  only  the  occasional  case  gets  to  the  higher  taxing  au- 
thorities. I  thinfc  that  makes  for  efficiency  of  administration,  and 
settles  the  taxes.  As  it  now  stands,  a  man  pays  a  tax,  and  he  does  not 
know  for  five  years  whether  he  is  through  paying  or  not. 

The  Chairman.  Colonel,  that  is  a  splendid  suggestion.  I  am  a 
member  of  the  Finance  Committee  of  the  Senate.  I  would  be  ven 
glad,  if  you  will  think  of  it.  when  we  get  to  making  new  tax  laws,  if 
you  will  just  state  before  tne  committee  your  views  on  that  sub)e<'t. 

Col.  Buckingham.  Thank  you. 

The  Chairman.  If  you  will  communicate  with  me  at  the  time. 
Evidently  you  have  had  a  great  deal  to  do  with  representing  men 
who  have  had  to  pay  taxes,  and  the  Committee  on  Finance  would  be 
very  glad  to  have  your  views  on  the  subject,  as  we  have  had  them 
here. 

Col.  Buckingham.  Thank  you. 

The  Chairman.  Thank  you. 

Mr.  Jamme.  Senator  Calder,  we  desire  to  present  Mr.  Wharton 
Clay. 

STATEMEBT  OF  ME.  WHABTON  CLAT,  CHAISUAN,  TECHBICAI 
GOMMTTEE,  NATIOITAL  EEDEBATIOH  OF  CONSTBTTCTIOH  IHDirS- 
TSIES. 

Mr.  Clay  (reading) : 

We  respectfuUy  direct  your  committee's  attention  to  existing  yarlatioDS  Id  Oio 
building-co(ie  requirements  of  the  principal  cities  governing  the  permitted  uft» 
of  material  utilized  in  the  construction  of  buildngs. 

Regulations  which  fall  to  agree  upon  the  permitted  use  of  materials  ntlllxe^f 
for  like  purposes  in  construction,  aside  from  preventing  the  exercise  of  the  b«t 
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iirrhitectiiral  and  enplnt'erlnfr  practice,  retard  the  progress  of  building  oi>era- 
tiiMis  and  contribute  to  needless  excess  in  cost. 

In  view  of  tl'.e  existing  lack  of  uiuch-needed  residence,  school,  hospital,  and 
nther  buildings,  the  exercise  of  every  possible  safe  and  sane  economy  consistent 
with  present  accepted  architectural  and  engineering  practice  in  construction 
;iih1  method  of  construction  is  of  the  utmost  importance. 

Architectural  and  cnirineering  design  and  inventive  genius  directed  towards 
le;ritimate  econ<»mies  should  not  be  limited  by  the  conflicting  rulings  of  building 

•  •r4linanc*^  which,  in  many  instances,  do  not  appear  to  be  based  ui)on  the  evl- 
«U»n<*e  (if  scientitic  tests,  investigations,  and  available  data. 

We  have  examined  a  large  number  of  building  codes,  but  it  is  not  practical, 
u  ithin  the  .scope  of  this  conununication,  to  submit  examples  of  variations  fnmi 
all  of  them,  and  for  th'.s  reason  only  representative  examples  are  submitted  in 

•  ircler  to  illustrate  that  the  restrictions  and  linuts  placed  upcai  the  uses  of  the 
materials  liste<l  are  c<mtrlbuting  to  unne{H»ssar>-  mid  e<()nomlc  waste. 

The  lack  of  uniformity  in  the  building  todes  listtMl  covers  not  only  the  use  of 
Si  line  of  the  material  cranmonly  utillztnl  in  construction  for  the  purpose  of 
<iirrylng  and  dfttributing  loads,  and  therefore*  designed  to  res.st  stresses,  but 
mNm  stmie  nuiterials  which  enter  into  the  ctmst ruction  of  buildings,  but  which 
s.re  n«>l  subjecteil  to  stresses  other  than  minor  stresses  due  to  their  own  weight. 

The  attached  building  code  comparisons  listed  A  to  F,  inclusive,  are  sup- 
|i';»mI  for  the  information  of  the  committee  and  in  substantiation  of  the  above 
statements: 

A-  Cow.refc,  plain  and  reinforreif,  and  structural  nnitn. — An  examlnatitm  of 
tfie  data  Rubndtte<l  under  Exhibit  A  shows  a  variation  of  (JO  per  cent  or  more 
in  the  alloweil  working  stres^^es  in  plain  and  reinforced  concrete  having  the 
same  proportions  of  cement  and  sand  and  st(me.  There  are  but  few  city 
building  codes  which  are  free  from  ambiguous  and  confllctfng  provisions  which 
not  only  confuse  the  designers,  but  are  utilized  to  set  up  c*ondltions  In  behalf  of 
inferior  designs  and  types  of  constructi<ni.  Almost  half  of  the  cities  have 
urdlnances  that  are  either  silent  or  so  indefinite  in  regard  to  basic  rules  for 
cl»-i*iKn  that  they  are  worthless  as  complete  guides. 

In  many  lines  of  construction,  concrete  Is  a  comparatively  new  material. 
Tho  growth  of  its  use  has  been  phenomenal.  an<l  this  growth  has  brought  about 
a  ?reat  amount  of  investigation  and  tests  resulting  in  a  mass  of  data  which  haa 
♦•Hfiitilished  it  as  a  material  permitting  of  strict  engineering  design.  A  ma- 
jority of  the  present-day  building  ordinances  were  enacted  befcire  a  con- 
>iderable  portion  of  the  present-day  knowledge  of  c<»ncretc  was  available. 
Tlie  inevitiible  result  is  that  these  ordlnanc(»s  are  obsolete  and  a  .serious  hamli- 
*'ap  to  the  building  Industry  because  they  fall  utterly  to  measure  up  to  the 
[►resent  advancement  of  theory  and  practice  in  (H>ncrete  construction. 

There  are  in  the  United  States  to-day  over  r),(KK)  cement  prtKluct  plants,  each 
nf  which  has  an  InvesttMl  capital  of  over  $l!5.tMK).  Many  building  co<les,  through 
^i!.-nce  in  regard  to  concrete  brick,  tile,  or  bloek,  or  by  provisions  that  are 
pun'ly  arbitrary  and  in  c»»nilirt  with  actual  and  well-known  properties  of  the.se 

•  mlts,"  prohibit  their  use  at  all.  The  building  Industry  is  thus  robbed  of  an 
e^^momlcal  and  useful  building  unit. 

K.  (iypaum  tile  or  /i/r>c'A:.--<iypsum  tile  or  block,  under  the  prc»vlsions  of 
»*f»me  building  ordinances,  naiy  be  us*'<l  in  lirepnMif  and  oth<*r  buihlings  lor  the 
following  nonbearing  constructi(»ns :  (^)rrhU»r  partitions;  dividing  jmrtitions; 
♦•l»'V»tor,  stairwaj',  an<l  dumb-waiter  inclosnres;  cidumn  covering  (steel  pro- 
t«*rTlon)  ;  roof  con. St  ruction.  As  shown  In  Exhibit  B,  the  building  co<les  ret'emMl 
fo  tLT\*  not  In  agreement  upon  the  items  listed.     These  variances  limit  desired 

•  •(>mift.*tition  and  iM>ssible  e<»onomies. 

fiypmnn  planter  />o«rf/.— Oyi)stnn  jilaster  board,  tnider  the  provisions  of  some 
iMjildlngH  ordinances,  may  be  use<l  for  the  f<»llowliig  eonst ructions: 

In  fireproof  buildings:  Divirilng  partitions  of  metal  stud.s,  plaster  board,  an<l 
fliiMiiT  as  an  in<'<»mbnstible  lathing  material  for  walls  and  ceilings.  In  non- 
I  ••»  ppMpf  buihllngs:  Stairway  and  elevator  inch»sures  of  metal  or  w<mh1  studs, 
t't.ister  iMtanl.  and  phi'^ter  as  an  Incomtmstible  lathing  material  for  walls  ami 

•  ■••i tings.  Ah  shown  in  Exhibit  l'»,  the  building  codes  referriKl  to  are  not  itt 
;•  L'ri*inieiit  \\\\*m  the  Items  list«Hl.  These  varian<-es  llmite<l  desired  com|H*tltlon.«» 
*knil  ]Ni«<!<lbIe  (*cf)noniies. 

<\  th»llo}r'tiU'  trnlU  and  pierx. — Many  building  ccwles  throughout  the  I'ldted 
sriifi>i«  prtthlblt  an  e<'onomical  use  of  h(»IIow  (lie  in  place:^  where  it  Is  best 
iittiMl.  Some  cities  do  not  permit  the  us<*  of  hollow  tile  for  fonndaticms,  nor 
1  otiow-tlle  backlnK  in  connection  with  brick  veneer  unless  the  thickness  of  the 
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wall  is  calculated.' upon  the  backing  alone,  although  the  compressive  strength 
of  the  hollow-tUe  backing  is  equal  to  that  of  the  facing  material.  This  la  an 
economic  waste  of  material. 

Hollow  building  tile,  owing  to  its  lightness  per  cubic  contents,  wheo  oswl 
for  either  wall  or  floor  construction,  permits  light  structural  members,  thereby 
reducing  the  total  cost  of  building  construction.  A  glance  at  the  attached 
Exhibit  C  will  show  some  of  the  discrepancies  and  irregularities  and  lack  of 
uniform  and  economical  building-code  requirements,  as  affecting  hollow  build- 
ing tile,  which  should  be  the  means  of  causing  an  investigation  to  determine 
the  proper  limits  and  stresses  within  which  this  material  can  be  economically 
as  well  as  safely  used. 

I).  Lumhei', — ^There  is  appended  herewith  an  Exhibit  D,  a  tabulation  of  the 
working  stresses  of  the  commonly  used  varieties  of  lumber,  as  allowed  in  thf 
building  codes  of  12  important  cities  in  the  United  States.  It  will  be  noticed 
that  there  is  a  wide  variation  In  the  values  allowed  for  each  variety  as  permit t<>»i 
In  the  different  cities.  For  example,  the  city  of  Baltimore  allows  an  extreme 
liber  stress  of  1,800  pounds  per  square  inch  for  long-leaf  yellow  pine,  while  the 
city  of  Cincinnati  allows  but  1,200  pounds  per  square  Inch  for  any  variety  of 
yellow  pine,  or  a  value  of  only  two-thirds  the  former.  Many  of  these  lower 
stress  values  are  less  than  those  accepted  by  the  engineering  profession  ^ 
sufficient.  The  use  of  these  needlessly  low-stress  values  results  In  the  use  of 
sizes  of  lumber  larger  than  those  In  accordance  with  accepted  engineering 
practice,  thus  causing  a  useless  waste  of  material. 

E.  Metal  lath. — The  use  of  back-plastered  construction  for  dwellings  Is  m 
permitted  by  some  building  codes,  as  shown  In  Exhibit  E.  Thus,  the  bnilder 
is  not  given  free  choice  in  the  method  of  stucco  construction  in  some  cltit*s.  ami 
this  limits  desired  competition  and  possible  economies. 

The  building  cod^  lists  are  not  in  agreement  on  the  use  of  metal  lath  as  a  tirv 
protection  for  column  casing,  beam  and  girder  casing,  elevator  shafts,  stHir 
wall  inclosures,  corridor  partitions,  and  dividing  partitions. 

Metal  lath  and  stucco  supported  on  steel  or  concrete  skeleton,  under  the  i»r«f 
vision  of  some  building  codes,  may  be  used  for  curtain  walls.  As  shown  in  K\ 
hlbit  E,  the  building  codes  are  not  in  agreement  upon  these  items,  and  a  limit  1* 
put  upon  desired  competition  and  possible  economies.  On  the  other  hand,  sdiw- 
building  codes  do  nnd  some  do  not  require  metal  lath  over  heating  plants  m.'i 
coal  bins,  and  other  vulnerable  places,  as  a  fire  protection  In  nontirepr»T<»riu 
buildings. 

.  F.  Plumbinff. — There  is  appended  herewith  a  tabulation  of  the  variations  *n 
plumbing  and  sewage  materials  as  stipulated  in  the  various  building  t<Hl»'^ 
throughout  the  United  States. 

It  will  be  noticed  that  there  Is  a  vast  difference  in  the  kinds  and  qualitJ*^ 
of  these  materials  to  such  an  extent  that  costs  of  buildings  are  larpely  in 
creased  in  a  great  many  Instances ;  and,  further,  that  modern  sanitation  is  eD 
dnngered  due  to  the  fact  that  a  great  many  cities  through  the  country  have  »• 
idea  of  the  value  of  good  sanitation. 

A  (lover nment  agency,  free  from  local  bias  or  special  interest,  could  establish 
the  bas'c  principles  for  building  ordinance  to  the  enormous  advantage  of  tlif 
building  industry.  The  result  would  be  not  only  lower  costs,  but  b€*tter  build- 
ings as  well. 

The  evidence  submitted  herein  Is  proof  positive  that  for  the  good  of  the 
Nation  at  large  the  committee  should  take  definite  action  to  obtain,  by  legisla- 
tive or  equally  mandatory  procedure,  a  national  basic  building  ccMle  containing 
uniform  provisions  governing  the  restrictions  upon,  and  the  utilization  of,  all 
materials  commonly  used  In  the  construction  of  buildings. 

Respectfully  8ubmltte<l. 

Whabton  Clay,  Chainnnn. 

A.  C.  Irwin. 

B.  H.  JnxsoN. 
V.  G.  Marani. 

C.  E.  Paul. 

L.  P.  Keith,  S^e<retanf^ 

LOSSES  OF  HOUSING  DUE  TO  FIRE  WASTE. 

In  1918  there  were  approximately  20,000  houses  built.    During  the  sanw  yea 
there  was  approximately  $63,000,000  of  loss  in  residential  occupancies  ptld  *».♦ 
the  fire  insurance  companies  (this  is,  of  course,  less  than  the  total  losswdue  n« 
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noninsurance  of  many  houses)  ;  figures  furnished  by  the  National  Board  of 
Klre  Underwriters.  Sixty-three  million  dollars  would  construct  about  16,000 
$4,000  houses  (above  the  cost  of  the  average  house).  During  this  period  only 
20,000  houses  were  built.  In  other  words,  the  fire  loss  in  residential  construc- 
tion was  almost  as  great  as  the  value  of  the  housing  constructed  that  year. 

Fifty-three  per  cent  of  all  the  fires  reported  in  Wisconsin  last  year  were  in 
places  of  residences,  there  being  1,395  residence  fires  and  112  flat  building  fires. 
To  quote  J.  E.  Florin,  superintendent  of  fire  prevention  of  Wisconsin :  '•  Why 
burn  125  houses  a  month  when  we  have  far  from  enough." 

In  1917  the  loss  was  $66,000,000.  It  la  understood,  of  course,  that  this  does 
not  indicate  that  16,000  houses  were  burned  to  the  ground,  but  that  the  same 
anioont  of  Labor,  transportation,  and  material  which  were  lost  could  have  been 
converted  into  16,000  houses,  a  very  material  yearly  contribution  to  our  housing 
shortage. 

Ninety-six  per  cent  of  all  fires  originate  within  the  house  on  which  the  loss 
is  paid.  The  balance  of  4  per  cent  is  due  to  conflagration,  but  the  great  majority 
of  fires  originate  and  are  stopped  by  the  fire  department  within  the  individual 
house. 

Approximately  99  per  cent  of  the  housing  construction  normally  has  woo<l 
stud  partitions  and  wood  joists — a  very  economical  construction  but  usually  not 
lirotected  to  a  suflftdent  degree  of  security  against  fire.  Data  as  to  the  spread 
of  fires  to  homes  may  be  obtained  from  the  statistics  credited  to  the  National 
Hoard  of  Fire  Underwriters  printed  in  Fire  Protecticm  Magazine.  Cincinnati, 
li^ued  June,  1920,  and  has  been  found  to  have  been  compiled  by  chief  of  New 
York  fire  department,  John  Kenlon,  as  follows ; 


Manner  of  extension  of  fires  fn  tenements  in  Nev:  York  City. 


Percentage 
of  total. 

LoftK 1. 3 

I  HK>rs 4. 0 

Unnibwaiter  shaft 13.8 

KliK^ring 14. 2 

Halls  and  stairways 8.5 


Percentage 
of  total. 

Lath  and  plaster  partitions 28.6 

Light  and  air  shafts 5. 8 

Pipe  recesses 11.7 

Windows 12. 1 


The  ratio  of  fire  losses  to  value  of  new  buildings  (all  classes)  for  the  last 
16  years  In  171  cities  in  the  United  States  was  0.265.  In  other  words,  over  25 
per  cent  of  the  value  of  the  new  buildings,  of  all  classes,  was  lost  each  year 
doe  to  fire.  This  information,  published  in  Concrete,  in  Architecture  and  Engi- 
neering, and  reprinted  In  Fire  Protection,  Cincinnati,  June,  1920,  based  on 
n^refl  on  buildiixg  values  compiled  by  the  American  Contractor,  Chicago,  as 
compared  to  fire  losses  complied  by  Bradstreet's  report  of  January  17, 1920. 

As  a  va.st  majority  of  houses  contain  wood  construction,  the  most  logical  and 
mast  effective  recommendations  are  those  which  will  deal  with  the  protection 
of  wood  construction  against  fire. 

The  points  most  vulnerable  to  attack  by  fire  are : 

Bearing  partitions  and  stud  exterior  walls,  including  the  usual  inefficient  fire 
stop  at  Juncture  of  floors  and  partitions. 

CelllngB  under  inhabited  floors,  especially  over  heating  plants  and  coal  bins. 

At  chimney'  breasts,  around  flues,  and  back  of  kitchen  ranges. 

Stair  wells  and  under  stairs. 

While  the  instances  of  conflagration  develop  a  very  spectacular  object  lesson 
•»f  housing  loss,  it  must  Ik*  always  remembered  that  the  everyday  fire  which 
iKVurn  here,  there,  ami  ev^rywh**rt*  every  few  minute's  throu;r!iout  the  Unitwl 
States,  originating  within  the  house  and  never  getting  beyond  it,  produces  the 
greater  loss. 

The  latest  estimates  on  loss  of  life  due  to  fires,  made  at  a  conference  between 
the  National  Board  of  Fire  Underwriters  and  the  Fire  Marshals*  Association, 
places  the  loss  at  23,000  persons  per  year.  Information  was  obtained  from  Mr. 
Brearley,  National  Board  of  Fire  Underwriters,  New  York.  The  economic  value 
of  28,000  lives  is  considerable.  If  each  one  of  these  lives  was  reckoned  as  of 
an  economic  value  of  $5.(MN).  this  wouhl  amount  to  a  loss  of  $125,0<HMHlO. 

All  of  the  above  Information  has  been  brought  to  light  through  an  investiga- 
tion for  the  metallic  lathing  manufacturers,  ami  In  my  opinion  transcends 
tbdr  commercial  interest.  Because  of  its  relation  to  housing  conditions,  It  be- 
ciftBta  a  matter  of  nationally  important  public  concern. 
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It  is  evident  that  losses  due  to  fire  in  residence  construct  if  m  are  a  ctjoRtiuit 
<lrain  upon  the  housing  resources  of  this  Nation.  There  are  economi<!al  mate- 
rials available  which  can  be  employed  in  even  the  most  modest  houses  tu  prci- 
tect  the  structural  wood  members  for  about  an  hour.  Studies  by  your  own 
subcommission  of  experts  and  such  agencies  as  the  Underwriters'  Laboratories 
and  Bureau  of  Standards  should  be  given  full  publicity,  and  more  stringent 
restrictions  by  building  ordinances  or  Government  authority  should  be  prouiul- 
gated  to  conserve  the  terrific  life  and  property  loss  which  is  occurring  in  this 
country  every  day  and  has  no  parallel  in  any  country  in  the  world. 

The  Chairman.  I  may  say  for  your  information,  ladies  and  gen- 
tlemen, that  our  committee  about  a  month  ago  asked  a  number  of 
building  experts  not  only  to  study  this  very  thing  that  you  have 
suggested  but  also  to  work  out  and  recommend  to  us  modification 
of  the  building  laws  in  the  several  cities  of  the  country,  for,  as  I 
repeat,  to  develop  construction,  having  in  mind  the  fact  that  con- 
struction is  100  per  cent  to  200  per  cent  behind  prewar  conditions. 
We  considered  perhaps  that  we  might  rush  out  some  systems  that 
would  help  the  man  of  moderate  means  to  build  a  house  at  a  lesser 
costj  also  having  in  mind  the  various  things  that  you  propose, 

Mr.  Clay.  Thank  you. 

Mr.  Jahme.  The  witness  that  we  desire  to  produce  is  Mr.  W.  i\ 
Eobinson,  president  of  the  Underwriters'  Laboratories. 

STATEMENT  OF  MB.  WHUAXL  C.  ROBDraON,  PRESIDENT,  TTNDEE- 

WRITERS'  LABORATORIES. 

Mr.  Robinson.  Mr.  Chairman.  I  have  only  a  very  brief  statement 
to  make.  I  found  that  Mr.  Clay  s  paper  has  discounted  very  largely 
what  I  desire  to  say. 

The  destruction  of  dwellings  and  living  houses  is  to-day  fast 
approaching  your  construction,  if  it  does  not  exceed  it.  It  seems 
to  me  that  this  committee  ought  to  prize  a  position  in  their  work 
that  could  very  forcibly  call  attention  to  the  American  public  to 
the  necessity  for  conservation  of  the  buildings  that  were  already 
created.  It  is  a  serious  commentary  on  our  people  where  perhaps 
75  per  cent  to  80  per  cent  of  these  losses  that  are  burning  up  dwell- 
ings are  easily  preventable. 

The  methods  of  preventing  these  losses  are  usually  simple  and 
often  inexpensive.  The  question  of  the  fire  stopping  with  the  hollow 
spaces  of  the  building  ordinarily  made  and  most  frequently  mad^ 
of  studded  construction,  wood  construction  is  a  matter  of  simple 
precautions  in  building,  of  stopping  all  of  these  flues  up,  which 
soon  caused  fire  to  envelop  the  entire  structure,  which  menaces  not 
only  the  entire  structure  but  the  people  who  live  in  it. 

It  is  an  established  fact  that  to-day  the  interior  finish  of  building 
is  depreciating  in  value  and  not  only  as  a  permanent  structure  but 
in  its  fire  resistance.  When  I  say  to  you  tnat  in  a  freely  burning 
fire  the  average  wood  lathe  and  plaster,  the  interior  finish  of  a 
building,  will  last  less  than  five  minutes  before  it  communicates  fire 
to  the  hollow  spaces  of  that  building,  it  may  be  appreciated  what 
the  menace  is,  saj'  that  is  considering  a  plaster  fimsh,  brand-ne^ 
and  properly  seasoned,  and  plaster  finish  without  the  usual  cracks 
and  deterioration  and  openings  which  form  by  settlement  and  changes 
in  the  building. 
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That  feature  alone,  the  exposure  of  the  stairways  through  which ' 
fire  occurs,  particularly  from  the  basement  of  dwellings,  and  the 
care  of  the  interior  finish  and  the  fire  stopping  in  the  const inic-  . 
tion  would  reduce  those  losses  that  you  are  now  suffering  tremen- 
dously. It  seems  to  me  that  if  the  attention  was  called  to  thisscom- 
mittee,  I  don't  believe  that  they  can  do  much  more  than  that,  for 
it  would  be  brought  to  the  attention  of  the  public  through  a  medium 
which  would  bring  the  matter  seriously  to  their  attention.  That  is 
the  burden  of  my  remarks. 

The  Chairman.  Thank  you  very  much.  Miss  Sears,  will  you  please 
give  your  name  and  address  to  the  reporter? 

Miss  Sears.  Amelia  Sears,  168  North  Michigan  Avenue,  assistant 
superintendent  of  the  United  Charities  of  Chicago. 

The  Chairman.  Miss  Sears,  have  you  a  statement  prepared  that 
jou  wish  to  make  ? 

STATEMENT  OF  MISS  AMELIA  SEABS,  STTPEBDrrENSENT,  TJITITED 

CHARITIES  OF  CHICAGO. 

Miss  Sears.  Yes ;  I  have  gathered  together  such  data  as  the  United 
Charities  offers.  First,  I  want  to  extend  the  appreciation  that  our 
organization  of  the  United  Charities,  dealing  with  the  people  in 
the  city  who  are  dependent  and  unable  to  support  themselves,  wants 
to  express  to  Senator  Calder  for  inaugurating  this  investigation,  and 
this  (commission,  because  of  Mr.  Kosenthal's  pointing  out,  nothing, 
of  course,  comes  closer  to  us  and  the  people  we  serve  than  the  hous- 
ing situation. 

In  a  hasty  survey  of  approximately  500  families  living  in  500 
clifferent  homes  10  district  superintendents  found  approximately 
2<N)  instances  of  inexpressibly  oad  housing  conditions  in  the  city. 
Of  course,  this  only  represents  a  portion  of  the  bad  portions  in  the 
city.  A  ride  on  our  elevated  trains  at  any  time  of  the  day  or  night 
wiil  reveal  the  tremendous  need  there  is'  for  improvement.  Those 
had  conditions  fall  into  a  dozen  specifications. 

The  basement  and  cellar  are  dwelling  places.  I  will  come  back 
to  this  in  a  minute.  The  dark  rooms,  the  dilapidation,  the  insani- 
tarv  <onditions,  and  the  insufficient  light  from  200  families  living 
uncier  those  dark  conditions  can  be  gathered  together  and  produced 
within  a  couple  of  hours  if  desired. 

Now,  for  the  basement  and  cellar  dwelling.  You  know  Chicago 
has  a  particularly  peculiar  situation,  because  our  streets  have  all  been 
raised  above  the  natural  grade;  therefore  the  houses  are  beyond  the 
.street  level  and  the  rear  is  on  the  level.  These  people  live  in  these 
iiasements  with  the  front  windows  looking  up  on  a  solid  wall  of  the 
street.  The  sanitarv  bureau  of  the  department  of  health  can  not 
vacate  those  old  buildings,  can  not  condemn  and  order  vacated  those 
basements.  Water  flows  in,  because  they  are  below  the  street  level. 
The  light  is  shut  out,  and  the  ventilation,  and  it  is  not  necessary 
to  p4>int  out  the  difficulties  connected  with  that.^ 

The  Chairman.  Are  there  no  laws  here  in  this  city  that  forbid  the 
occupancy  of  rooms  that  have  not  got  access  to  the  open  air,  either 
direct  or  indirect  t 
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Miss  Sears.  No.  We  have  two  codes  really  in  the  city,  one  deal- 
ing with  the  construction  of  new  building  which  is  or  was  when  it 
was  passed,  very  good.  Then  the  other  one  deals  with  the  existine 
buildings*  We  have  hundreds  of  rooms,  bedrooms,  and  rooms  used 
for  sleeping  rooms,  and  thousands  in  the  city  which  have  no  access 
to  light,  and  we  have  no  redress  or  law  compelling  that  they  shall 
be  made  accessible  to  outside  light. 

The  Chairman.  We  have  a  tenement-house  law  in  New  York  City 
where  the  room  must  either  have  direct  access  or  have  a  large  open 
space  connectinff  with  another  room  that  has  direct  access. 

Miss  Sears.  We  have  practically  that.  The  law  is,  I  think,  that  it 
must  have  either  direct  access  to  the  open  air  or  must  open  into  a 
room  that  does  have  access,  so  it  practically  comes  to  the  same  thing. 

Then  with  the  buildings  constructed  as  they  are  in  the  city,  as 
Mr.  Rosenthal  pointed  out,  three  and  four  on  a  lot  and  built  before 
our  present  restrictions  about  crowding  buildings  together  came  up, 
we  have  brick  walls  right  against  the  windows  of  other  houses. 
Those  all  are  old  buildings  ana  were  in  existence  before  the  new  laws 
went  through.  We  really  have  no  redress.  We  know  of  those  dark 
rooms  where  the  light  has  to  bum  day  and  night.  The  same  thing  is 
true  in  the  matter  of  dilapidation  where  we  have  damp  rooms  from 
a  literally  broken  wall,  leaking  roof,  broken  gutters  and  drain  pipes 
and  down  pipes,  broken  floors,  and  improper  ventilation.  There  are 
houses  set  right  on  the  ground,  and  in  wet  weather  the  water  seeps 
right  in. 

In  addition  to  these  conditions  there  are  other  troubles,  the  in- 
sanitary conditions.  There  are  many  houses  in  which  there  is  no 
water  supply,  the  water  has  been  turned  off,  the  plumbing  is  out  of 
order.  There  is  no  way  to  take  care  of  the  pipes.  That  is  one  of  the 
great  troubles  in  the  winter,  and  it  is  due  to  the  open  basement,  the 
failure  to  inclose  the  water  pipes,  and  therefore  to  permit  them  to 
freeze  over  and  over  again^  We  have  instances  where  processes  were 
taken  against  the  lanolord  in  December  to  thaw  out  the  water  pipes 
and  the  case  was  finally  disposed  of  in  the  next  July. 

Chicago  has  another  trouble,  which  Mr,  Rosenthal  referred  to, 
and  that  is  what  is  known  as  water-closets,  and  during  the  winter 
time  these  are  not  flushed ;  they  are  outdoors ;  they  freeze.  They  are 
under  the  sidewalks  and  in  the  back  yards  and  usea  by  large  numbers 
of  families.  In  the  outlying  portions  of  the  city  that  have  recently 
been  brought  into  the  city  there  still  exists  privy  vaults.  With  these 
conditions  to  cope  with,  naturally  the  people  that  live  with  these 
conditions  that  I  have  described  are  those  with  the  very  minimum 
income.  I  doubt  if  you  could  find,  for  instance,  one  man  belonging 
to  a  union  living  under  exactly  these  conditions. 

The  larpe  number  of  houses  and  dwellings  which  are  in  these  con- 
ditions will  demonstrate  that  this  situation  can  not  be  coped  with 
by  private  effort.  If  Chicago — and  I  am  speaking  only  for  Chi- 
cago— is  to  be  relieved  of  its  present  conditions,  it  seems  as  though  it 
must  be  through  Federal  effort.  We  have  the  example  of  the  Conti- 
nent! and  we  have  had  the  example  in  England,  and  we  have  a 
precedent  for  Federal  assistance  through  our  established  homestead 
acts,  etc.  The  problem  here  seems  to  be  too  great  to  be  successfully 
coped  with  by  private  effort  and  private  organization  as  we  ha^ 
seen  it  so  far. 
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Senator  Kenton.  What  do  you  find  as  to  sickness  in  these  places 
such  as  you  have  described  ? 

Miss  Sears.  There  is  a  constant  run,  of  course,  prin^arily  of 
respiratory  diseases;  one  family  infected  from  another,  and  they 
move  out  and  the  next  is  infected.  There  is  one  thing  we  escape 
here  that  New  York  has,  through  their  high  buildings  and  others, 
we  do  not  begin  to  have  as  much  cardiac  trouble  from  climbing  the 
stairs.    We  have  very  few  tenements  above  three  stories. 

The  Chairman.  Do  you  think  that  is  a  better  thing? 

Miss  Sears.  Much  better. 

The  Chairman.  To  walk  upstairs? 

Miss  Sears.  No.  It  is  better  to  avoid  those  high  flights,  because 
in  this  way  the  babies  can  be  gotten  down  and  outside  and  yet  they 
can  avoid  exactly  that  one  thing. 

Senator  Kenton.  What  about  the  moral  conditions? 

Miss  Sears.  Well,  too  much  can  not  be  said  on  that  score.  It  can 
be  emphasized  in  a  thousand  wavs.  With  no  yards  that  you  can  call 
yards.  Thev  may  be  6  feet  of  space  between  the  front  and  rear 
houses,  in  which  40  children  play.  It  is  no  unusual  thing  to  have  50 
people — literally,  50  people — living  on  a  25-foot  lot,  just  as  Mr. 
Rosenthal  said. 

Senator  Kenton.  That  is  including  the  children? 

Miss  Sears.  Yes ;  50  people,  not  a  family. 

Senator  Kenton.  In  these  kind  of  homes,  are  there  a  good  many 
children? 

Miss  Sears.  Always. 

Senator  Kenton.  Underfed  and  undernourished  ? 

Miss  Sears.  They  run  far  above  the  Federal  estimate  of  4.9  people 
per  family. 

Senator  Kenton.  In  your  work  do  you  observe  whether  malnu- 
trition has  much  effect? 

Miss  Sears.  Yes;  inevitably;  the  United  Charities  would  have  a 
large  amoimt  of  that,  because  families  only  come  after  they  have 
had  a  long  period  of  the  debilitating  diseases  and  loss  of  support  of 
all  sorts. 

Senator  Kenton.  Could  you  tell  how  many  people  the  United 
Charities  helped  last  winter? 

Miss  Sears.  Actually  coming  to  the  United  Charities?  There  were 
7.000  families,  and  probably  that  would  be  approximately  35,000 
people. 

The  Chairman.  Still  during  the  last  few  years  there  have  been 
fewer  than  previously  ? 

Miss  Sears.  Twenty  per  cent  less  this  year,  ending  October,  1920, 
than  the  year  ending  October,  1919. 

The  Chairman.  You  want  to  prepare  for  a  busy  winter? 

Miss  Sears.  Indeed,  I  am  sorry  to  hear  that.  I  will  be  glad  to  send 
you  a  statement  of  this,  a  written  statement,  if  you  care  to  have  it. 

The  Chairman.  If  you  feel  so  disposed.    Thank  you. 

The  Chairman.  Miss  Richardson,  will  you  give  your  name  to  the 
reporter? 

Miss  Richardson.  Eleanor  Richardson. 

The  Chairman.  Will  you  kindly  state  what  your  position  is  and 
whom  you  represent? 


936  RECONSTRUCTION  AND  PRODUpTION. 

STATEMENT  OF  HISS  ELEANOR  RICHASBSON,  EXECUTIVE  SECBE- 
TARY,  YOTJNG  WOMEN'S  CHRISTIAN  ASSOCIATION. 

Miss  Richardson.  I  am  executive  secretary  of  the  Yoiing  Wojnen's 
Christian  Association  of  Chicago  and  metropolitan  secretory  of  the 

I  received  a  telegram  from  our  national  housing  secretarv  asking 
me  to  speak  for  the  national  board  of  the  Young  Women's  Christian 
Association  at  this  time  as  well. 

The  Young  Women's  Christian  Association  believes  that  a  housing 
investigation  to  be  complete  must  not  only  consider  the  family  units 
but  also  the  women  who  come  in  from  the  out-of-town  districts  to  rein- 
force the  business,  the  industrial,  mercantile,  and  commercial  inter- 
ests of  our  city.  There  never  has  been  a  thorough  survey  made  of 
these  women.  We  do  have,  as  the  Young  Women's  Christian  A^- 
ciation,  definite  facts  to  present  to-day  which  would  show  an  amazing 
result  if  such  a  survey  should  be  made. 

In  Chicago,  before  the  war,  we  were  staggered  by  the  number  of 

firls  that  were  turned  away  from  our  three  residences  and  our  six 
lleanor  Club  homes.  During  the  war  young  women  came  into  the 
city  to  take  the  places  of  the  men  that  were  called  to  the  colors,  anil 
there  was  no  housing  construction  for  them  at  that  time. 

During  the  war  the  men's  salaries  and  wages  were  increased  very 
much  more  rapidly  and  to  a  greater  extent  than  the  women's,  so  that 
the  landladies  who  had  beds  to  rent  could  auction  their  beds  off  to 
the  higliest  biddei:s.  Therefore,  generally  to  a  man,  who  could  always 
outbid  the  woman.  Since  the  war  of  course  many  of  the  war-time 
workei-s  have  returned  to  their  homes,  but  there  have  been  many, 
many  other  women,  we  find,  in  an  almost  equal  proportion  venturing 
forth  from  their  homes  by  the  attractiveness  of  comparatively  liigh 
wages,  and  again  no  construction  has  come  to  serve  them.  We  know 
that  there  are  78,000  women  employed  in  our  loop  district  down 
here,  bounded  by  the  elevated  road.  We  don't  know  how  many  of 
them  have  come  into  the  city,  but  we  do  know  that  on  the  other  side 
of  the  Chicago  Kiver  in  ward  21,  there  are  in  lodging  houses  there, 
5,000  women;  meaning  5,000  women  who  work  among  the  78,(»<^ 
women  in  lodging  houses,  who  have  come  into  the  city  to  reinforce  the 
industrial  and  mercantile  interests  of  the  city. 

There  we  find  juvenile  crime  pretty  high.  We  find  practicallv  n»» 
parlor  privileges  for  these  5,000  girls,  and  no  places  for  them  to  han* 
wholesome  recreation.  We  read  in  the  first  page  of  the  Chica^ 
newspapers,  some  five  months  ago,  that  one  of  the  public  utility  com- 
panies of  the  citv  had  opened  up  a  home  in  order  to  secure  their  girl? 
for  efficient  service  lo  the  public  in  that  same  ward. 

Now,  we  have  reason  to  believe  that  the  situation  in  Chicago  i^ 
dangerous  in  relation  to  its  young  women.  There  are  at  the  present 
time  in  the  city  30  resident  clubs  for  young  women,  with  a  total  num- 
ber of  beds  ot  2,639.  Fifty  of  those  are  for  colored  women,  two 
colored  homes. 

From  September  27  to  October  27,  this  year,  the  three  Y,  W.  C  A 
homes  and  the  six  Eleanor  Clubs  turned  away  1,600  girls  seeking 
permanent  accommodations  from  those  nine  homes.  Not  to  be  guilty 
of  inflation  of  figures,  we  would  be  willing  to  grant  that  it  was  750 
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«rirls  instead  of  1,500,  because  the  girls  would  go  to  the  Eleanor  Clubs 
and  then  come  on  to  the  Y.  W.  C.  A. 

Our  room  registry  bureau  in  ,the  last  six  months  has  had  1,600 
applicants  coming  to  them  for  rooms,  and  we  have  only  been  able  to 
place  1,000  of  the  1,600. 

We  have  on  our  room  registry  list  at  the  present  time  306  available 
rooms,  94  renting  for  $5  a  week,  144  renting  for  more  than  $6,  and 
*>nly  67  under  $6  a  week,  and  yet  the  average  salary  of  these  1,600 
women — 800  of  those  1,500 — the  average  salary  is  under  $22  a  week. 

Now,  if  they  have  to  pay  $5  a  weeK  for  their  room  and  get  their 
meals  and  support  themselves,  clothes,  and  car  fare,  and  what  not, 
you  can  see  that  they  can  not  live,  giving  $20  for  room  rent  apart 
from  their  meals  out  of  their  $88  wages  earned  a  month. 

To  our  knowledge  there  is  no  plan  for  an  extension  of  housing  for 
women  under  these  resident  cliibs  in  the  city;  no  concerted  action 
such  as  has  been  tried  out  in  relation  to  the  family  unit  by  the 
i'hicago  Housing  Council.  The  only  thing  the  Young  Women's 
Christian  Association  has  been  able  to  do  is  to  buy  a  lot  for  a  home 
for  girls  as  soon  as  the  funds  are  forthcoming,  to  be  built  on  the 
Xorth  Side. 

In  the  first  two  weeks  in  October  at  our  central  residence,  our 
oldest  and  most  centrally  located  building  in  the  city  turned  away 
574  transients  in  two  weeks,  and  our  room  registry  bureau  in  six 
months  was  able  to  serve  only  131  of  the  531  transients  that  came  to 
them,  and  we  ask  you.  Where  did  the  others  go  ? 

There  seems  to  be  no  accommodations  for  women  transients  in  the 
rity,  and  we  have  28  trunk  lines  coming  into  this  city,  making  Chi- 
cago probably  housing  more  transients  than  any  other  city  in  the 
T^nited  States. 

Whereas  formerly  the  older  transient  women  have  been  accommo- 
<Iated  by  the  Mary  Dawes  Hotel,  which  accommodates  150,  and  the 
Stevenson  Memorial  Home,  which  accommodates  100,  our  room  reg- 
istry finds  they  have  been  filled  the  last  six  months  with  older  people, 
and  therefore  there  isn't  any  place  for  the  older  transient  women. 
The  only  immediate  prospect  the  Young  Women's  Christian  Asso- 
ciation has  in  relieving  this  transient  problem  is  to  vacate  one  of 
the  floors  of  our  old  central  residence  down  here  having  our  room 
registry  bureau  and  find  rooms  in  the  residential  sections  among  the 
private  families  for  the  girls  who  are  now  living  there  as  permanent 
quests  of  the  house. 

The  Young  Women's  Christian  Association,  nationally  and  locally, 
<loi»s  not  feel  that  this  pi*ohlem  in  relation  to  the  housing  for  women 
is  concerned  simply  with  the  minimum  wage,  or  the  wage-earning  girl 
of  such.  We  believe  the  business  and  professional  women  should 
lie  cared  for  in  this  housing  problem.  The  national  asscwiation  has 
l)Iue  prints  in  relation  to  cooperative  methods  of  erecting  small  flats 
and  tenements,  an<l  even  cottages,  to  put  at  your  dis^)osal.  Wo  also 
feel  that  the  third  group  that  should  Iw  considered  is  the  group  of 
business  women«  together  with  the  minimum  wage  earner  and  the 
professional  women. 

We  feel  that  any  adequate  housing  proposition  should  concern  us 
as  citizens  and  not  merelv  as  the  ^.  W.  C.  A.  I  mean,  all  of  us 
togethA  in  the  city  of  Chicago,  with  the  wage  earning  transient 
women,  the  transient  lodger,  and  also  we  must  serve  the  emergency 
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traveler  who  gets  into  some  difficulty,  one  kind  or  another^  as  she 
comes  through  the  city  from  her  home  to  her  destination. 

Now,  the  national  board  of  the  national  association  in  its  conven- 
tion last  May,  in  Cleveland,  voted  to  pledge  itself  to  tr\'  to  focus  the 
attention  of  the  people  interested  in  housing  on  this  program  of 
housing  for  women,  and  have  pledged  all  of  its  resources,  whether  it 
be  blue  prints  or  whether  it  be  its  decreased  cost  of  con^'truction  for 
buildings,  which  it  has,  whether  it  be  the  cost  of  operating  >.uch 
buldings  after  they  are  erected,  at  your  disposal,  Mr.  Chairman, 
and  to  all  other  organizations  interested  in  it. 

Miss  Blanche  Grary,  who  was  formerly  with  th^  model  tenement 
house  work  in  New  York  City,  has  been  our  housing  secretary  on 
the  national  board  for  many  years,  and  it  was  through  our  regrilar 
council  housing  committee,  of  which  Mrs.  Rockefeller  was  chairman, 
that  many  of  our  housing  problems  for  the  munition  workers  anil 
for  the  United  States  Government  uniform  workers  at  Charleston 
were  erected  during  the  war.  We  are,  therefore,  confident  that  our 
housing  department  has  discovered  how  to  build  a  type  of  house 
which  these  girls  can  pay  for  and  which  will  yield  4  per  cent 
on  the  investment.  Four  per  cent  is  not  like  the  6,  7.  and  8  per  cent 
we  have  heard  about  to-day,  but  it  is  an  economic  basis. 

The  Young  Women's  Christian  Association  does  not  feel  that  this 
question  of  housing  can  find  any  solution  any  longer  on  a  charity 
basis.  The  Chicago  association  is  convinced  that  no  drop-in-the- 
bucket  policy  of  any  one  organiation  can  avail  under  present  condi- 
tions, and  that  it  is  time  tor  this  city  to  develop  a  statesmanlike 
policy  and  a  definite  program  to  cover  a  term  of  between  eight  ami 
ten  years  on  lines  which  its  best  minds  believe  will  accomplish  at 
least  the  solution  of  75  per  cent  of  the  housing  of  women.  So,  Mr. 
Chairman,  the  national  board  and  the  local  Y.  W.  C.  A.  pledge  their 
resources  and  cooperation  to  this  goal 

Senator  Calder.  Thank  you,  very  much;  and  we  are  vei-j-  much 
pleased  to  have  your  statement  which  will  be  printed  in  the  record. 
(The  statement  referred  to  is  here  printed  in  full  as  follows:) 

Housing  for  Women. 

beport  of  room  registry  bureai:  of  the  young  women*8  christian  asscicla- 
tion  of  chicago  to  the  committee  ox  reconstructi<»n  of  the  t'xnij» 
states  senate,  november  10,  1920,  chicago,  ujl. 

The  Young  Women's  Christian  Association  helfeves  that  a  htmslng  inv<*stijja- 
tion  to  be  complete  must  consider — 

1.  Housing  for  family  units. 

2.  Housing  for  women  entering  the  large  cities  to  serve  the  industriiU,  m**r- 
cantile,  and  commercial  interests  of  the  city. 

May  we  direct  your  thinking  to  the  latter? 

More  women  In  business  world — no  construction. 

Before  the  war  women  were  pouring  into  the  wage-earning  world  in  a  liage 
steady  stream.  In  Chicago,  before  the  war  we  were  staggered  by  the  numtx^rs 
of  girls  turned  away  daily  from  the  Y.  W.  C.  A.,  the  Eleanor  Clubs,  and  otiier 
placos  to  wliich  they  might  turn  for  suitable  accommodations.  These  num1>er« 
were  greatly  increased  during  the  war  by  girls  filling  the  places  of  the  men 
called  to  the  colors,  in  the  industrial,  mercantile,  and  commercial  establish- 
ments of  this  city;  and  during  that  time  no  constniction  effecting  the  supply 
of  housing  for  their  service  was  undertaken  here ;  during  the  same  time  in«*D'« 
wages  rose  more  rapidly  and  to  a  greater  extent  than  has  been  the  oase  with 
the  women. 
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Hence  landladies  having  beds  to  rent  were  able  practically  to  auction  them 
off  to  the  highest  male  bidder  whose  pocketbook  invariably  enables  him  to  out- 
bid the  women.  Since  the  war,  though  many  war-time  women  workers  have 
returned  home,  yet  other  women  have  ventured  forth  from  their  homes,  at- 
trai'ted  by  comparatively  high  wages.  Yet  no  construction  has  been  put  through 
tliat  affects  the  problem  as  it  has  existed. 

We  have  reason  to  believe  that  the  situation  in  Chicago  is  dangerous  to  its 
^rls  and  women. 

RESIDENCE    CH'US. 

Theie  ai-e  30  diflfc»rer.t  residence  clubs  for  girls  in  this  city  with  2,039  beils  (50 
/or  colored).  From  September  27  to  October  27,  this  year,  the  three  Y.  W.  C.  A. 
residences  and  the  six  Eleanor  Clubs  turned  away  1,300  applicants  seeking 
permanent  board.  The  room  registry  bureau  of  the  Y.  W.  C.  A.,  between 
April  1  and  October  1,  1920,  has  had  1,600  <U)ply  for  permanent  rooms.  We 
placed  1,000  of  them.  At  this  date  there  are  305  rooms  available  on  our  room 
n»Ki.««try  list.  Nineiy-four  rooms  rent  for  $5  a  week,  144  rocmis  J*ent  for  more 
than  $5,  67  rooms  rent  for  less  than  $5.  The  average  calary  of  The  applicants 
Is  $22  a  week,  making  it  necessary  for  them  to  sectire  a  room  imder  $5  if  they 
an*  to  get  three  meals  and  clothing  out  the  remainder.  We  had  expected 
to  erect  a  home  for  200  girls  on  the  North  Side,  but  our  funds  permitted  us 
simply  to  buy  the  lot  this  year  for  the  same. 

TRANSIENT  SITUATION. 

Five  hundred  an<l  eighty-one  women  have  applied  to  the  room  registry  bureau 
In  the  sjime  i)eriod.  We  have  been  able  to  care  for  <mly  130  of  them.  Five 
hundred  and  forty-seven  in  first  two  weeks  of  October  at  central  residence. 
Where  di(i  the  others  go?  There  st*enis  to  be  no  accommodation  for  transient 
girls  and  women  anywhere  in  the  city,  and  with  28  trunk  Unes  coming  into  this 
iuetroiH»lis  there  are  probably  more  transients  here  than  in  almost  any  other 

•  My  in  the  X'nite<l  States.  Our  investigation  has  shown  that  whertMis  formerly 
the  older  women  transients  were  taken  care  of  by  the  Mary  Dnwes  Hotel, 
a(^'omniodating  150,  and  by  tht»  Stevenson  Memorial  Home,  aecommodating  100, 
tliey  have  for  the  i)ast  five  or  six  months  been  ccmstantly  filled,  and  there  seems 
no  pla<*e  for  the  oldt»r  w<»men,  who  can  not  afford  hotel  or  who,  evc»n  so,  find 
the  hotels  filletl.  Our  only  prospect  of  relieving  the  transient  problem  is  to 
Hike  another  fl<»or  of  our  oldest  and  m(»st  poorly  equipped  residence,  and  the 
;:irls  «>ccupying  these  nxans  now  will  Ih*  helpe<l  by  our  room  registry  to  get 
hxiited  In  the  residence  districts  with  private  families. 

DIKKERKNT    (JKOrpS    TO    BE    H(»rSED. 

In  thinking  of  an  ndetimite  housing  program  to  prote<*t  the  girls  who  ccm- 
tribtite  their  toll  to  tin*  prosp«»i'lty  of  the  city's  business  life,  the  National  Y<»ung 
W«»nien*s  4*hristlnn  .\sso4-iation  think  not  only  of  the  minimum  wage  girl  who 
It  is  obvious  nnist  content  herself  with  the  elieaiK»st  a<'(*onnn<Nlation,  and  few 
%unild  eare  to  describe  thai  in  pnhllc.  We  are  also  mindful  (»f  the  lack  of 
siccoiiinaMlations  for  the  higlier-pald  business  and  professional  woman,  and, 
thirdly,  for  the  girl  betNV<M^n  the  latter  and  nilidmum-wage  person;  fourthly, 
for  tlie  women  travelers  who  through  Chieatro — by  that  we  mean  the  girls  and 
wonu'u  in  diffieulties  of  one  kind  or  another  on  their  trip  from  one  place  to 
another. 

NATn)NAL   BOAUn's    KKSOVRCKS Pl.KIHiKn. 

The  national  assoriation  in  tlieir  <'onvention  last  May  voted  and  connnltttMl 
U<<««lf  to  do  any  thin;:  in  its  |miw4M'  to  brim:  the  lun^d  of  hotisini;  for  girls  to  a 
fiMMiK.  and  to  i>nt  its  ri'^innrces.  in<'luditig  blue  prints  of  types  of  building  just 
mentioned,  estinaited  costs  for  tin*  erertioti  of  the  same  (basi^l  on  Kastern 
|frl<'«'9<l,  estimate<l  cost  for  oi>erating  the  same,  at  the  disposal  of  any  natiomil 
or  rlvlc  croups  to  fnrtlier  the  si»lntloii  t»f  \v<Mnen*s  housing.  Miss  niaiu'he  (ieary, 
formerly   ass<H'iat»*d    »vjth    tla»   model   t«»n<  iiients  of   New    York   <Mty,   has   lH»en 

•  Mir  lM»UHlng  exi»ert  all  throntrh  tlie  war,  when  we  built  hoiisini;  ac<*oinmodations 
fi»r  niuultion  worker**  at  the  re<|nest  of  the  <to\ernnient.  and  can  be  reacluMl 
thmiigh  the  national  board.  0(N)  Lexington  Avenue.  New  York  (Mty. 
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BUILDINGS   BUILT  AND  OPERATED  AS  AN   INVESTMENT. 

We  are  coufldent  that  we  have  discovered  how  to  build  and  o|)erate  a  type  (»f 
residence  which  the  jrirls  can  pay  for  and  have  the  residence  yield  a  4  per  cent 
return  on  the  entire  investment;  this  by  way  of  indication  that  the  Youiii: 
Women's  Christian  Association  does  not  believe  that  the  solution  of  Uie 
problem  can  any  longer  be  found  on  the  charity  basis,  bat  on  a  sound  econoniii! 
basis. 

DEFINITE   PBOGBAM   OVEB   TERM    OF    YKABS    BY    ALL  AGENCIES    NKEDEfl. 

The  Chicago  association  is  convinced  that  no  droi)-in-the  bucket  effort  of  any 
one  organization  will  avail  under  present  conditions  and  that  it  Is  time  for 
this  city  to  develop  a  statesmanlike  policy  and  a  definite  program  to  be  carried 
out  during  the  next  8  or  10  years  on  lines  which  the  best  minds  believe  will 
accomplish  the  solution  of,  say,  af  least  75  per  cent  of  the  problem.  Mr.  Chair- 
man, both  the  national  and  local  association  pledge  their  resources  and  coopera- 
tion to  this  goal. 

(Mrs.  Carl  C.)  Alice  F.  Btj^llock, 

President. 
Mrs.  Clifford  W.  Barnes, 

Room  Registry  Chairman. 
Eleanor  Richardson, 

Metropolitan  Exccxitive  Secretary. 

report   of  room   registry   department — list   of   residence   clubs  l^OR  GIKLS. 

.  Chicago,  October,  1920. 
Name  of  club  :  Capacity. 

Augustana  Central   Home__i 20 

Eleanor  Club  Association 720 

Girl's  Friendly  Lodge  (Episcopal) 75 

Immanuel  Woman's  Home 90 

Indiana  House 10) 

Moody  Church  Women's  Home IXW 

St.  Elizabeth's  Home  (Catholic) S3 

Three  Arts  Club m 

Young  Woman's  Home 140 

McKinley  Home  for  Working  Girls 36 

Bethany  Home 25 

Stevenson   Memorial   HW 

Young  Woman's  Boarding  Home  (Salvation  Army) 145 

Jane  Club  2S 

Girl's  Club   (Miss  Gabriel) 25 

Dorothea  Burr 38 

Queen  Esther ^^ 5t> 

Melissa  Evans  Club 22 

West  Side  Christian  Home 25 

Harris  Hall   l<w^ 

Josephine  Club  (Jewish) 3t» 

Christian  Women's  Home HT* 

Central  Residence  Y.  W.  C.  A 328 

West  Side  Residence  Y.  W.  C.  A iU 

Total 2,  5S2 

Central  Residence rooms.-      2(^3 

West  Side do 31 

Indiana    (colored)    do 1*» 

250 

Single  rooms  S4 

Double   rooms    ln() 

Three  in  a  room S 

Four  in  a  room 2 

29) 
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Prices:  $6.50  to  $9,  room  and  three  meals;  $5.r)0  to  $8,  room  and  two  meals. 

At  tills  present  date,  approximately  1,500  girls  are  turned  away  every  month 
from  the  various  girl's  boarding  homes  in  the  city.  The  Eleanor  Clubs  alone 
turn  away  more  than  750  a  month.  Our  Central  Residence  at  830  South 
Michigan  Avenue  is  always  filled  to  overflowing  and  has  1,000  applicnnts  a 
month  asking  rooms. 

The  room  registry  of  the  Y.  W.  C.  A.  meets  the  need  of  housing  for  the  girls 
to  the  following  extent : 

Three  hundred  and  forty  rooms  have  been  listed  the  past  six  months;  76 
rooms  have  been  rejected;  1,600  girls  have  applied  for  rooms;  1,000  girls 
have  been  placed  in  rooms  permanently;  531  transients  have  applied  for  ac- 
<^mniodation8  (about  one-fourth  could  be  taken  care  of). 

At  this  date,  October  27,  there  are : 

Three  hundred  rooms  available  on  the  room  registry  list ;  94  rooms  rent  for 
$5  a  week;  144  rooms  rent  for  more  than  $5  a  week;  67  rooms  rent  for  less 
than  $5  a  week. 

Only  one-third  of  these  rooms  are  located  where  the  girls  wish  to  live.  There 
ar«»  at  presjpnt  on  the  list  only  five  places  where  board  is  given.  The  average 
iMmrding  place  is  $10  a  week.  The  average  salary  of  the  applicants  for  rooms 
is  $22  a  week,  making  the  room  under  $5  the  only  available  one  for  her.  We 
ho\}e  that  this  report  shows  a  very  great  need  for  more  girls'  boarding  homes, 
Nvhioli  is  felt  every  day  in  the  room-registry  department 

There  seems  to  be  no  accommodation  for  the  transient  girls  and  women 
anywliere  in  Chicago,  and  there  are  probably  more  transients  in  this  city 
than  anywhere  in  the  Unite<l  States.  Five  hundred  and  forty-seven  were  turned 
away  from  Central  Residence  the  first  two  weeks  in  October  and  70  came  to  the 
rrMim  registr}%  Arrangements  have  been  made  with  a  woman  who  has  an 
ai>artment  Just  across  the  river,  north,  for  one  double  room  and  one  single 
rtHim.  By  guaranteeing  her  $3.50  a  night  she  keeps  these  rooms  for  room- 
re;:istr>'^  transients,  and  this  helps  a  great  deal. 

Formerly  the  older  women  transients  were  taken  care  of  at  the  Mary  Dawes 
Hotel,  a  lodging  house  of  very  good  type,  accommodating  150,  and  by  the 
Siovenstm  Memorial  Home.  For  the  past  five  or  six  months  these  have  been 
filletl  constantly,  and  there  seems  to  be  no  place  at  all  for  the  older  women 
uho  can  not  aflford  a  hotel  or  who  finds  all  hotels  filled.  Our  only  prospect  of 
nMlevinsf  the  transient  problem  is  to  take  one  floor  of  the  Central  Residenc-e 
for  transients.  The  girls  occupying  these  rooms  will  be  heli)ed  by  the  niom 
red^try  in  getting  located  in  the  residence  district  with  private  families. 

The  Chairman.  Mr.  Patterson,  we  will  be  very  glad  to  have  you 
give  the  reporter  your  name  and  ousiness. 

STATEMEHT  OF  MR.  J.  B.  PATTEBSOH,  CHATRMAW,  TENANTS' 

PROTECTIVE  ASSOCIATION. 

5Ir.  Patterson.  Mv  name  is  J.  R.  Patterson,  and  I  am  chairman  of 
the  Tenants'  Protectfve  Association. 

Mr.  Chairman,  on  behalf  of  the  Chicago  Tenants'  Protective  Asso- 
ciation I  desire  to  say  that  I  am  glad  that  the  humane  note  has  been 
struck  here  so  directly  this  afternoon  by  at  least  three  of  the  speakers. 
We  are  for  the  dollar,  of  course,  but  we  are  for  humanity  first,  and 
ah  the  great  Roosevelt  said,  when  the  rights  of  property  conflict  with 
the  rights  of  humanity  the  rights  of  humanity  should  prevail.  I  am 
sure  that  we  are  all  thrilled  with  Mr.  Rosenthal's  statement,  which  I 
know  to  be  true,  ami  with  that  of  the  two  ladies. 

Chicago  is  in  a  sad  condition.  We  would  hardly  believe  it,  looking 
at  light  and  marble  and  beautiful  woodwork,  but  it  exists.  We  can 
hardly  understand  that  back  of  the  yards  and  in  Little  Italy  and  in 
the  Ghetto  there  are  conditions  that  only  Dante  could  describe. 
Why,  I  beard  of  one  room  where  three  families  lived,  one  family  in 
the  middle,  one  family  over  on  one  wall,  and  one  family  near  the 
other  wall.    There  are  hundreds  of  thousands  of  these  instances,  but 
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I  think  that  we  forget  another  class,  and  that  is  the  so-called  mid- 
dle class,  the  so-called  white-collared  class.  The  union  labor  class 
has  been  enabled  to  get  along  without  many  protests,  because  of  the 
relatively  high  wages.  The  class  that  is  suffering  and  suffering  in 
silence  have  been  the  so-called  middle  class,  the  clerk  class,  the  sales- 
man class,  the  professional  men's  class,  the  small-business  men,  and 
this  represents  a  large  majority  of  the  people. 

Now,  in  this  city  of  Chicago  only  this  class  has  been  represented 
and  that  rather  feebly  perhaps,  the  great  submerged,  those  in  the 
Ghetto  and  along  Chicago  Avenue  and  Division  Street  and  Clyboiirn 
Avenue  and  the  151,000  colored  people  that  are  bunched  in  two  areas 
in  the  city  of  Chicago,  those  great  masses  of  people  are  just  as< 
seething. 

As  president  of  the  Chicago  Tenants'  Association  I  have  been  in- 
vited to  go  all  over  in  every  part  of  the  city.  My  business  is  that  of 
a  member  of  the  staff  of  the  Chicago  Public  Library.  I  am  in  touch 
with  all  parts  of  the  city,  with  75  social  settlements.  It  is  my  bu5i' 
ness  to  try  and  make  life  pleasanter  by  bringing  the  potential  reader 
and  the  book  together.  I  just  simply  say  that  to  show  that  having 
been  born  in  Chicago  on  the  West  oide,  lived  here  all  my  life,  mv 
life  has  been  in  touch  with  the  city,  I  know  something  about  it,  and 
these  three  tribunes  of  humanity.  I  would  like  to  see  them  in  let- 
ters, in  the  largest  letters  printed. 

Now,  Chicago  is  unfortunate  in  this,  that  we  have  thousands  and 
tens  of  thousands  of  old  frame  shacks ;  they  are  too  good  to  puU  down 
and  yet  they  are  reeking  with  filth;  they  are  insanitary,  and  they 
are  getting  worse  and  worse,  and  the  trouble  is  that  they  can  lie 
rented  now  in  this  crisis ;  almost  anything  can  be  rented — old  stables, 
old  stores,  everything  can  be  rented.  When  we  read,  as  in  this 
morning's  paper,  Los  Angeles  has  bought  5,000  tents  from  the  Gov- 
ernment we  wonder  how  the  tents  out  on  want  Park  would  look. 
But  perhaps  it  is  a  little  too  cold  for  them.  There  are  some  things 
we  can  not  do. 

We  turn  away  from  our  own  best  interests,  sometimes,  Mr.  Chair- 
man. We  tried  first  cooperation  and  then  arbitration.  The  Gov- 
ernment has  put  its  stamp  upon  arbitration.  We  tried  it  with  the 
Chicago  Real  Estate  Board  and  the  Cook  County  Beal  Estate  Board. 
The  tenants  tried  to  bring  the  tenant  and  the  landlord  together. 
We  failed  almost  altogether.  It  was  almost  a  total  loss,  because 
many  of  the  landlords  said,  "  We  have  nothing  to  arbitrate.*'  We 
failed  then.  The  city  council  tried  to  do  something,  but  there  was  no 
law  on  the  subject.  We  went  to  the  Government,  to  the  governor 
of  the  State  on  the  17th  of  August.  We  have  not  heard  from  him 
since.  We  asked  for  a  special  session.  We  are  looking  forward  to 
the  regular  session  in  January;  but,  after  all,  we  come  to  this  con- 
clusion, that  we  ought  to  come  to  the  part  of  our  country,  the  part 
of  our  Government  that  after  all  ultimately  brought  about  this  con- 
dition, this  condition  of  limited  housing  coming,  after  all,  from  the 
war,  and  we  are  all  responsible  for  the  war.  The  Government, 
however,  ordered  it  and  directed  it;  and  all  of  the  people  patrioti- 
cally acceded  to  that,  and  so  building  was  stopped. 
.  So  then.  Uncle  Sam  gave  the  order,  and  for  the  good  of  all  laid 
this  burden  upon  us. 
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Now,  who  is  carrying  most  of  the  burden  ?  It  is  the  tenant  class. 
Why  should  the  tenant  class  carry  most  of  the  burden  when  the  whole 
country,  all  classes,  the  worker,  the  rich  man,  the  so-called  middle 
class  and  the  poor  are  all  responsible.  We  think  then  that  the 
United  States  should  lift  some  of  this  burden. 

Now.  among  the  awful  things  regarding  this  home  shortage  that 
might  be  added  to  the  catalogue  are  things  that  make  your  heart 
sad.  Men  come  back  from  the  war  and  find  that  their  landlords 
have  thrown  them  out  and  probably  put  in  slackers.  I  know  of  one 
nian  who  had  three  wounds,  and  who  was  cited  by  the  British  and 
French  Governments  four  times,  and  the  party  had  five  children,  was 
thrown  out  of  his  home.  It  is  almost  unbelievable  that  tenants 
in  this  town  have  been  thrown  out  because  they  break  the  lease 
which  provides  there  should  be  no  children  in  that  home,  and  when 
God  blessed  that  home  with  children  they  were  cast  out.  That  is 
almost  unbelievable.  This  condition  is  conducive  to  practice  pre- 
varication. A  woman  who  had  to  move  out  knew  well  the  objec- 
tion on  the  part  of  many  landlords  to  children.  What  did  she  do? 
She  sent  her  four  children  to  Graceland  Cemetery  and  let  her  chil- 
dren stay  there  all  day,  spend  the  day,  have  a  picnic  there.  She  went 
to  a  certain  landlord:  "How  about  children?"  "Four;  they  are  all 
in  Graceland  Cemetery."   The  lease  was  signed  and  they  moved  in. 

The  Chairman.  I  understand  that  worked  in  Brooklyn  and  in 
Greenwood  Cemetery  in  New  York.  That  undoubtedly  occurred 
here,  but  it  is  20  years  old. 

Mr.  Patterson.  The  profiteers  in  Germany  are  taken  a  little  better 
care  of  than  they  are  here.  I  understand  they  send  them  to  jadl,  and 
in  other  places  they  put  yokes  around  their  necks. 

Senator  Kenton,  What  are  your  remedies,  Mr.  Patterson? 

Mr,  Patterson.  Well,  the  farst  great  one.  Senator,  is  agitation. 
The  comfortable  people,  the  people  that  are  well  housed,  are  loath 
to  believe  that  these  conditions  exist;  but  every  lover  of  his  country 
knows  that  there  is  a  volcano — perhaps  that  is  a  little  strong — ^but 
there  are  seething  masses,  and  if  hard  times  come  on  the  country, 
then  we  are  coing  to  have  trouble,  especially  in  these  great  cities. 

These  settlement  workers  and  these  school-teachers  and  librarians 
and  that  class  of  people,  they  know  there  is  going  to  be  great  trouble 
in  these  great  congested  districts. 

Now,  first,  agitation  we  want. 

The  press  of  this  city  has  done  noble  work.  They  have  exploited 
thera.  ne  will  do  what  we  can,  but  this  State  is  a  landlord-ridden 
State.  It  seems  as  thouch  we  can  not  get  anything  passed.  We  run 
up  against  a  stone  wall.  So  we  are  delighted  that  the  National 
<  ongress  comes  here  and  listens  to  our  plaints.  Well,  I  say,  first,  we 
want  publicity.  We  want  the  situation  recognized.  We  want  that 
the  riphts  of  human  life,  the  human  comfort,  be  given  precedence 
over  that  of  the  dollar.  We  want  to  hear  less  about  the  dollar,  and  we 
want  to  hear  more  about  what  is  good  for  the  human  part  of  our 
Xation. 

The  Chairman.  We  are  for  you  on  that  very  much.  We  believe 
in  all  of  that,  but  we  have  got  to  get  more  houses;  and  you  can  not 
ixial^  builders  construct  more  houses  unless  it  is  a  profitable  busi- 
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ness  for  them  to  do  it.  Now,  would  you  urge  the  Government  to 
build  houses? 

Mr.  Patterson.  Why  not?  The  Government  builds  houses  for 
monkeys  out  in  Lincoln  Park. 

The  Chairman.  Well,  that  is  very  true. 

Mr.  Patterson.  I  unaerstand  there  is  a  very  fine  aquarium  in  the 
Battery  in  New  York  where  the  fishes  have  homes. 

The  Chairman.  Yes ;  that  is  very  true. 

Mr.  Patterson.  With  no  profiteering  landlords. 

The  Chairman.  That  is  true.  The  city  of  Chicago  builds  homes 
out  in  the  park  for  the  monkeys,  and  we  have  the  Aquarium  in  New 
York.  That  is  all  right.  I  am  strong  for  your  theory ;  but  the  Got- 
ernment  can  not  build  a  thousand  homes  in  Chicago  and  a  thousand 
in  New  York  and  a  thousand  in  St.  Louis  and  a  thousand  in  Los 
Angeles,  for  if  they  do  that  would  be  only  a  drop  in  the  bucket. 
What  we  have  to  do  is  create  a  condition  of  affairs  in  which  people 
who  have  been  building  houses  for  a  century  will  get  in  the  situation 
again,  it  seems  to  me,  because  the  Government  can  not  commence  to 
meet  the  needs. 

I  am  against  a  profiteering  landlord,  but  when  I  stop  the  profiteer- 
ing landlord  I  stop  everybody  else  that  is  building  tenements  from 
building  any  more.  Now,  I  am  wondering  whether  or  not  these 
changed  business  conditions,  which  are  upon  us,  are  going  to  brinjr 
about  activity  again  in  building,  whether  we  are  going  to  get  people 
who  formerly  built  to  build  the  5,000  single-family  houses  you  ou<!ht 
to  build  here  every  year,  the  4,000  tenements  for  10,000  families  yoii 
ought  to  build  every  year,  with  the  same  building  conditions  existing 
all  over  the  country. 

What  we  want  to  do,  if  we  can,  is  to  get  the  private  builder  to  do 
these  things,  and  what  is  the  best  thing  to  do  to  encourage  him  to  tlo 
it.  Will  these  new  conditions  come  in  ?  Will  these  lower  prices  do 
it?  Or  will  we  have  to  resort  to  some  indirect  or  direct  Government 
aid  to  do  it?  That  is  the  thing.  We  are  glad  to  have  your  opinion. 
We  know  the  situation  is  desperate  and  must  be  relieved.  We  are 
wondering,  in  a  practical  way,  how  to  relieve  it. 

Mr,  Patterson.  That  is  enough  for  me.    Thank  you. 

STATEMENT  OF  MR.  FINLEY  E.  BELL,  MANAQEB,  QRAITD  BOTTLE* 
VABD  DISTBICT  PBOPEETY  OWNEBS'  ASSOCIATION. 

The  Chairman.  Mr.  Bell,  will  you  please  give  your  full  name  and 
your  position  to  the  reporter? 

Mr.  Bell.  My  name  is  Finley  E.  Bell,  and  I  am  manager  of  the 
Grand  Boulevard  District  Property  Owners'  Association. 

Senator,  I  will  endeavor  to  be  brief.  I  know  it  is  getting  late.  1 
will  also  file  some  data  or  statistics  with  your  secretary,  which  y<»tt 
can  take  back  with  you. 

When  the  Federal  Government  had  to  act  because  of  the  war,  ana 
contemplated  the  Negroes  in  the  South  and  brought  them  into  the 
southern  camps,  they  found  they  were  not  competent  to  serve  in  the 
colors  and  thev  sent  them  to  Chicago  and  the  large  cities  in  the  North 
in  order  to  help  out  in  the  industrial  fields  and  in  Government  work 
The  Government  made  a  mistake  in  not  providing  suitable  liousin^ 
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conditions  for  a  great  many  of  those  Negroes.  Prior  to  the  war, 
r>6,000  Negroes  in  Chicago,  and  they  lived  in  that  part  of  the  city 
that  is  not  even  a  decent  place  for  colored  men  to  live  in.  The  people 
that  owned  that  district  exploited  these  Negroes;  done  very  little 
repair  work  for  them.  The  Negro's  dollar  does  not  bring  as  much 
as  the  white  man's  dollar.  That  condition  has  obtained  all  through 
the  North,  where  we  profess  to  love  the  Negro,  but  exploit  him. 

Now,  our  Negro  population  was  augmented  from  something  like 
50,000  to  something  like  a  quarter  of  a  million,  and  you  will  not  find 
that  in  the  statistics  of  our  present  administration.  I  refer  to  our 
local  administration.  This  morning  it  was  said  to  you  that  we  were 
increasing  at  the  rate  of  70,000  a  year.  The  health  officer  said  that. 
He  was  followed  by  the  school  superintendent,  who  said  that  the 
school  population,  according  to  your  own  interrogation,  was  increas- 
ing at  the  rate  of  21,000. 

The  Chairman.  Twenty-one  thousand  additional  school  children, 
which  would  mean  an  increase  in  population  of  180,000? 

Mr.  Bell.  Yes.  And  you  also  heard  from  other  city  officials  that 
it  was  150,000.  Statistics  lie,  but  observation  will  back  up  what 
I  ^y. 

Tne  Chairman.  It  is  simply  one  man's  guess  against  another 
man's? 

Mr.  Bell.  Yes.  The  Federal  Government  has  a  good  census  re- 
port. Based  on  that  you  can  get  a  safe  opinion.  If  your  com- 
mittee were  to  view  the  trains  that  come  from  the  South  daily  you 
will  find  the  Negro  population  continuing  to  increase.  An  official  in 
Washington  said  last  week  that  the  Negroes  were  being  importuned 
by  their  friends  in  the  North  to  send  them  money  so  that  they  could 
get  back  South,  and  undoubtedly  when  this  period  that  we  all  seem 
to  anticipate,  and  which  will  come,  no  doubt,  does  come,  many  of 
these  Negroes  will  be  forced  to  go  back  South  or  to  some  other  ])lace 
where  they  can  obtain  emplo}'rtient. 

We  are  not  trying  to  discuss  that  feature.  We  are  considering  that 
the  Negro  is  entitled  to  the  Wst  he  can  get,  but  instead  of  the  white 
man  in  Chicago  helping  the  Negro,  he  has  exploited  him,  and  the 
practice  of  certain  nefarious  real  estate  men — ^not  all  of  them,  but 
s<^me  of  them — have  been  to  put  the  Negro  in  the  middle  of  a  block 
«KM"upied  bj'  white  jjeople,  which  will  have  the  effect  of  depreciating 
the  value  of  the  property  in  the  district;  and  that  has  occurred  in 
the  flistrict  b<^tween  Thirty-ninth  and  Sixty-third  Streets  and  from 
the  Kock  Island  tracks  to* the  Lake,  which  one  of  the  persons  who 
i4-4ified  this  morning  siiid  there  was  some  overcrowihng  in.  In 
•^mie  of  those  flats  that  ai*e  now  occupied  bv  Nep'oes  there  are  14  and 
15  dwelling.  The  beds  never  get  cold.  The  Kegrcws  that  work  in 
the  day  and  night  continually  occupv  the  beds. 

.^^enator  Kexyox.  That  is,  the  night  workers  sleep  in  the  day  and 
the  day  workers  in  the  night? 

>Ir.*BELL.  Yes,  sir.  These  Negroes  first  obtained  employment  in 
the  yards,  many  of  whom  have  since  been  relieved  from  thase  posi- 
tions. I  Ijelieve  I  can  make  the  statement  thev  were  not  found  effi- 
•'ient.  That  is  not  against  them,  however.  They  were  sent  out  to 
the  steel  mills,  and  they  are  now  out  at  (niry  and  South  Chicago; 
but  they  are  compelled  to  travel  long  distances  from  this  so-called 
black  belt  out  here  to  their  places  of  employment. 
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The  Negro  has  not  been  treated  fairly  in  the  way  he  has  been  han- 
dled in  Chicago.  Some  of  these  Negroes,  due  to  political  expediency, 
or  whatever  yon  wish  to  term  it,  have  been  quite  favored.  Some  of 
them  have  amassed  quite  a  bit  of  wealth,  and  they  have  placed  them- 
selves in  the  middle  of  the  white  blocks,  and  that  has  had  the  effect 
of  depreciating  property  in  that  district  to  the  extent  of  $200,000,000. 

Now,  this  has  happened  in  the  last  few  years.  This  is  a  postwar 
condition.  .These  white  people  moved  out,  and  many  of  them,  some 
of  our  oldest  families  in  Chicago.  They  would  tell  you,  and  their 
neighbors  would,  that  they  believe  in  social  equality,  but  they  believe 
in  it  from  the  distance  standpoint.  They  would  move  away.  White 
people  on  the  South  Side  every  day  within  3  miles  of  where  we  are 
sitting  now,  are  being  put  out  of  their  homes  because  of  the  ingress 
of  Negroes  from  the  South,  and  every  day  there  are  foreclosures 
going  on  there,  and  they  will  continue  to  increase  in  severity  as  time 
goes  on.  The  South  Side  can  not  exist  as  at  present.  It  will  either 
be  all  "  black  "  or  all  "  white,"  but  it  can  not  be  black  and  white  in  the 
same  districts.  You  recall  the  terrible  race  riot  that  we  had  here  a 
year  ago.  There  has  been  causes  for  more  incipient  riots  since  that 
time.  We  have  to  do  something  for  the  Negro  by  having  the  philan- 
thropic people  and  the  people  that  love  the  Negro  rehabilitate  the 
Negroes'  district  so  the  Negro  can  find  suitable  housing  conditions 
with  his  own  people  and  not  crowd  over  into  the  white  section  and 
put  the  whites  out,  because  that  is  what  it  amounts  to,  and  you  hare 
to  recognize  the  racial  prejudice. 

I  believe  the  Federal  Government  can  help  in  the  solution  of  this 

r^roblem  by  doing  in  peace  times  just  what  you  did  in  war  times. 

I  ou  built  homes  for  Negroes  during  the  war.     They  were  good 

homes,  too.    I  do  not  mean  shacks  and  places  where  they  can  not 

live,  but  in  houses  that  are  comfortable. 

The  Chairman.  Were  there  any  houses  built  in  Chicago  by  tlie 
Government? 

Mr.  Bell.  No,  sir ;  not  as  I  understood.  I  was  in  war  work  and 
not  here  in  Chicago.  I  believe  legislation  similar  to  the  Federal 
reserve 'act,  legislation  similar  to  the  Federal  farm-loan  act,  in  which 
you  helped  the  farmer — I  believe  you  can  enact  similar  legislation  to 
that  which  will  enable  us,  which  will  enable  the  ordinary  white 
man  and  the  ordinary  colored  man  to  obtain  a  home,  and  what  I 
mean  by  a  home  is  not  necessarilv  a  plot  of  ground  20  miles  from 
where  he  works,  but  a  flat  building,  if  you  please,  with  modem 
accommodations,  that  he  can  own  on  the  cooperative  plan,  and  you 
will  have  to,  in  enacting  this  legislation,  provide,  just  as  you  sug- 
gested a  while  ago,  that  men  who  were  formerly  known  as  speculators, 
perhaps  with  this  educational  work  you  are  doing  you  can  get  them 
to  come  back  to  build  these  houses  and  forget  much  of  the  profits 
that  they  are  now  trying  to  get  back  before  they  start  anything. 
You  know  we  have  a  condition  in  this  country  that  is  called  '^l^ 
George  do  it,"  and  you  can  not  find  out  who  "  George  "  is. 

Senator  Kenton.  What  is  your  association? 

Mr.  Bell.  Our  association  is  an  association  of  property  owner?, 
about  a  thousand^  and  the  district  that  our  work  covers  is  Thirtv- 
ninth  Street  to  Sixty-third  Street  and  from  the  Rock  Island  tracb 
to  the  lake,  perhaps  6  or  8  miles  square.     In  that  district  there  iiv 
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2i),667  flats,  3,340  buildings.  Those  are  the  buildings,  some  of  them, 
which  are  overpopulated  by  Negroes.  There  arQ  moral  conditions 
jmd  other  conditions  that  grow  out  of  that  that  are  very  bad.  I 
think  the  National  Government  can  enact  legislation  that  will  enable 
H  man  to  obtain  a  home.  I  believe  the  exemption  feature  can  be  cut 
<lc)wn  so  that  mone}^  can  be  directed  back  into  prewar  channels. 

The  Chairman.  Are  the  colored  men  in  the  neighborhood  you 
>pak  of  thrifty  ?  Are  they  trying  to  save  their  money,  or  any  part 
of  their  ii^nev? 

Mr.  Bell.  Some  of  the  colored  men  are  quite  thrifty,  but  you  know 
(he  Government  failed  in  a  thrift  way,  and  you  can  not  expect  the 
Negroes  to  do  it.  A  great  many  of  them  are  smart;  they  are  very 
smart.  They  have  white  people  associated  with  them  who  are  very 
tricky.  They  claim  to  help  the  Negro,  and  instead  of  that  they 
I'xploit  him.  They  take  a  second  mortgage  on  the  Negro's  property 
and  discount  it  at  20  per  cent. 

The  Chairman.  Wouldn't  it  be  a  great  thing  for  the  good  people 
of  Chicago  to  interest  these  people  m  a  saving  campaign  whereby 
they  could  put  their  money  in  a  bank  or  in  a  postal  savings  or  build- 
\ng  and  loan  association  to  create  a  little  capital  for  themselves  with 
which  some  day  they  might  buy  a  home? 

Mr.  Bell.   les. 

The  Chairman.  No  better  work  could  be  done  for  these  people 
roining  from  the  South  if  some  one  would  teach  them  to  save? 

Sir.  Bell.  Yes.  The  Negroes  have  been  conducting  loan  associa- 
tions, usually  under  white,  auspices,  and  the  commissions  are  quite 
fair.  What* we  would  like  to  effect  on  the  south  side  is  the  right 
kind  of  a  spirit  of  the  white  people  that  would  enable  them  to  recog- 
nize what  this  means,  and  to  hold  their  own  property,  to  provide 
adtHjuate  housing  for  the  Ne^rro  where  he  will  not  be  in  jeopardy 
and  where  the  white  people  will  not  be  in  jeopardy. 

The  Chairman.  Thank  you  very  much. 

The  Chairman.  Mr.  Jessurun,  kindly  give  your  name  and  your 
representation  to  the  reporter. 

STATEMEHT  OF  MB.  A.  £.  JESSVBUN,  PBESIDENT,  WILSON  AVEITVE 

TENANT  ASSOCIATION. 

Mr.  Jessi  RiN.  My  name  is  A.  E.  Jessurun;  I  am  president  of  the 
W'ils^m  Avenue  Tenant  Association. 

There  has  l)een  a  great  deal  of  talk  about  the  profiteering  and  the 
iiirreasod  cost.  As  I  understand  it,  that  increased  cost  is  on  the  few 
hii tidings.  What  I  want  to  know  is.  on  these  old  buildings,  some  of 
tln-ni  2r>,  30,  and  35  vears  old,  whv  the  rents  were  increased  the  Ist 

^  •-  « 

f»f  last  May  from  75  per  cent  to  150  per  cent  notwithstanding  the 
^.tatements  of  both  real  estate  boards  of  this  city,  public  stateinent-i 
Ml  the  newspapers,  that  the  increase  in  expenses  were  not  over  2.> 
p«'r  cent.  Last  February'  I  received  my  notice,  a  GO-day  notice,  of 
t^Tinination'of  the  lease.  I  called  on  the  agent  and  expected  to 
;».iy  an  increase  in  the  rent.  I  said,  "How  much  is  tlie  increase?"* 
lie  yitiui,  "One  hundred  per  cent.''  Xow,  that  was  tlje  first  advance 
riia<Ie  on  the  North  Side,  made  by  one  of  the  largest  firms  in  the  city 
of  i'iiicago.     The  gentleman  tlmt  is  the  head  of  that  firm  totifie^! 
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here  to-day.  I  said,  "  Do  you  mean  to  say  you  are  going  to  increw^e 
those  rents  100  pe^*  cent?"  He  said,  "  Yes;  and  you  have  got  to  pay 
it."  1  said,  "  1  have  got  to  pay  it?"  He  said,  "  Ves.  What  are  you 
going  to  do  about  itf  I  said,  "I  will  tell  you  what  I  am  going  to 
do  about  it." 

This  statement  was  published  in  the  papers.  I  was  the  first  one 
to  start  the  fight  in  this  city  against  the  rent  hogs,  as  they  call  them. 
I  said,  "If  nobody  else  in  the  city  of  Chicago  fights  I  am  going  tn 
fight  this  thing  to  a  finish  if  I  have  to  sell  everything  I  ^ave  got." 
Ihey  said,  "Do  you  know  who  you  are  fighting?"  I  said,  "  Ves: 
Baird  &  Warner,  one  of  the  largest  firms  in  this  city,  and  Mr.  Baird, 
the  president  of  the  association,  and  it  will  give  me  more  satisfac- 
tion to  lick  him  than  it  will  to  lick  all  the  other  real  estate  men  in  tins 
town." 

Inside  of  one  hour  I  had  a  list  of  the  84  tenants  in  the  two  build- 
ings, the  rents  they  were  paying,  and  when  their  leases  expired.  I 
called  a  meeting  of  the  tenants  that  night.  They  raised  a  fuml  •»!' 
$5  apiece — raised  over  $400  and  engaged  an  attorney.  I  got  out 
that  sign  "  Unfair,"  that  we  hung  in  all  of  the  windows  of  the  M 
apartments.  "  Agents  of  landlord  demands  unreasonable  inrreft>e  of 
rents.  This  apartment  will  not  be  vacated  May  1.  Do  yuu  want  tn 
buy  a  lawsuit?" 

Those  were  the  first  two  buildings  where  those  siga^^  were  ex- 
hibited in  Chicago.  We  stood  pat.  They  were  unable  to  rent  an 
apartment  in  any  of  the  84  apartments.  They  gave  an  option  to  :i 
real  estate  man,  90-day  option,  on  the  two  buildings.  This  man 
thought  if  he  could  get  the  tenant  to  pay  the  increase  of  100  per  cent, 
that  inside  of  90  days  he  could  sell  it  to  some  poor  victim,  and  in  a 
year  or  two  the  poor  victim  would  hold  the  bag.  I  plugged  that 
little  game. 

The  funny  part  of  it  was  that  this  man  that  had  the  option  was  a 
real  estate  agent  on  Broadway,  within  a  mile  of  Baird  &  Warner's 
office.  He  knew  there  would  be  a  howl  about  this  100  per  cejit  in- 
crease, as  that  was  the  first  advance.  Instead  of  him  handling  the 
business  or  the  buildings  in  his  own  office,  he  turns  it  over  to  Baird  A 
Warner,  and  they  fall  for  it.  At  a  meeting  of  the  landlords'  associa- 
tion in  this  city  last  spring  they  made  this  public  statement : 

We  have  jrot  the  tenants  where  we  want  them.  We  are  gciliig  to  shovf  ii 
into  them.  We  are  jjoinp  to  soak  them  a  hundred  per  cent  this  spring,  anoth^-r 
hundreil  per  cent  next  fall,  and  another  hundreil  per  cent  next  si)rinp. 

We  started  to  fight.  We  formed  our  arbitration  boards.  The  Cook 
County  Real  Instate  Board  of  this  city  was  the  only  organization  that 
gave  us  any  assistance.  They  admitted  to  us  that  they  were  selfish 
in  the  matter ;  that  this  agitation  that  I  had  really  started  was  stop- 
ping  all  the  building  operations  in  Chicago.  I  said,  "  What  do  you 
suggest?"'  I  said,  ''Have  an  arbitration  board.  L^t's  decide  on  .'t 
reasonable  increase  and  investigate  a  few  cases."  We  had  an  arbitra- 
tion board,  consisting  of  a  member  of  the  tenants'  association  and  an 
ex-war  board  man,  or  draft  board,  and  a  real  estate  man,  fumishcHl 
by  tlie  Cook  County  Real  Estate  Board  to  act  in  an  advisor}'  capacitv. 
'  We  decided  to  investigate  every  case  where  the  rent  had  been  a«i- 
vanced  over  30  per  cent.  We  allowed  as  high  as  60  per  cent,  because* 
there  were  certain  conditions  connected  with  the  different  buildings 
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where  there  were  certain  improvements,  long  leases,  and  all  that  sort 
of  thing.  Our  object  was  to  get  the  tenant  and  landlord  together,  if 
possible,  andget  them  to  arbitrate  and  keep  the  tenants  in  their  pres- 
ent homes.  We  succeeded  in  arbitrating  over  500  cases.  We  hela  out 
in  our  84  apartments  until  April  28,  when  Baird  &  Warner  sent  for 
us  and  asked  for  our  terms.  Our  ar^ment  was  this :  If  this  owner 
had  had  heavy  mortgages  on  the  building,  used  the  same  mortgage 
in  other  buildings,  and  we  would  be  there  May  1,  he  could  serve  us 
with  eviction  notice,  then  a  summons  to  appear  in  court;  we  demand 
ft  jurj'  trial.  If  we  lost  we  would  appeal  the  case,  judgment  could  be 
taken,  and  it  would  be  a  year  and  a  half  to  two  years  oef ore  the  case 
would  be  settled  in  court.  In  the  meantime  this  landlord  had  all  the 
interest  on  his  mortgages  to  pay,  his  taxes,  his  insurance,  his  janitor 
service,  and  not  a  cent  of  income  for  a  year  and  a  half.  The  result 
was  that  we  forced — I  say  we  forced  Baird  &  Warner  to  come  down 
in  the  rent,  and  made  the  Chicago  Real  Estate  Board  acknowledge 
at  the  conference  at  Springfield  before  Gov.  Lowden  that  they  were 
unable  to  do  anvthing  with  Baird  &  Warner  on  that  building. 

The  Chicago  Keal  Estate  Board,  after  that  conference  in  Spring- 
field, came  back  to  Chicago  and  said,  "We  will  form  our  own  arbi- 
tration l)oard."  They  did  so.  The  first  case  called  before  them  was 
of  a  woman  whose  rent  was  advanced  from  $42.50  to  $90.  They 
called  the  landlord  down  before  this  board.  Too  much.  Too  much. 
Eiphty-five  dollars  is  sufficient,  and  got  them  to  agree  on  $85.  Not- 
withstanding the  statements  of  these  real  estate  men  made  at  the  con- 
ference before  Gov.  Lowden  that  the  rents  have  not  been  advanced 
<»vi*r  40  per  cent — from  20  to  40  jjer  cent — if  you  want  to  see  a 
report  of^the  whole  conference  before  the  governor,  I  have  got  it;  I 
am  the  only  man  in  Chicago  that  has  got  a  complete  report.  I  will 
*-1h>w  you  the  statement  of  the  real  estate  men  that  they  made  down 
at  Springfield,  and  there  isn't  one  of  those  men  would  dare  to  make 
the  same  statement  under  oath.  I  accused  theih  of  having  an  agree- 
ment between  the  landlord  and  the  real  estate  men  to  advance  the 
rent.  They  denied  it.  They  said,  "  Have  you  any  evidence  to  prove 
it?''  I  said,  "No;  I  never  attended  any  of  your  meetings;  you 
would  not  let  me  in,  because  you  know  me  too  well."'  They  knew  I 
was  a  leader  in  the  fight.  I  said,  "  Your  excellencv,  when  you  stop 
to  consider  the  fact  that  in  the  first  time  in  the  history  of  Chicago 
that  every  real  estate  agent,  every  landlord  refused  to  give  a  lease 
for  longer  than  a  year,  notwithstanding  the  statement  or  these  real 
••^-tate  men  here  that  rents  would  be  lower  next  year,  they  also  elimi- 
nated that  (>()-(lay  clause  in  every  lease  that  was  issued  the  1st  of 


I'he  Chairman.  I  am  very  anxious  to  find  out  what  happened  in 
the  building  you  are  talking  al>out.  Did  you  pay  a  hundred  per 
«-t»iit  more? 

Mr  jEHsmrx.  I  should  say  not.  The  landlord  came  across.  We 
l»Aid  40  per  cent  more. 

The  Chairman.  You  ought  to  write  that  out  for  us  and  we  will 
take  it  to  New  York,  and  perhaps  they  can  work  that  ^clienie  out 
in  Che  next  legislation. 
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Mr.  Jessurun.  That  was  the  way  we  worked  it  here,  not  only  on 
that  landlord  but  on  other  landlords. 

The  Chairman.  Now,  of  course,  this  committee  can  not  deal  with 
the  subject  of  rent  charges  in  this  city.  As  I  said  to  the  president  of 
the  renters'  organization,  we  fully  sympathize  with  men  and  women 
who  are  asked  to  pay  these  extortionate  rents.  We  have  no  sym- 
pathy with  profiteering  landlords,  and  there  are  some.  There'are 
some  in  New  York  and  there  are  some  in  Brooklyn,  where  I  live. 
The  thing  we  have  to  do,  have  said  to  him,  is  to  get  some  one  to 
build  more  houses. 

Mr.  Jessurun.  Well,  I  want  to  ask  you,  Don't  you  think  that  what 
we  need  to-day  more  than  houses  is  not  a  building  for  occupancy  by 
one  family,  but  buildings  to  accommodate  from  6  to  50  families? 

The  Chairman.  In  the  city  of  Chicago  so  far  this  year  your  per- 
mits have  been  taken  out  for  80  tenement  houses  as  asrainst  4,000  in 
1916. 

Mr.  Jessurun.  Yes. 

The  Chairman.  Now,  that  means  that  probably  if  these  houses 
average  10  families  a  house  you  provide  for  40,000  families  in  191G 
and  you  provide  for  900  this  year.  Of  course,  you  have  to  get  some 
one  to  build  more  houses? 

Mr.  Jessurun.  Yes ;  that  is  right. 

The  Chairman.  And  the  difficulty  of  the  proposition  you  raise, 
although  I  have  complete  sympathy  with  you,  is  that  the  landlord  can 
base  his  rents  somehow  upon  the  cost  of  the  new  building.  There  is 
nothing  to  prevent  him  from  doing  it  under  the  law.  If  you  can  pre- 
vent him  from  charging  abnormal  rents,  I  congratulate  you,  but  be- 
fore a  man  can  afford  to  build  a  tenement  house  and  get  a  profit  out 
of  it  he  has  got  to  raise  the  value  of  every  house  he  puts  up.  Now, 
that  is  a  business  proposition  that  is  just  as  plain  as  the  nose  on  your 
face.  It  is  to  be  regretted,  but  what  we  have  to  do  in  Chicago  and 
New  York  and  all  the  other  cities  is  to  get  the  people  to  build  more 
houses.    Can  you  suggest  any  way  by  which  we  can  do  that  ? 

Mr.  Jessurun.  No.  The  banks  refused  to  help,  and  I  can  not  see 
that  we  can  get  any  help  from  the  State,  and  all  we  can  depend  on  k 
the  help  from  the  Government,  if  a  man's  wages  are  to  be  reduceil 
and  rents  are  going  to  be  advanced  again  next  spring  from  75  to  lOO 
per  cent. 

The  Chairman.  Of  course,  they  can  not  be. 

Senator  Kenton.  What  you  are  objecting  to  is  the  landlord  having 
charge  of  this  situation  and  raising  the  rents? 

Mr.  Jessurun.  That's  the  idea  exactly.  I  have  got  realljr  no  inter- 
est in  this,  I  am  a  single  man,  but  T  started  the  fight  last  spring,  and  I 
have  been  fighting  ever  since,  and  I  am  simply  living  to  learn,  but  I 
started  the  nght  and  I  am  going  to  stick. 

STATEMENT  OF  ME.  ADOLPH  F.  KRAMES,  KEPEESENTIHO  THS 

SEAL  ESTATE  BOABD,  CHXCAGO,  ILL. 

Mr.  Kramer.  With  your  permission  I  will  read  my  statement 
[reading]. 

We  have  been  living  with  this  problem  for  a  long  time  and  haTe  made  a 
number  of  efforts  to  solve  it.    It  is  part  of  our  daily  business. 

One  of  our  efforts  resulted  In  the  appointment  of  a  committee  whose  duty  it 
was  to  improve  the  housing  situation.  This  committee  was  headed  bj  Mr- 
Henry  G.  Zander,  one  of  our  members. 
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From  the  investigations  made  by  the  committee  it  appears — 

1.  That  there  is  plenty  of  labor. 

2.  There  is  plenty  of  material 

3.  The  price  of  labor  in  Chicago  has  been  stabilized  for  18  months  through 
the  efforts  of  the  committee. 

Much  greater  efficiency  of  the  individual  workman  has  been  promised  and 
is  insured  by  giving  the  employers  the  right  to  discharge  any  man  found  In- 
competent. The  building  trades  unions  have  also  promised  that  there  will 
be  no  Jurisdictional  strikes.  Should  any  disputes  arise  the  men  will  remain  at 
work  until  the  disputes  are  settled. 

We  find  that  we  are  not  permitted  to  use  in  Chicago  any  material  of  cer- 
tain kinds  manufactured  outside  of  Chicago.  Curtailed  production  has  raised 
the  price  of  many  essentials  to  the  building  industry  to  what  seems  abnormal 
iiimresL  Sand,  for  instance,  is  selling  in  Chicago  at  $4  per  2,500  pounds — 
Mbouc  five-sixths  of  a  yard — against  a  pre-war  price  of  about  $1.10  per  full 
:.  ard.  The  reason  assigned  in  the  ca^e  of  this  and  other  raw  materials  is  that 
the  limited  production  is  compelled  to  carry  a  large  overhead.  A  matter  that 
has  caused  considerable  criticism  and  speculation  is  the  fact  that  the  price  of 
brick,  lumber,  and  other  materials  seem  to  be  standard  and  are  quoted  alike 
by  all  dealers  without  the  form  of  competition.  It  is  openly  claimed  tti&t  the 
firiceft  of  building  materials  have  been  stabilized  the  same  as  labor.  How- 
ever, this  condition  does  not  seem  to  help  the  housing  problem  in  Chicago  for 
the  reason  that  no  adequate  returns  can  be  secured  on  an  investment  in 
aiuirtments  and  homes.  For  example:  At  present  cost  of  construction  an 
onlinary  modern  apartment  must  rent  for  at  least  $25  per  room  per  month — 
which  price  is  beyond  the  ability  of  the  average  person  to  pay — and  even  at 
this  figure  does  not  produce  to  the  investor  an  adequate  return  for  his  money, 
e**I>ecially  in  view  of  the  fact  of  the  high  returns  offered  to-day  on  industrial 
iu vestments  and  bonds. 

Another  discouraging  feature  to  the  builder  is  the  fact  that  he  can  purchase 
buildings  already  up  and  tenanted  for  very  much  less  than  a  new  building  of 
Rim  liar  construction  can  be  produced.  The  above  facts  about  apartments  are 
even  more  true  about  the  small  home. 

The  question  of  financing  real  estate  investments  has  become  a  very  serious 
one,  due  entirely  to  the  present  system  of  Federal  surtaxes.  The  investor  who 
formerly  Investetl  at  least  a  portion  of  his  money  in  real  estate  mortgages  finds 
It  more  profitable  to  buy  tax-exempt  securities,  such  as  municipal  bonds.  The 
r<»n ledy  is  either  one  of  two  things :  Remove  the  tax  exemption  from  all  securi- 
tii'R,  or  exempt  mortgages  on  houses  and  apartments  from  FcHlcral  taxation. 

In  view  of  the  serious  condition  of  the  housing  proposition,  it  would  seem 
advisable  to  bring  about  State  and  Feileral  legislation  exempting  from  all  taxa- 
tion buildings  constructed  for  housing  purposi^s  during  the  next  few  years, 
jmd  al«o  the  income  from  such  buildings  for  a  like  period. 

In  view  of  the  above  farts,  any  talk  of  legislation  to  restrict  the  income 
from  real  estate  or  interfere  with  the  management  of  real  estate  ustnl  for 
housing  .s<»ems  preiKisterous,  as  this  would  only  make  the  unfortunat**  condition 
a<  to  housing  existing  to-day  even  worse.  No  investor  is  going  to  put  his  or 
her  monej-  into  a  project  that  does  not  offer  adequate  returns.  There  are  too 
njany  other  opportunities  open. 

The  need  for  sanitary,  modern  housing  is  of  the  utmost  importance  to  the 
stability  and  peri)etuity  of  this  Republic.  Practically  every  investigation  con- 
durte<i  along  this  line  has  shown  conclusively  that  at  present  costs  the  people 
rjtri  not  afford  to  build  homes  for  their  occupancy,  and  the  investor  can  not 
fiffonl  to  build  apartment  buIidiiiKS  and  rent  them  out  at  a  price  the  tenant  can 
.•ifTt»rd  to  pay.  The  natural  conclusion  is  that  no  matter  how  much  we  sny 
iilMiut  stalrflity  of  the  investment,  stability  of  both  laiwir  and  material  for  the 
MXl  year  or  two.  no  adequate  result  can  be  expected  until  prices  conie  down  to 
ti  level  which  the  petiple  can  afford  to  pay. 

The  Chairman.  Mr.  Kramer,  do  you  contend  that  the  housing 
shortage  is  as  great  in  Chicago  as  some  of  the  witnesses  have  stated  i 

Mr«  Kkamer.  I  have  not  heard  the  other  witnesses.  Senator,  but  it 
is  a  fact  that  a  great  many  people  have  doubled  up  because  they 
iviiild  not  afford  to  pay  the  rents.  Two  or  three  families  living  in  a 
^-'inple  apartment,  a  great  many  people  are  living  in  hotels  who  ordi- 
narily would  live  in  apartments;  a  great  many  are  living  in  suburbs, 
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in  places  perhaps  adjoining  golf  clubs  that  never  have  been  occupied 
beiore  in  the  winter  because  there  is  not  adequate  housing,  and  many 
people  are  paying  rents  they  can  not  afford  to  pay. 

The  Chairman.  What  proportion  have  the  rents  increased  over 
prewar  rents  of  old  houses  ? 

Mr.  Kramer.  I  should  say  the  average,  taking  all  classes  of  dwell- 
ings, possibly  about  50  per  cent. 

The  Chairman.  I  think  that  is  about  the  average  in  New  York. 
Some,  of  course,  are  100  per  cent. 

Mr.  Kramer.  Oh,  yes;  some  are  ev^en  more  than  that.  S<ime  are 
onlv  5  and  10  per  cent. 

Along  the  lines  of  the  gentleman  who  just  testified,  I  would  like 
to  call  attention  to  something,  and  that  is  this  agitation.  I  think 
that  the  agitation  and  the  notoriety,  the  publicity  in  the  newspapers 
of  this  so-called  rent  profiteering  has  done  more  to  increase  rents 
than  anything  else.  There  were  thousands  of  landlords  who  owne<l 
their  own  flat  buildings  and  whose  tenants  are  friends  and  neighbors 
who  do  not  keep  books  and  don't  know  whether  their  building  pay? 
them  or  not,  never  had  any  idea  of  raising  any  more  than  a  nominal 
amount,  but  when  they  see  in  the  newspapers  that  some  were  goinir 
out  for  100  per  cent,  they  got  busy  and  raised  them  50  per  cent  and 
sometimes  more. 

The  Chairman.  Unfortunate  as  that  seems  to  be,  I  think  you  are, 
in  the  main,  about  right.  I  think  people  got  the  fever,  and  they 
think  it  is  possible  to  simply  increase  the  price  as  high  as  they  want. 
Do  you  want  to  add  anything  to  what  has  been  said,  Mr.  Zander? 

STATEMENT  OF  ME.  HENKY  Q.  ZANBER,  BEFRESENTIHa  THE 

REAL  ESTATE  BOARD,  CHICAOO,  HL. 

Mr.  Zander.  I  have  some  photographs  here  I  would  like  to  show 
.you  that  show  actual  facts,  not  theories.  The  trouble,  to  my  mind, 
gentlemen,  is  not  the  fact  of  stabilizing  labor  and  material.  I  hav(> 
sat  in  the  housing  conferences  for  six  months.  We  have  been  as- 
sured of  the  stability;  that  the  prices  were  not  coming  down:  but 
I  want  to  say  to  you  that  the  trouble  is  that  prices  are  too  high 
and  the  people  can  not  afford  to  build  the  houses  or  buy  them 
after  they  are  built.  If  you  would  like,  I  would  be  glad  to  show 
you  three  or  four  photographs  that  show  practical  experience  for  tJie 
very  purpose  of  getting  this  information.  This  first  photograph 
shows  a  series  of  brick  bungalows  built  in  May,  1916,  at  an  average 
cost  of  $3,042  per  house.  These  prices  include  no  overhead.  Thkt 
is  actual  cost. 

The  Chairman.  That  is  the  cost  of  the  construction  of  the  builtl> 
ing  without  the  land  ? 

Mr.  Zander.  Per  house,  yes;  $3,042.  Immediately  after  the  armi- 
stice, in  order  to  satisfy  myself  and  my  firm  as  to  the  actual  in- 
crease, we  took  those  same  six  plans;  we  took  those  same  six  speci- 
fications and  we  built  six  houses  just  like  that.  There  was  no  qu€i3> 
tion  of  efficiency,  because  the  same  men  who  had  been  with  ns  for 
25  years  did  the  work,  and  they  have  been  employed  the  year  around. 
and  it  was  to  their  interest  to  deliver  so  that  we  would  continue. 
havin*r  been  forced  to  suspend  the  first  time  in  30  years,  during  the 
war,  for  about  16  months. 
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Here  are  the  pictures  of  the  same  six  houses  taken  on  the  12th  day 
of  September,  1919,  and  showing  them  not  quite  completed.  The 
average  cost  of  those  houses  was  $4,512  per  house;  the  same  plans. 
We  took  the  same  six  plans  and  the  same  six  specifications,  and  in 
July  of  this  year  took  new  figures,  and  the  figures  ran  at  an  average 
of  $7,593  per  house.  I  have  just  completed  this  week  the  taking  of 
some  figures  on  those  six  plans  and  the  average  is  a  trifle  under 
$7,000 ;  not  over  $2  or  $3. 

Senator  Kenton.  A  little  less  than  it  was  a  few  months  ago  ? 

Mr.  Zander.  Yes.  These  are  workmen's  houses,  in  the  industrial 
st»ction  of  Chicago,  built  on  37^-foot  lots;  five-room  brick  bunga- 
lows, that  were  sold  to  workmen  on  terms  of  10  per  cent  cash  and 
the  balance  over  a  period  of  10  years;  on  a  profit  basis  of  10  per 
cent,  as  a  development  proposition.  Our  business  is  to  sell  land,  not 
to  build  houses.  These  houses  are  built  merely  to  start  the  develop- 
ment in  an  industrial  section  where  we  locate  factories. 

To  summarize:  In  191G,  six  brick  bungalows  cost  $3,042  apiece. 
Let  in  the  fall  of  1918  and  completed  in  July  or  August,  1919,  those 
same  six  houses  cost  $4,612. 

To-day  those  same  houses  will  cost  approximately  $7,000,  and  those 
are  figures  not  a  week  old. 

Xow,  here  is  the  trouble,  the  most  important  thing  to  the  mind  of 
manv  of  us  was  to  locate  the  workmen,  foreigner  or  native,  in  a  home 
of  his  own,  that  is,  he  is  going  to  pay  for,  and  he  and  his  family  are 
poing  to  be  sanitarily  housed  and  happy  and  contented,  at  the  price 
€>f  $:3,012,  with  a  house  on  a  paved  street,  with  all  improvements  in, 
in  a  decent  neighborhood.  That  house  sold  for  $4,500  on  terms  of 
$450  cash. 

The  next  set  of  houses  that  cost  $4,512  we  sold  for  about  $5,800 
and  $5,900,  on  terms  of  $600  cash.  Those  same  houses  costing  $7,000 
on  a  $1,000  lot  would  to-day  have  to  be  sold  for  practically  $8,000  to 
cover  the  overhead,  and  clear  10  per  cent  for  profit,  and  the  workman 
can  not  afford  to  pay  the  price. 

Senator  Kenton.  And  you  are  not  selling  the  houses? 

Mr.  Zander.  We  are  not  selling  the  houses. 

Xow,  to  demonstrate,  once  more.  Here  are  frame  houses.  I  won't 
^if  into  details:  the  figures  are  here.  October,  1916,  cost  $2,800,  and 
in  September,  1919,  cost  $4,300,  and  to-day  would  cost  about  $6,800 
for  a  frame  house. 

In  order  to  satisfy  ourselves  as  to  just  what  could  be  done  with 
tlie  very  limit  of  a  workman's  hous(»,  realizing  that  the  average  work- 
man recjuired  three  iHulnKmis  if  he  has  two  children,  it  is  generally 
a  boy  and  a  girl,  and  they  recjuire  separate  bedrooms,  we  got  the 
roncensus  of  opini(m  and  effort  of  six  different  architects.  We 
pvolvwl  a  plan  of  a  house  that  could  Ik?  built  on  a  narrow  lot,  25 
lo  30  feet,  the  front  of  the  house  not  over  K)  feet  wide,  its  widest 

1>oint  not  exceeding  20  feet,  eliminating  a  dining  room,  nutting  in  a 
cifrhen  and  a  nook  off  the  kitchen  that  could  be  used  tor  a  break- 
fast room,  an  inclosed  |)orch  in  the  bark,  three  chaml)ers,  and  bath. 
We  built  those  houses.    Thev  are  vacant  to-dav.     They  were  com- 
plaUul  on  the  2()th  day  of  Aiigust,  1920.    They"  cost  $6,1(X)  to  build 
tbfm,  without  any  overhead. 

The  Chairman.  Without  the  land? 


